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l. Summary:

In November 1998, the voters of Florida approved an amendment to the State Congtitution which
merges two cabinet positions, the Comptroller and the Treasurer, into the Chief Financid Officer
cabinet pogtion, effective January 7, 2003. Since the Compitroller presently heads the
Department of Banking and Finance (DBF) and the Treasurer presently heads the Department of
Insurance (DQOI), the status of these departments must be determined legidatively.

The bill creates the Department of Financid Services (DFS) which will be headed by the Chief
Financia Officer (CFO). A type-two trandfer transfers the functions and programs of the
Department of Banking and Finance and the Department of Insurance into the DFS January 7,
2003. The hill dso provides technica and conforming changes to address the transfers of
programs and functions of the departments, the dimination of the Comptroller and Treasurer
positions, and the creation of the Chief Financid Officer pogition.

Fifteen divisons are established within DFS: (1) Treasury, (2) Consumer Services, (3) Insurance,
(4) Financid Ingtitutions and Securities, (5) Risk Management, (6) State Fire Marshd, (7)
Insurance Fraud, (8) Rehabilitation and Liquidation, (9) Information Systems, (10) Legd
Sarvices, (11) Financid Investigations, (12) Accounting and Auditing, (13) Insurance Agent and
Agency Services, (14) Adminigration, and (15) Workers Compensation.

Thedirector of the Divison of Financid Inditutions and Securities and the director of the
Divison of Insurance are designated, for purposes of ch. 120, F.S,, as agency heads for their
respective divisons. These two divison directors are appointed by the Governor, in consultation
with the Chief Financid Officer, subject to confirmation by a unanimous vote of the Governor
and Cabinet. Upon request by the Governor or the Chief Financid Officer, either divison
director is subject to avote for re-confirmation or remova. If adirector failsto obtain the
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affirmative vote of three officers among the Governor and Cabinet, the director is removed from
office. The bill specifies quaifications for these two directors. Their respective divisons are
independent divisons adminidratively housed with the Department of Financid Services.

In addition, this bill provides the following changes:

Creates the “ Florida Firefighters Occupationa Safety and Health Act.” These provisions
were substantially the same as the repedled provisons formerly in chapter 442, F.S,
related to the Divison of Safety within the Department of Labor and Employment
Security, except thet the provisonsin this bill are limited to firefighter safety and would
be placed under the authority of the Divison of State Fire Marshd of the Department of
Insurance;

Amends the Certified Capita Company Act, s. 288.99, F.S., and expands the pool of
insurance premium tax credits available to insurers for investments by a certified capita
company (CAPCO) in quaified businesses, by creating a second program. The hill
establishes a new phase, Program Two, which would be implemented if certain insurance
premium tax collection benchmarks are met. Program Two, like the current program,
would provide annud tax credits of up to $15 million and an aggregate amount of $150
million over the life of the program to insurance companies that invest in CAPCOs. The
annuaized reduction in Generd Revenue due to Program Two credits will be $15
million, beginning in FY 2003-04.

Repedls the current laws (ss. 627. 0623 and 655.019, F.S.) that limit campeign
contributions to the Treasurer and Compitroller and candidates for such offices, by entities
regulated by the Department of Insurance and the Department of Banking and Finance,
respectively, so that no smilar restrictions would gpply to the Chief Financid Officer or
candidates for that office.

Amendss. 112.313, F.S,, to provide that it would not be a conflict of interest for the
Governor and members of the Cabinet to have an employment or contractud relationship
with business entities regulated by another agency, if the Governor and members of the
Cabinet possess only certain limited powers relaive to that business or agency.

Trandfers the Smdl County Technicad Assistance Program from the Office of the
Comptroller to the Commissioner of Agriculture, changes the criteria used for
establishing contract providers, and expands the areas of assistance provided to include
economic and community development; and

Adds two county representatives to the board of the Florida Healthy Kids Corporation,
one gppointed by the Chief Financia Officer and one by the Governor.

This bill subgtantialy amends the following chapters of the Horida Statutes: 11, 13, 14, 15, 16,

17, 18, 20, 24, 25, 26, 27, 28, 30, 40, 43, 48, 55, 57, 68, 77, 92, 99, 101, 103, 107, 110, 112, 114,
116, 120, 121, 125, 129, 131, 137, 145, 154, 163, 175, 185, 189, 190, 191, 192, 193, 195, 198,
199, 203, 206, 210, 211, 212, 213, 215, 216, 217, 218, 220, 228, 229, 231, 233, 236, 237, 238,
240, 242, 245, 250, 252, 253, 255, 257, 258, 259, 265, 267, 272, 280, 282, 284, 287, 288, 289,
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292, 313, 314, 316, 320, 322, 324, 326, 331, 336, 337, 339, 344, 350, 354, 365, 370, 373, 374,
376, 377, 378, 381, 383, 388, 391, 392, 393, 394, 400, 401, 402, 403, 404, 408, 409, 411, 413,
414, 420, 430, 440, 443, 447, 450, 456, 468, 473, 475, 489, 494, 497, 498, 499, 501, 509, 513,
516, 517, 518, 519, 520, 526, 537, 548, 550, 552, 553, 554, 559, 560, 561, 562, 567, 569, 570,
574, 589, 597, 601, 607, 609, 617, 624, 625, 626, 627, 628, 629, 631, 632, 633, 634, 635, 636,
641, 642, 648, 650, 651, 655, 657, 658, 660, 687, 697, 713, 716, 717, 718, 719, 721, 723, 732,
733, 744, 766, 768, 790, 791, 817, 839, 849, 860, 896, 903, 925, 932, 938, 939, 943, 944, 946,
947, 950, 957 and 985.

The bill creetes the following sections of the Florida Statutes: 633.801, 633.802, 633.803,
633.804, 633.805, 633.806, 633.807, 633.808, 633.809, 633.810, 633.811, 633.812, 633.813,
633.814, 633.815, 633.816, 633.817, 633.818, 633.819, 633.820, 633.821.

The bill aso repeds the following sections of the FHorida Statutes. 18.03, 18.07, 18.09,
18.091,18.22, 20.12, 20.13, 627.0623, 655.019, and 657.067.

Present Situation:*

Article 1V of the State Congtitution establishes the executive branch of state government and
providesthat theA. . . supreme executive power shall be vested in agovernor.i Nevertheless, the
State Constitution requires the Governor to share some executive powers with six elected cabinet
officers

The Attorney Generd

The Commissoner of Agriculture
The Commissioner of Education
The Comptroller

The Secretary of State

The Treasurer

N NN N NN

In addition to condtitutiond respongbilities, the Legidature has designated each cabinet member
as a department head with statutory duties. Cabinet officers aso share powers and duties when
gtting as the Governor and Cabinet. When in this form, the Governor and Cabinet may condtitute
adepartment head or aboard. This collegia form of state government is unique to Horida

The future configuration of the Cabinet was atered in November of 1998, by the adoption of
Condtitutiond Amendment No. 8, effective January 7, 2003. The amendment merges the offices
of the Treasurer and the Compitroller into one Chief Financia Officer. Asaresult of these
modifications, the new state Cabinet will consst of an Attorney Generd, a Commissioner of
Agriculture, and a Chief Financid Officer. Asthe Comptroller heads the Department of Banking
and Finance (DBF) and as the Treasurer heads the Department of Insurance (DOI), the status of
these departments must be determined.

! See otaff anaysisfor CYICS SB's662 & 232 (2002 Legidative Session) for amore detailed analysis of the present
situation. During the 1999-2000 interim, staff of the Committee on Governmental Oversight and Productivity reviewed issues
relating to cabinet reorganization and issued areport, Interim Project No. 2000-52, which identified anumber of issues and
options relaed to the creetion of the Chief Financia Officer in the State Congtitution.
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A. Comptroller and Department of Banking and Finance

Article 1V, s. 4(d) of the State Congtitution, provides that the Comptroller isthe chief fiscal
officer of the Sate, and that this officer settles and gpproves accounts against the state. The
Comptroller ensuresthat al money paid into the State Treasury has been deposited correctly,
that the expenditures of state agencies have been gppropriated by the Legidature, and that the
date's generd fisca matters are in compliance with state laws and regulations.

Chapter 17, F.S,, outlines the duties of the Comptroller. Section 17.011, F.S,, authorizes the
Comptroller to appoint an Assistant Comptroller. Under s. 17.03, F.S., the Comptroller is
required to examine, audit, and settle claims againg the Sate and to issue awarrant to the
Treasurer to make payment out of the State Treasury.

In addition to the congtitutional duties of the Comptraller, the Legidature appointed the
Comptroller as head of the Department of Banking and Finance (DBF).? The Comptroller aso
gtson various boards, commissions, and public- private organizations and makes gppointments
to various boards, councils, and commissions. Since 1999, the law no longer specifies the
divisons of the DBF3, but the department is currently organized dong the following division
lines

1. Divison of Accounting and Auditing.
2. Division of Banking.*

3. Division of Securities and Finance.
4. Divison of Information Systems.

There are dso two offices within the DBF, the Office of Unclaimed Property and the Office of
Financid Investigations, which have regulatory responsibilities®

The DBF has 900 authorized positions for FY 2001-2002. Departmental functions are funded
through both generd revenue and trust funds. Fifty-five percent of the operating budget isfrom
generd revenue, with the remainder from seven trugt funds. Additionaly, federa funds going to
Horida counties pass through the DBF. Aswdll, the DBF has a non-operating budget in a
number of trust funds.

2The Department of Banking and Financeiscreated ins. 20.12, F.S.

3 ¢h. 99-55, L.OF., amending s 20.12, F.S.

“The Division of Banking charters, examines, and regulates state-chartered financial ingtitutionsto ensurethat depositsare
Erotected from loss.

The Divison of Securities and Financeis responsible for reviewing applications for registration of securities deders,
investment advisers, branch offices and associated persons and examining such entities to ensure compliance with satutes
and rules. Further, the division reviews applications for licensure of money transmitters, motor vehicle ingalment sellers,
retail instdlment sdllers, saes finance companies, home improvement ingtalment sdllers, mortgage brokers and lenders,
consumer finance companies, consumer and commercia collection agencies, and cemetery companies and examines such
entities.
8The Office of Financial Investigations responds to consumer complaints alleging violations of persons regulated by the DBF
and conducts investigations of alegations fraud against state government.
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B. Treasurer and the Department of I nsurance

The cabinet post commonly referred to as the ATreasurer() actualy encompasses the duties of the
Treasurer, Fire Marsha, and Insurance Commissioner. Statute designates the Treasurer'stitle as
the Alnsurance Commissioner and Treasurer.g’

Article IV, s. 4(€) of the State Congtitution, provides:

Thetreasurer shall keep dl state funds and securities. He shdl disburse state funds only
upon the order of the comptroller. Such order may be in any form and may require the
disbursement of state funds by dectronic means or by means of a magnetic tape or any
other transfer medium.

Chapter 18, F.S., establishes more specific duties relaing to the Treasurer position. Section
18.02, F.S,, provides that the Treasurer isto pay dl warrants on the treasury drawn by the
Comptroller and other orders by the Compitroller for the disbursement of state funds. No money
isto be paid out of the treasury except on such warrants or other orders of the Comptroller.

The Treasurer's office is repongble for investing generd funds and trust funds. The Treasurer is
a so the cash manager for Florida state government, performs consulting services and operates a
statewide cash concentration account in this capacity. The Treasurer's office is responsible for
protecting and servicing funds and securities deposited as a prerequisite to doing businessin the
gate. As adminigtrator of the Florida Security for Public Deposits Acts, the Treasurer oversees
and monitors public funds to ensure that public deposits of the state and its politica subdivison
maintained in FHorida banks and savings associations are fully protected from loss.

In addition to the financid respongibilities of the Treasurer, the Legidature has designated the
Treasurer as the head of the Department of Insurance (DOI).2 The Insurance Commissioner and
Treasurer are responsible for regulating many types of insurance, including life, hedlth, property,
casudlty, title, workers compensation, marine, surety, and surplus lines. The Insurance
Commissioner tests and licenses insurance agents, adjusters, and bail bond agents. The Insurance
Commissioner is charged with investigating fraud in dl lines of insurance, plus violaions of the
Insurance Code. Additionaly, the Insurance Commissioner administers the funds for retirement
of police officers and firefighters.

Pursuant to s. 20.13(2), F.S,, the following 10 divisions are established within the DOI:

Divison of Insurer Services.

Divison of Insurance Consumer Sarvices.
Divison of Agents and Agencies Services.
Divison of Rehabilitation and Liquidation.

Divison of Risk Management.

Divison of Sae Fire Marshd.

Division of Insurance Fraud.

NouhswdpE

"Section 20.13(1), F.S.
8Section 20.13, F.S.
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8. Divison of Adminigtration.

0. Divison of Tressury.
10.  Divisonof Legd Services

Additiondly, anumber of offices have been established in the DOI, which provide legidative,
accounting, and administrative support. The department has 1,486.5 authorized positions for FY
2001-2002. Department activities are funded through seven trust funds.

The Legidature has aso desgnated the Insurance Commissioner and Treasurer asthe State Fire
Marsha.® In this capacity, the Treasurer is responsible for investigating and suppressing arson,
educating firefighters and ensuring that state-owned buildings are in conformance with fire

codes. The Treasurer is also responsible for the administration of the State Employees Deferred
Compensation Program. The Tresasurer Sts on various boards, commissions and public-private
entities. Additionally, the Treasurer makes appointments to various statutory boards, councils,
and commissons.

C. Small County Technical Assistance Program

The Office of the Comptroller (Department of Banking and Finance) presently administers the
Smdll County Technica Assstance Program. The purpose of the program, assaed in s.
163.05(3), F.S., “...isto provide technica assstance to small counties to enable them to
implement workable solutions to financid and adminidtrative problems.” The program, initiated
in 1993 through a $250,000 gppropriation from the Legidature, began by serving 31 counties
with populations less than 50,000. Subsequently, the program has been expanded to $500,000
and serves 32 counties with populations less than 75,000.

D. Regulation of Occupational Safety and Health Standardsfor Firefighters

Legidation enacted in 1993 (ch. 93-415, L.O.F.) created the “Florida Occupationa Safety and
Hedth Act.” The act enhanced occupationd safety and hedlth through the implementation and
maintenance of policies, procedures, practices, rules, and standards that were to reduce the
incidence of employee accidents, occupationa diseases, and fatdities for employees of the state
and dl politica subdivisons, dl public and quas-public corporations, and private corporations.
In 1999, the Legidature repeded the Florida Occupationa Safety and Health Act and aso
abolished the Divison of Safety as of July 1, 2000 (ch. 99-240, L.O.F.). Firefighters and their
employers were among those covered under this act. In generd, firefighters are regulated under
ch. 633, F.S., which is administered by the Divison of State Fire Marshd of the Department of
Insurance.

E. Certified Capital Company Act
The Certified Capital Company Act (act), s. 288.99, F.S,, was created in 1998 to establish a

mechanism to provide financing (i.e., venture capita) via certified capitd companies (CAPCOs),
for qudified smdl businesses. Thisact isintended to increase the number of Horida-based

9Section 633.01, F.S.
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venture capitdists, to facilitate access to indtitutiona investors for smaler companies, and to
create high-paying, high-skilled jobs.

Under current law, corporations, partnerships, or limited liability companies could apply for
certification asa CAPCO on or before December 1, 1998. CAPCOs are venture capital firms that
provide early-stage capita to other businesses. CAPCOs are digible to receive investments from
insurers (or other investors).

Insurance companies, in turn, can receive a credit againgt state premium taxes for each dollar
contributed to a CAPCO, at the rate of 10 percent ayear for 10 years, beginning with the
premium tax filings for the year 2000. The purpose of thistax credit isto encourage insurance
companiesto invest in certified capital companies, which in turn, will make invesmentsin
quaified small businesses. Under the current program, the total amount of tax credits may not
exceed $15 million annualy. Further, the tax credits alowed under the program are subject to an
aggregate cap of $150 million.

Three entities are respongble for administration of the CAPCO program. The Department of
Banking and Finance is responsible for certification and decertification. The Department of
Revenue oversees the tax credit filings and conducts tax audits. The Office of Tourism, Trade,
and Economic Development (OTTED) is responsible for the dlocation of premium tax credits
and is responsible for preparing an annua report on the CAPCO program.

Effect of Proposed Changes:

Section 1. Creates s. 17.001, F.S., which establishes the Chief Financid Officer (CFO) asthe
chief fisca officer of the state who is responsible for settling and approving accounts againg the
gate and keeping dl gate funds and securities. The section reiterates the congtitutiona duties of

the Chief Financid Officer as established in s. 4(c), Art. 1V of the State Condtitution.

Section 2. Creates s. 20.121, F.S., which establishes the Department of Financia Services
(DFS), designates the Chief Financial Officer as the head of the DFS, and creates the following
15 divisons within the DFS;

Treasury

Consumer Services

Insurance

Financid Inditutions and Securities
Risk Management

State Fire Marshd

Insurance Fraud

Rehabilitation and Liquidation
Information Systems

Legd Services

Fnancid Invedtigations
Accounting and Auditing

Insurance Agent and Agency Services
Adminidration

NNNNNNNNNNNNNN
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< Workers Compensation.

The responghilities of the Division of Insurance, as provided in the Insurance Code, include
issuing certificates of authority to insurers, regulatory oversight of insurer solvency, approving
policy rates and forms, performing market conduct examinations, and enforcing statutes related
to insurers.

The Divisgon of Financid Ingtitutions and Securities is charged with the respongihility of
adminigtering the following programs and functions: (1) licensure, examination, and regulation

of state-chartered financid ingtitutions, as provided in chs. 655, 657, 658, 660, 663, 665, and
667, F.S., (2) the Forida Securities and Investor Protection Act, ch. 517, F.S,, (3) mortgage
brokerage and mortgage lending; ch. 494, F.S., (4) Consumer Finance Act, ch. 516, F.S,, (5)
retail ingalment saes, ch. 520, F.S,, (6) the Money Transmitters Code, ch. 560, F.S,, (7)
cemeteries and preneed contracts, ch. 497, F.S,, (8) collection agencies, ch. 559, F.S., and (9)
certified capital companies, s. 289.99, F.S. The section dso provides that the Division of
Financid Ingtitutions would consist of the Bureau of Banking, Bureau of Credit Unions and
Finance Entities, Bureau of Securities, and Bureau of Regulation.

Asaprerequigite for serving as adirector of the Divison of Financid Ingtitutions and Securities,
aperson must have had private-sector experience in the financid inditutions or securities
industries or at least 5 years of experience as a senior employee of a state or federd agency
having regulatory responsibility over financia ingtitutions or securities. Likewise, aperson
seeking to serve as adirector of the Divison of Insurance must possess prior private-sector
experience working in an areathat is under the regulatory jurisdiction of the Division of
Insurance or a least 5 years experience as a senior employee of a ate or federa agency having
regulatory responghility over the business of insurance.

The section provides that the directors of the Divison of Financid Ingtitutions and Securities and
the Division of Insurance serve as the agency heads for their respective divisions, for purposes of
ch. 120, F.S., and would be appointed by the Governor, in consultation with the Chief Financid
Officer, and subject to confirmation by dl three members of the Cabinet prior to serving in the
respective postions. After the initid appointment, if the Governor or the Chief Financid Officer
requests, the Governor isrequired to call for avote within 30 days on whether the director would
continue in office. If adirector failsto obtain an affirmative vote of a three officers among the
Governor and Cabinet, the subject director would be removed from office, and the Governor
would appoint a replacement director, in the same manner as previoudy described.

The Divison of Financid Indtitutions and Securities and the Divison of Insurance are
established as independent divisons housed adminigratively within the Department of Financia
Services. The divison directors have exclusve control of the budget, purchasing, personnel,
transactions involving red or persona property, and regulatory matters. Each of these divisions
would have adequate number of positions for attorneys, investigators, other professond
personnel and adminidrative personne, as determined annudly in the appropriations process.
The department is required to provide support services to each of these divisions pursuant to an
agreement entered into between the Chief Financid Officer and the respective divison director.
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The Chief Financia Officer serves as agency head for the remaining 13 divisons. The Divison
of Financid Investigations (previoudy part of the Department of Banking and Finance) would
continue to function as a crimind justice agency within the meaning of s. 943.045(10)(e), F.S.

Section 3. This section provides that the Divison of Treasury (previoudy part of the
Department of Insurance) would continue to be respongble for the administration of the
Government Employees Deferred Compensation program, established under s. 112.215, F.S.

Section 4. The section provides that this act would not affect the validity of any judicid or
adminidgrative action involving the Department of Banking and Finance or the Department of
Insurance pending January 7, 2003, and the Department of Financial Services would be
subgtituted as a party in interest in any such action. In the event the action involves the
conditutiona duties of the Comptroller or the Treasurer, the Chief Financid Officer would
instead be subdtituted as a party in interest.

Section 5. The section transfers the Department of Banking and Finance and the Department
of Insurance to the Department of Financid Services by atype-two transfer.

Section 6. The section darifies that any agency contract in effect on the bill’ s effective deate
remainsin effect for the successor agency.

Sections 7 - 759 and 768 - 893. These sections provide technical and conforming changes
to transfer the current programs and functions of the Department of Banking and Finance and the
Department of Insurance to the Department of Financid Services and diminate the positions of
Comptroller and Treasurer and reassign the responsibilities of the respective postionsto the
Chief Financia Officer. Substantive changes are noted in the sections below.

Section 16.  Amendss. 14.055, F.S,, relating to the succession to office of Governor, to
provide that upon vacancy of the office of the Governor and the office of the Lieutenant
Governor, the Attorney Genera would become Governor. In the event the office of the Attorney
Generd was vacant, the Chief Financia Officer would become Governor. If the office of the
Chief Finandd Officer were vacant, the Commissioner of Agriculture would become Governor.
Presently, in the event the office of the Governor and the office of the Lieutenant Governor
become vacant, the Secretary of State would become Governor, followed by the Attorney
Genera, Comptroller, Treasurer, Commissioner of Education, and findly the Commissioner of
Agriculture.

Section 151. Amendss. 121.4501, F.S,, relating to the Public Employee Optiona Retirement
Advisory Committee, to require the Governor to appoint two members, rather than one, and to
require the Chief Financid Officer, rather than the Compitroller, to gppoint one member.
Effective January 7, 2003, the term of office of the one member appointed by the Treasurer and
the one member appointed by the Comptroller expires, and the Chief Financid Officer would
choose one of those members for regppointment for the remainder of the term. Presently, there
are seven members of the committee. The President of Senate and the Speaker of the House of
Representatives appoint two members each and the Governor, Treasurer, and Comptroller aso
appoint one member each.
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Section 225. Amendss. 215.555, F.S,, relating to the membership of the board of directors of
the Florida Hurricane Catastrophe Fund, to replace the Comptroller with the Chief Financid
Officer and to replace the Treasurer with the Attorney General. Presently, the Governor,
Comptroller, Treasurer, (the three current board members of the State Board of Adminigtration),
the director of the Divison of Bond Finance of the State Board of Adminigtration, and the chief
operating officer of the Forida Hurricane Catastrophe Fund serve on the board. Effective
January 7, 2003, the Attorney General would become a member of the State Board of
Adminigration (along with the Governor and Chief Financid Officer).

Section 288. Amendss. 240.551, F.S,, relating to the members of the board of the Florida
Prepaid College Program, to reduce the number of members from seven to six due to the
eimination of the positions of Comptroller and Treasurer and the substitution of the Chief
Financid Officer as aboard member. The Chancellor of the Board of Regents, the Executive
Director of the State Board of Community Colleges, and members gppointed by the Governor
and subject to confirmation by the Senate would continue to serve as board members.

Section 299. Amendss. 253.02, F.S,, relating to the members of the board of trustees for the
Interna Improvement Trust Fund and Land Acquisition Trust Fund, to reduce the number of
members from seven to four. The Chief Financid Officer is added and the board positions for the
Comptroller, Treasurer, the Commissioner of Education, and the Secretary of State are
eliminated. The Governor, Attorney Generd, and the Commissioner of Agriculture would aso
continue to serve on the board of trustees.

Section 314. Amendss. 280.02, F.S,, relaing to the public deposits program, to clarify that the
term, “public depositor,” as used in this chapter, means the officid custodian of funds for a
governmenta unit who is responsible for handling public deposits. Presently, the term is defined

to mean the Treasurer or other designee handling public deposits.

Section 375. Amends. 288.99, F.S,, relating to the Certified Capital Company Act., to establish
Program Two, revise requirements for certified capital companies (CAPCOs), and revise the
certification and regulation of CAPCOs.

The criteriafor aquaified businessthet is digible for an invessment by a CAPCO isrevised to
require such a business to be headquartered in Florida and have its principa businesslocated in
Foridaor to have at least 75 percent of the employees employed in Florida

The definition of the term, “&ffiliate of an insurance company”, is revised to mean any person
who controls or holds power to vote 15, rather than 10, percent or more of the outstanding voting
securities or other ownership interests of the insurance company.

Program One and Program Two are defined for purposes of the CAPCOs. Program Oneis
defined to mean the $150 million in premium tax creditsissued under this section in 1999, and
the regulation of CAPCOs. Program Two is defined to mean the $150 million in premium tax
creditsto be issued if certain conditions are met in subsection (17), the dlocation of such credits,
and the regulation of CAPCOs.
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Program Two would be implemented in the firgt year in which the tota insurance premium tax
collected exceeds collections for fiscal year 2000-01 by more than the total amount of tax credits
issued and used by CAPCOsiin thet year.

Conforming changes are made to provide for the implementation of Program Two. The annua
premium tax credit limit is changed from $15 million to 10 percent of the tota tax credit
available to reflect the implementation of Program Two. This change would provide an annua
tax credit of $15 million for each program (10 percent of $300 million or $30 million). The
insurance premium tax credit authorized by Program Two may not be used by certified investors
until the annud return due March 1, 2004.

In addition, the section aso provides that the maximum amount of certified capita for premium
tax alocation for any certified investor and its affiliates by one or more CAPCOsis limited to 15
percent of the totd tax credits available, thereby decreasing the annua cap from $15 million per
year to $4.5 million per year.

Many of the powers and duties previoudy performed by the Office of Tourism, Trade, and
Economic Development of the Executive Office of the Governor, such asthe dlocation of the
premium tax credit and the review of investments by CAPCOs, are transferred to the Department
of Financid Services. Technicd conforming changes are made to replace references to the
Department of Banking and Finance with the Department of Financid Services, since the cabinet
positions of Comptroller and Treasurer are merged into the Chief Financid Officer cabinet
position, effective January 7, 2003.

Section 420. Amendss. 376.3075, F.S,, relating to the board of directors of the Inland
Protection Financing Corporation, to reduce the number of directors from five to four due to the
elimination of the positions of Comptroller and Treasurer and the addition of the Chief Financid
Officer. The Governor, the chair of the FHoorida Black Business Investment Board, and the
secretary of the Department of Environmenta Protection would aso continue to serve as
directors of the corporation.

Section 482. Amendss. 420.101, F.S, relating to the board of directors of the Housing
Deve opment Corporation of Florida, to reduce the number of nonvoting members from five to
four due to the dimination of the Department of Banking and Finance and the Department of

I nsurance representatives and the subgtitution of the head of the Department of Financia
Servicesor hisor her representative.

Section 626. Amendss. 624.307, F.S,, related to general powers of the Department of Financia
Services. The current law provides that the Department of Insurance may employ actuaries who
are at-will employees who shdl serve at the pleasure of the Insurance Commissioner. The hill
provides that the new department may employ actuaries who are a-will employeeswho shdl
serve a the pleasure of the Director of the Divison of Insurance (who hasfind agency authority
over maters within the divison'sjurisdiction, including regulaion of insurance rates.)

Section 655. Amendss. 624.91, F.S,, to add two members to the board of the Florida Healthy
Kids Corporation, increasing tota board membership from 12 to 14: one member gppointed by
the CFO from among three members nominated by the Florida Association of Counties,
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representing rural counties, and one member gppointed by the Governor from among three
members nominated by the Florida Association of Counties, representing urban counties.

Section 759. Creates ss. 633.801, F.S., through 633.821, F.S. Section 633.801, F.S,, designates
these sections as the “ Florida Firefighters Occupationa Safety and Health Act” (FFOSHA).
These sections:

633.802-- Definesterms. "Firefighter employeg’ is defined as any person engaged in any
employment, public or private, as afirefighter under any appointment or contract of hire or
gpprenticeship, express or implied, ord or written, whether lawfully or unlawfully employed,
responding to or assgting with fire or medical emergencies, whether or not the firefighter ison

duty.

“Frefighter employer” is defined as the state and al politica subdivisons of this sate, dl public
and quasi-public corporations in this Sate, and every person carrying on any employment for this
date, politica subdivison of this state, and public and quasi- public corporationsin this state,
which employs firefighters.

The definitions of firefighter employer and employee exclude individuds gppointed by the
Divison of Forestry of the Department of Agriculture and Consumer Services.

633.803, F.S. -- Providesthat it isthe intent of the Legidature to enhance firefighter

occupationa safety and hedlth in the state by adopting policies, procedures, and rules that reduce
the incidence of accidents, firefighter occupationa diseases, and firefighter fatdities

compensable under chapter 440 or otherwise.

633.804, F.S. -- Requiresthe Divison of State Fire Marshd (division) to adopt rules governing
the “manner, means, and frequency” of fire employer and employee safety ingpections and
consultations conducted by insurers and sef-insurers.

633.805, F.S. -- Requiresthe divison to make a“continuous’ study of firefighter occupationa
diseases and the ways and means for the control and prevention of such diseases. Authorizesthe
divison to adopt rules necessary for such control and prevention.

633.806, F.S. -- Requiresthe divison to make studies and investigations regarding safety
provisions and the causes of firefighter injuries in firefighter places of employment.

Requires the divison to make recommendations to the Legidature, firefighter employers, and
insurers regarding the best means of preventing firefighter injuries. Authorizes the divison to
adopt rules regarding procedures for conducting investigetions of firefighter employers.

633.807, F.S. -- Requires every firefighter employer to furnish and use safety devices and adopt
and use processes reasonably adequate to render such employment and place of employment safe
for the protection of the firefighters. Provides requirements for afirefighter employer to meetin
order to provide safe places of employment for the firefighter employee.

633.808, F.S. -- Authorizesthedivison to: 1) investigate and prescribe by rule safety devices,
safeguards, and other means of protection that must be adopted for the prevention of workplace
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accidents, and to determine those devices, safeguards, and other means of protection that are
suitable, 2) asss firefighter employers in the development and implementation of safety training
programs by contracting with professiona safety organizations, and 3) adopt rules prescribing
record keeping requirements.

633.809, F.S. -- Providesfor identification of firefighter employers with a high degree of work-
related injuries. Authorizes the division to develop means and methods to identify and reduce
work-relaed injuries. The section dlows firefighter employers to submit their own safety and
hedlth program to the division, for divison gpprova. The divison must review the program
submitted, and gpprove or disapprove such program within 60 days or such program would be
deemed approved. Requires the divison to adopt rules setting forth the criteriafor safety and
health programs.

633.810, F.S. --Requires afirefighter employer who employs 20 or more firefighter employeesto
establish aworkplace safety committee. In addition, afirefighter employer who employs fewer
than 20 firefighter employees must establish such a committee or designate a workplace safety
coordinator if the divison determines that such employer has a high frequency or severity of
work-relaed injuries. Authorizes the division to adopt rules governing the membership of
workplace safety committees and the meetings of those committees. The composition, selection,
and function of such committees must be atopic of negatiation for those employers operating
under a collective bargaining agreement. Requires that firefighter employees be compensated

their regular hourly wage while participating in workplace safety committees or workplace safety
coordinator training, mestings, or other such duties.

633.811, F.S.--Edtablishes pendties for firefighter employers who fail to or refuse to comply

with the FFOSHA or any rule adopted pursuart to the FFOSHA. The division may assess against
the firefighter employer acivil pendty of not less than $100 and not more than $5,000 for each
day the vidlation continues after the firefighter employer has been given naotice of such violation.
Thetotd penalty for each violation may not exceed $50,000. Penalties assessed and collected
must be deposgited in the Insurance Regulatory Trust Fund. Requires a hearing to be held in the
county in which the violation, omisson, failure, or refusd is dleged to have occurred.

Authorizes the divison to adopt rules requiring penaties commensurate with the frequency or
Severity of safety violations.

633.812, F.S. --Requires the divison to cooperate with the federa government in order to avoid
duplicate inspections and to ensure safe places of firefighter employment. Provides exceptions to
the divison requirements for private firefighter employers who meet certain specifications.

633.813, F.S. --Permits an insurer to cancel coverage of any firefighter employer who has been
found by the divison to have a high frequency or severity of work-related injuries and falsto
implement a safety and hedlth program.

633.814, F.S. --Requires that the amounts needed to administer the FFOSHA shal be disbursed
from the Insurance Regulatory Trust Fund.
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633.815, F.S. --Permits the division and authorized representatives of the division to enter and
ingpect firefighter places of employment at any reasonable time. Establishes a second-degree
misdemeanor pendty for refusa to admit such persons for ingpection purposes.

633.816, F.S. --Requiresfirefighter employees and firefighter employers to comply with the
rules adopted by the division. A firefighter employer may not discharge, threaten to discharge, or
cause afirefighter employee to be discharged, intimidated, coerced, or disciplined for certain
reasons.

633.817, F.S. --Permits the division to seek remedies regarding firefighter employers or insurers
who fail to comply with the FFOSHA and rules adopted pursuant to the FFOSHA.

633.818, F.S. --Provides that afirefighter employer who makes afase satement to an insurer or
fasfies adocument submitted to an insurer is guilty of a misdemeanor of the second degree.

633.819, F.S. -- Provides a second-degree misdemeanor pendty for any person who knowingly
and willfully falsfies or concedls any materid fact. Provides a datute of limitations of 5 years
after the date the act was committed or 5 years after the date the act was discovered, if not
discovered within 30 days.

633.820, F.S. --Provides that the FFOSHA appliesto volunteer firefighters and volunteer fire
departments.

633.821, F.S.--Authorizes the divison to adopt rules for the purpose of ensuring safe working
conditions for dl firefighter employees by:

1. Enforcing effective sandards,
2. Assging and encouraging firefighter employers to maintain safe working conditions, and
3. Providing for education and training in the fied of safety.

The divison may adopt by rule subparts C through T and subpart Z of 29 Code of Federa
Regulations (C.F.R.) s. 1910;'° Standard 1500, paragraphs five through seven (Persond Alert
Safety System) of the National Fire Protection Association, Inc. (NFPA); and American Nationa
Standards Ingtitute (ANSI) A 10.4-1990 (relating to personnel hoists and employee elevators).

With regard to 29 C.F.R. s. 1910.134(g)(4),** the bill provides that the two individuas located
outside the “immediately dangerous to life and heglth atmosphere” may be assigned to an
additiond role so long asthose individuas are able to “immediately perform assistance or rescue
activities without jeopardizing the safety or hedlth of any firefighter working a an incident.”

1029 Code of Federa Regulations (C.F.R.) s. 1910 pertainsto hazardous waste operations and emergency response
regarding firefighters.

129 CFR. s 1910.134(g)(4) provides procedures for interior structural firefighting. The section requires the employer to
ensurethat: 1) At least two employees enter the “immediately dangerousto life or heath” (IDLH) atmosphere and remainin
visua or voice contact with one ancther a al times; 2) At least two employees are located outside the IDLH amosphere; and
3) All employees engaged in interior structurd firefighting use self-contained breathing apparatuses (SCBA).
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Thisis commonly referred to as 2-in 2-out. Such role may include incident commander, pumper
operator, engineer, or driver.

Each county, municipdity, and specid digtrict must implement such provison by April 1, 2003,
except as otherwise provided. The exception gpplies to a county, municipdity, or specid didrict
thet is unable to implement such provision by April 1, 2003, without adding additiona personnel
to itsfirefighting staff or expending sgnificant additiona funds. Such a county, municipdity, or
specid didrict will have an additiond 6 months within which to implement such provison If

that county, municipdity, or specid district decides to implement the 6-month extension, then
that county, municipdity, or specid district must notify the division of that decison within 30
days dfter its decision to extend the time.

After the extenson, if that county, municipdity, or specid didtrict is il unable to implement

such provisons without adding additiona personnd to itsfirefighting Saff or expending

ggnificant additiona funds, such county, municipaity, or specid didrict will be exempt from

the requirements of 29 C.F.R. s. 1910.134(g)(4). The divison may adopt any rule necessary to
implement, interpret, and make specific such provisons. The divison may not adopt by rule any
other standard or standards of the Occupationd Safety and Hedth Adminigtration or the Nationd
Fire Protection Association relating to ss. 633.801 through 633.821, F.S., and firefighter
employment safety, without specific legidative authority.

Section 760. Amends s. 633.31, F.S,, to change the name of the Firefighters Standards and
Training Council to the Firefighters Employment, Standards, and Training Council, expands the
membership on the council from 9 members to 13 members, and revises the gppointment

process. Two members would be appointed by the Forida Fire Chiefs Association, two members
would be gppointed by the Florida Professond Firefighters Association, five members would be
gppointed by the State Fire Marshal, and one member each appointed by the Florida L eague of
Cities, the Florida Association of Counties, the Forida Association of Specid Didtricts, and the
Florida Fire Marshd Association, respectively. Currently, the State Fire Marshd gppoints dl

nine members. The section aso provides additiona duties for the Firefighters Employment,
Standards, and Training Council.

Section 761. Amendss. 633.33, F.S,, to expand the powers and duties of the Firefighters
Employment, Standards, and Training Council to include consulting and cooperating with
private and public entities concerning employment and safety of firefighters.

Section 762 - 764.  Providestechnicad and conforming changes to implement the provisons of
the “Florida Firefighters Occupationa Safety and Hedlth Act.”

Section 765. Provides adeclaration of important Sate interest regarding the Florida Firefighters
Occupationd Safety and Hedlth Act.

Section 893. Amendss. 163.05, F.S, to transfer the oversight of the Small County Technical
Assigtance Program (program) from the Office of the Comptroller to the Commissioner of
Agriculture (Commissioner).
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In addition, the bill requires providers bidding on the program contract to be a nonprofit 501c(3)
foundation with a governing board having representation of county commissioners and
professond gaff of the county. Providers must have substantial, documented experience
working closely with and providing educationd and technica assistance to county governments.
The bill dso expands the areas of assistance provided under the program contract to include
economic and community development.

The bill providesthat requests for proposals be required no more frequently than every third
year. Inaddition, al contractsin existence on the effective date of this legidation between the
Comptroller and other parties regarding the program will be accepted by the Commissioner and
shdl remain in force and effect according to itsterms.

The hill rdieves the Legidative Committee on Intergovernmental Relations of their duties
regarding oversight and conducting annua performance reviews of the program. The
Commissioner becomes responsible for conducting the performance reviews as necessary to
ensure that the goas and objectives of the program are being met.

Section 894. repeds Specific Appropriation 2252 in the 2002-03 Generd Appropriations Act
and an identical amount is appropriated to the Department of Agriculture and Consumer Services
from the Generd Revenue Fund for the purpose of program funding. The effective date of this
legidation is June 30, 2002.

Section 895. Amendss. 112.313, F.S,, related to standards of conduct for public officers.
Current law prohibits a public officer or employee of any agency from having or holding any
employment or contractud relationship with any business entity or any agency which is subject
to the regulation of, or is doing business with, an agency of which he or sheis an officer or
employee, subject to certain exceptions. The bill provides that this subsection shdl not prohibit
and it shdl not be deemed a conflict if the Governor and members of the Cabinet have an
employment or contractua relationship with abusiness entity if the Governor and members of
the Cabinet possess the power of appointment, confirmation, or termination and the regulatory
power over the business entity resides in another agency, or when the regulatory power that the
Governor and members of the Cabinet exercise over the business entity or agency is to adopt
rules establishing the organizationd sructure of the agency. The definition of “agency” ins.
112.312, F.S. (applicable to s. 112.313, F.S.) includes any department, division, bureau, or
commission, and other specified governmental entities.

Section 896. Repealsss. 18.03, 18.07, 18.09, 18.091, and 18.22, relating to duties of the
Treasurer that are trandferred to the Chief Financid Officer, and s. 657.067, F.S., which relaesto
an outdated provision regarding credit unions.

This section aso repeds s 627.0623, F.S,, related to restrictions on expenditures and solicitations
of insurers and affiliates, currently gpplicable to the office of the Treasurer. The current law
prohibits any insurer, affiliate, or officer of an insurer or affiliate, or any political action

committee representing the interests of such persons from making a contribution in excess of
$100 (and prohibits the Treasurer or any candidate for that office from accepting such a
contribution) for any election, to or on behdf of the Treasurer or any candidate for that office.
The current definition of “insurer” includes entities licensed by the Department of Insurance
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under specified chapters of the Florida Insurance Code, but does not include insurance agents.
Under the hill, these limitations would not goply to the office of the Chief Financid Officer. The
current statute also prohibits any employee (as defined) of the Department of Insurance from
soliciting a campaign contribution for the Treasurer or any candidate for that office from any
insurer, afiliate, or officer of aninsurer or effiliate. Under the bill, this prohibition would not
apply to employees of the Department of Financid Services.

This section dso repedls s. s. 655.019, F.S,, related to campaign contributions for the office of
the Comptroller. The current law prohibits any financid inditution which is licensed or
authorized pursuant to chapters 655-665 and any officer, executive officer, affiliate, subsdiary or
service corporation of such financid inditution, and any politica action committee representing
the interests of such financid inditution from making a contribution in excess of $100 (and
prohibits the Comptroller or any candidate for that office from accepting such a contribution) for
any dection, to or on behdf of the Comptroller or any candidate for that office. Under the hill,
these limitations would not gpply to the office of the Chief Financid Officer. The current Satute
aso prohibits any employee (as defined) of the Department of Banking and Finance from
soliciting a campaign contribution for the Comptroller or any candidate for that office from any
person who is licensed or authorized to do business with the department or who has an
gpplication pending for licensure. Under the bill, this prohibition would not gpply to employees
of the Department of Financia Services.

Section 897. Providesthat if any law that is amended by this act was dso amended by alaw
enacted at the 2002 Regular Session of the Legidature, such law would be construed asif it had
been enacted at the same session of the Legidature, and full effect should be given to each, if

possible.

Section 898. Providesthat except as otherwise expresdy provided in this act, this act would
take effect January 7, 2003.

Constitutional Issues:

A. Municipality/County Mandates Restrictions:

None.

B. Public Records/Open Meetings Issues:
None.

C. Trust Funds Restrictions:

None.
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V. Economic Impact and Fiscal Note:

A. Tax/Fee Issues:

An insurer would earn avested credit againgt premium tax ligbility of 100 percent of the
certified capitd invested in the CAPCO, but the insurer could use no more than 10
percent of the tax credit annudly. (See B. and C., below, for the impact of the tax
credits.)

B. Private Sector Impact:

To the extent that certain regulatory and related adminigrative functions are consolidated,
greater efficiencies and reduced regulatory costs would be anticipated by entities
regulated by the department.

To the extent that certain regulatory and related administrative functions are consolidated,
greater efficiencies and reduced regulatory costs would be anticipated by entities
regulated by the department.

CAPCOs (Section 375). Assuming that the proposed tax credits ($150 million over 10
years) are fully subscribed, insurance companies would be entitled to take tax credits of
$15 million per year againg their insurance premium tax filings beginning with the

filings made in February 2003 for calendar year 2002. A company may carry forward any
unused taxes indefinitely.

The bill would not impose any additiona costs on the private sector. Companies seeking
certification as a CAPCO would continue to pay the $7,500 application fee to the
Department of Banking and Finance.

Expangon of the CAPCO program could result in additiona venture capital investing and
high-wage job creation in Florida- based technology businesses. Smdler or emerging
businesses, including early stage technology businesses, may have accessto additiond
sources of venture capitd for start-up or expansion.

Investorsin CAPCOs, and the CAPCOs themsalves, would have an opportunity to
receive pogtive returns on thelr investments.

C. Government Sector Impact:

There will be costs associated with merging departments, though the amounts are
unknown at thistime. It would be expected that there would be efficiencies associated
with amerger as well, such as one less agency head, reduced adminigtrative costs, and the
consolidation of regiond offices. The bill does not require that a staff reduction occur as
part of the merger process.

According to the Department of Banking and Finance, it is anticipated that the merger of
the Department of Banking and Finance and the Department of Insurance would result in
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VI.

VII.

areduction of 26 positions that represents 11.8 percent reduction in administrative
positions.

CAPCOs (Section 375.) The annudized reduction in Generd Revenue due to Program
Two credits will be $15 million, beginning in FY 2003-04, as explained below.

The bill providesthat the CAPCO Program Two isimplemented in the first year fiscd
year in which the totd insurance premium tax collections, as determined by the Revenue
Estimating Conference, exceed collectionsfor fiscal year 2000-01 by more than the total
amount of tax creditsissued and used by certified investors for that year. For FY 2001-
02, premium tax collections were estimated (by the F orida Consensus Estimating
Conference Revenue Andysisfor Fal, 2001) to exceed collections for FY 2000-01 by
approximately $27.4 million. Thisamount isin excess of the $13.5 million in premium
tax credits used for FY 2000-01. Since the triggers or thresholds will appear to have been
met, it is anticipated that Program Two would be implemented, but the bill provides that
the insurance premium tax credit for Program Two may not be used by insurers until the
annua return due March 1, 2004 and that the premium tax credit for that return may not
exceed $10 million. It is estimated that an addition $2.50 million in tax credits would be
included in each estimated payment in April and June of 2003 for atota of $15.0 million
impact in FY 2003-04. Each of the following nine fiscd years will redize credits of $15
million and a corresponding reduction in Genera Revenue.

Thefisca impact of the bill on the Department of Financia Servicesisindeterminate.
The bill transfers many of the powers and duties presently performed by OTTED to the
Department.

Presently, three companies are certified by the Department of Banking and Finance as
CAPCOs. Initidly, 15 companies submitted gpplications for certification in Program
One. The hill does not require current CAPCOs to gpply for certification for Program
Two. The number of additiond entities that would apply for certification is
indeterminate.

Technical Deficiencies:

Section 103.091, F.S,, (section 116 of the hill) provides for the voting representation of the state
executive committee of a palitica party to members of the party which include the Governor,
cabinet officers, and certain eected postions within the Legidature; however, the positions of
Treasurer and Compitroller have not been deleted nor has the position of Chief Financia Officer
been substituted.

Related Issues:

Section 375 (CAPCOs) does not gppear to specificaly limit the annua amount of tax credits
available for Program Two. The section does not gppear to require a certified capital company
dready certified with the Department of Banking and Finance for Program One to gpply for
certification under Program Two. According to the department, this could potentidly dlow the
commingling of funds between Program One and Program Two for the same CAPCO, which
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could create difficulties in ascertaining the performance and compliance of a CAPCO. This
change would aso be in conflict with the requirements of the prior program that required these
funds to be managed as asingle fund.

VIII. Amendments:

None.

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




