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SUMMARY ANALYSIS

CS/HB 705 passed the House on April 17, 2013 and subsequently passed the Senate on April 26, 2013. The
bill amends s. 288.9625 F.S., to include innovation businesses among the entities eligible to receive assistance
from the Florida Institute for the Commercialization of Public Research (Institute). The bill also grants the
Institute the ability to create corporate subsidiaries, and as long as it does not interfere with its core mission,
the Institute may charge for services provided to private companies and affiliated organizations whose
products are developed by the research and development activities of a publicly supported college, university,
or research institute.

The bill also creates s. 288.96255, F.S. which would establish the Florida Technology Seed Capital Fund
(Fund) as a corporate subsidiary of the Institute. The Fund will be administered by the Institute for the purpose
of fostering greater private-sector investment funding, encouraging seed-stage investments in start-up
companies, and advising companies how to restructure existing management, operations, or production in
order to attract advantageous business opportunities.

This bill has no fiscal impact on state or local funds.

The bill was approved by the Governor on June 5, 2013, ch. 2013-120, L.O.F., and will become effective on
July 1, 2013.

This document does not reflect the intent or official position of the bill sponsor or House of Representatives.
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I. SUBSTANTIVE INFORMATION
A. EFFECT OF CHANGES:

Present Situation

The Florida Institute for the Commercialization of Public Research was created by the Legislature in
2007* as a non-profit organization tasked with working collaboratively with the technology licensing and
commercialization offices of Florida’s publicly supported universities and research institutions. It
focuses on assisting in the creation of investable companies that in turn create jobs in innovation
industries within the state. The Institute's mission is economic development through the
commercialization of new discoveries generated from publicly funded research. The Institute supports
new company formation and growth activities that result in increased job creation, capital investment,
and revenue generation.

Florida universities and research institutions are conducting ground-breaking research and discovery
that spurs the creation of new products and companies. With a research base of over $2 billion, the
Institute plays a critical role in helping to uncover the most commercially-viable opportunities, and then
supporting them with hands-on services and funding to increase their likelihood of success. Competing
with 38 states that have similar initiatives, Institute programs enhance Florida’s entrepreneurship and
innovation ecosystem at the early stages, with assisted companies growing and creating high-wage,
high-skill jobs thereby strengthening Florida’s economy and competitive position worldwide.?

Presently, the Institute operates two seed funding programs: the Seed Capital Accelerator Program and
the Florida Research Commercialization Matching Grant Program. The purpose of each is to attract
capital investment into Florida-based startup companies, to foster effective management, growth,
capitalization, technology protection, or marketing and business success.

Seed Capital Accelerator Program

In 2010 the Legislature appropriated $10 million for the deployment of the Institute’s Seed Capital
Accelerator Program which provides loans ranging from $50,000 to $300,000 to qualified startup
companies. These qualified companies are required to raise private, approved, matching funds thereby
leveraging the state’s investment and inducing additional private capital into Florida-based companies.
The Institute notes that, to date, it has received over 80 applications for funding and committed $6
million to 20 different companies. Of this, $3.6 million has been dispersed to 12 companies who have
directly created 75 jobs averaging $74,000 in salary while raising $12 million in private funds. The
Institute expects the balance of the funding to be committed by the end of FY 2013 with projections of
over 5,000 jobs to be created within the next 5-10 years.

Florida Research Commercialization Matching Grant Program

This program was created to match Federal Phase | and Phase Il Small Business Innovation Research
and Small Business Technology Transfer awards, both administered by U.S. Small Business
Administration. The Institute developed and launched the program early in 2011, awarding nearly $2.8
million to 13 companies statewide. Grantees have leveraged state funds to apply for and win additional
federal grants and contracts, create direct high-wage, high skill jobs within their organizations, and
engage local contractors to support development and manufacturing activities. All available funds in
this program have been disbursed by the Institute resulting in 47 direct new jobs averaging $60,000 in
salary in addition to 9 new contracting positions. In addition, Federal grants awarded these companies
over $7 million.’

! Section 288.9625, F.S.
% The Florida Institute for the Commercialization of Public Research, Annual Report; June 30, 2012.
* Ibid, 5
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Effect of Proposed Changes

Expanded Purpose of the Florida Institute for the Commercialization of Public Research

The bill changes the purpose of the Institute to include assisting in the commercialization of products
developed by the research and development activities of innovation businesses. The Institute may:

o Create corporate subsidiaries.

o Develop or accrue ownership, royalty, patent, or other rights over or interest in companies or
products in connection with financing provided directly to client companies.

e Deliver and charge for services to private companies and affiliated organizations so long as doing
so does not interfere with the core mission of the Institute.

¢ Not use its capital in support of private companies or affiliated organizations whose products were
not developed by research and development activities of a publicly supported college, university, or
research institute, or any other organization.

Florida Technology Seed Capital Fund

The Institute is directed to create the Florida Technology Seed Capital Fund as a corporate subsidiary.
The purpose of the Fund is to foster greater private-sector investment funding, encourage seed-state
investments in start-up companies, and advise companies on the restructuring of existing management,
operations, or production in order to attract greater business opportunities.

The bill directs the Institute to establish an advisory board consisting of venture capitalists and early-
stage investors who will advise and guide the fund in addition to making funding recommendations. The
administration of the Fund will be the responsibility of the Institute. Administrative fees associated with
the Fund will be determined by the advisory board. The state will annually evaluate the activities and
results of the funding.

The bill requires the Institute to use a thorough and detailed process modeled after the best practices of
the investment industry to evaluate each proposal. To approve a company for investment, the Institute
must consider if:

¢ The company has a strong intellectual property position, capable management team, readily
identifiable paths to market or commercialization, significant job-growth potential, the ability to
provide other sources of capital to leverage the state’s investment, and the potential to attract
additional funding.

e The company has been identified by a publicly funded research institution.
e The company operates in a targeted industry.*

¢ The company has been identified by an approved private-sector lead investor who has
demonstrated due diligence typical of start-up investments in evaluating the potential of the
company.

o The advisory board and fund manager have reviewed the company’s proposal and recommend it.

The Fund may make an investment if a company is approved for funding by the Institute and:

* Section 288.106(2)(q), F.S.; defined broadly by Enterprise Florida, Inc., as cleantech, life sciences, information technology,
aviation/aerospace, logistics and distribution, defense and homeland security, and financial/professional services.
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¢ The individual investment range is between $50,000 and $300,000.
e The total invested in a single company does not exceed $500,000.
e There is a one-to-one match of private-sector investment for seed fund investments up to $300,000.

e There is a two-to-one match of private sector investment for seed fund investments over $300,000.
In addition, the Institute may:

e Provide a company with value-added support services in the areas of business plan development
and strategy, the preparation of investor presentations, and other critical areas identified by the
Institute to increase its chances for long-term viability and success.

e Encourage appropriate investment funds to become preapproved to match investment funds.
o Market the attractiveness of the state as an early-stage investment location.

e Collaborate with state economic development organizations, national associations of seed and
angel funds, and other innovation-based associations to create an enhanced state entrepreneurial
ecosystem.

The Institute is required to annually evaluate the activities and results of the funding, taking into

consideration that seed investment horizons span anywhere from 3 to 7 years.

[I. FISCAL ANALYSIS & ECONOMIC IMPACT STATEMENT
A. FISCAL IMPACT ON STATE GOVERNMENT:
1. Revenues:
None.
2. Expenditures:
None.
B. FISCAL IMPACT ON LOCAL GOVERNMENTS:
1. Revenues:
None.
2. Expenditures:
None.

C. DIRECT ECONOMIC IMPACT ON PRIVATE SECTOR:

This bill could have a positive impact on the private sector by stimulating more capital investment within
the state.

D. FISCAL COMMENTS:
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None.
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