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ECONOMIC DEVELOPMENT OVERVIEW

Economic development is a critical component of a state’s ability to foster a strong
business environment, leading to quality employment opportunities for residents. It
involves a spectrum of state and local government officials, businesses, local
economic development partners, utility providers, academic institutions, and other
stakeholders with a vested interest in the economic prosperity of a state or region.
This report covers incentives approved between July 1, 2007, and June 30, 2008,
information on incentive projects active from previous fiscal years, and details on
other incentive programs that comprise Florida’s economic development toolbox.

Role of Incentives in the Economic Development Process

Florida’s approach to economic development is to work with businesses to identify
their specific needs and assist with meeting these needs. This may include aligning
the business with an existing industry cluster, evaluating specific skill sets required
by employees, assisting with site location analysis, establishing university
relationships, and understanding the competitive disadvantages Florida faces such
that incentives may be required for the project to move forward.

Economic development incentives generally come into play after a business has
already narrowed its site location options. In many cases, each site will have pros
and cons, often making incentives one of the primary, if not THE decisive factor.
However, it is not just availability of a high dollar incentive package that may sway a
decision. Many factors play into the overall site location choice. One key factor may
be so important to a company that it is forced to eliminate a site that meets all of its
other needs, but has a single fatal flaw. For example, a distribution center may need
access to rail at its site and a location within five miles of an interstate highway. If a
site does not have these critical characteristics, it will not make the short list since
the company cannot do business without these infrastructure components,
regardless of the incentives offered. However, if there are two sites meeting the
company’s needs, both with adequate workforce availability, the focus may shift to
the amount and type of incentives available at each location.

Area Development Magazine publishes its “Site Selection Survey” annually, in which
C-level executives of the country’s major businesses rate the top site selection factors.
The 22" annual survey, published in December 2007, rated state and local incentives
as the number-eight site selection factor and tax exemptions tied as number ten.
Although not the top factors that would otherwise eliminate a particular site, state and
local incentives have consistently ranked high on this list, indicating their importance
among the top site selection factors.
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ECONOMIC DEVELOPMENT INCENTIVES IN A DOWN ECONOMY

The global financial crisis is having a significant impact on business operations
across virtually all industries. Many companies have been forced to lay off workers,
cut budgets, and scale back future plans. The tight credit market is compounding the
issue—for the businesses that would like to expand, many are unable to secure the
financing required to do so. A silver lining in the crisis is the increasing level of
international investment in the United States, due to the weak dollar. It is becoming
more cost effective to produce products in the U.S. than abroad, which leads to
domestic job creation.

Florida now faces the economic realities that have plagued other states for many
years. Rising unemployment rates, declining home values, and overall tough
economic times are now seen across the country. States are developing and
implementing strategies to improve opportunities for their residents.

The Federal Government and several states are initiating public infrastructure
projects with the goal of spurring new job creation. Although this is a temporary
solution, it will put Americans to work for several years and lead to additional
spending and tax revenue generation.

An example of this is Michigan’s 21st Century Jobs Fund—a $2 billion, ten-year
initiative proposed by Governor Granholm, approved by the Michigan Legislature,
and administered by the Michigan Economic Development Corporation. The first
round of funding in 2006 resulted in the awarding of $126.3 million to 78
organizations now engaged in high-tech research, commercializing new products,
and creating new jobs. The second round in 2008 included 17 companies, which will
share nearly $30 million to create over 1,500 new jobs in emerging high-tech
sectors.

Other strategies include:

Combining the desire for higher alternative fuel consumption and the need for
new job creation and capital investment by incentivizing alternative fuel
producers;

Enhancing efforts to spur entrepreneurialism, new business incubators, and
innovative research;

Focusing on regionalism rather than isolationism; and

Boosting the skill sets of citizens through industry or functionally specific training
programs.

Florida is pursuing several of these strategies, a few of which are discussed in this
report. As the tough economic times continue, new programs and tactics must be
implemented in order to ensure long-term prosperity for Florida.
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CONSTRUCTING AN ECONOMIC DEVELOPMENT INCENTIVES
PACKAGE

Business incentives come in many different shapes and sizes. They can offset tax
liability, assist with working capital, develop or improve infrastructure, and help build
a skilled workforce. Depending on the needs of the business, one or a combination
of incentive programs may be used to offset financial or other competitive
disadvantages of a specific location or to make a project financially feasible.

The process of constructing an incentive package for a particular project begins with
acquiring an understanding of the business itself, the project the business is
contemplating, the needs and challenges of the business, the competitive
landscape, the level of local support anticipated from the community, and other
factors influencing the location decision. A solid grasp of these issues enables
Enterprise Florida to construct an incentive package that is both relevant and
valuable to the company, based on the specific project. Below are several examples
of how incentives may be offered under different circumstances.

A manufacturer with facilities in Florida and another state needs to add a new
product line, which will require 30 new jobs and a $2 million investment in new
manufacturing equipment. The other state is offering a tax credit for creation of
the new jobs, a 10-year property tax abatement for the new investment, and also
exempts sales tax on manufacturing equipment. Assuming comparable
operating costs and other factors, without offering incentives, Florida is at a
distinct competitive disadvantage. A comparable incentive package including tax
refunds and sales tax exemptions may be enough to secure the project for
Florida.

A multinational company is looking for a new location for its corporate
headquarters and plans to build facilities to house 2,000 employees, all of which
would be new jobs to Florida. The company will invest $150 million and pay an
average wage that is more than twice the current state average wage. Florida is
one of four “short-listed” states under consideration. Enterprise Florida has
significant knowledge of the competitor locations, including business costs,
quality of life issues, labor availability, and anticipated incentives offered. An
incentive package including tax credits, tax refunds, cash grants (state and
local), workforce recruitment assistance and training, transportation
infrastructure grants, and property tax abatement may be enough to secure the
project for Florida.

A financial services company needs to expand its operations in Florida and will
create 100 new jobs. The company is contemplating other states for the
expansion as well; however, Florida is the number-one choice. The company’s
major issue is the need for assistance with recruiting and training its new
workforce. Recruitment and screening assistance provided by the local
Workforce Board and a state training grant to get the new employees ramped up
may be enough to secure the project for Florida.

Enterprise Florida strives to successfully negotiate state incentive packages for
economic development projects while at the same time ensuring minimum state
resources are utilized. The incentive program performance data presented in this
report demonstrate the significant positive impact businesses are having in the state
as a result of the state’s investment in economic development projects.
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INCENTIVE APPROVAL AND VERIFICATION PROCESS

The application and approval process for incentives funded by the Incentives
Account involves consultation with the applicant, its consultant or attorney, the local
economic development partner, and OTTED staff. EFI staff evaluates the business
by collecting and evaluating background information such as financial reports, news
articles, and other relevant documentation. EFI also assesses overall eligibility and
need for inducement associated with the prospective expansion or location project.
EFI then works in concert with local economic developers to shepherd the business
through the application process.

As local resolutions of support are prepared, EFI conducts an economic impact
analysis for each project as presented in its application. This analysis is based upon
RIMS II multipliers issued by the U.S. Department of Commerce’s Bureau of
Economic Analysis for each industry by region of the state. Ultimately, this cost-
benefit analysis results in a payback ratio, indicating the amount of state taxes and
related revenues that will be generated per dollar invested by the state in incentives
to the business. The payback ratio methodology was reviewed by an independent
economic analysis firm in FY 2005 and determined to yield defensible and
conservative estimates.

Based on the project analysis conducted, EFI makes recommendations for approval
to OTTED. OTTED reviews the recommendations made by EFI and issues final
decisions (approvals). OTTED then executes agreements, monitors performance,
and adjudicates claims for refunds. As scheduled performance objectives are met,
the businesses file claims for refund payments to OTTED. While OTTED oversees
the claim payments, it contracts with an accounting firm for much of the claim
verification and processing.

When filing claims, the business is required to document and certify the number of
jobs created, average wages paid to these new jobs, and taxes paid. If the project is
a separate business unit for unemployment compensation reporting purposes,
OTTED then verifies the job and wage information with that reported quarterly to the
Agency for Workforce Innovation as required by law for unemployment
compensation purposes. OTTED also confirms taxes paid with the Florida
Department of Revenue or the appropriate local taxing authority. Once the reported
information is verified, claims are paid to the business.

If OTTED is unable to use unemployment compensation data because of the way
the business is organized, OTTED contacts the business directly to determine the
source of any discrepancies. The result is either: claim approval and payment of
scheduled refunds after resolution of minor issues, refund payment after assessing
penalties for businesses that fall short of the scheduled goals but achieve minimum
standards, or dismissal from the program for businesses failing to meet performance
conditions.

Incentive Impact
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OTTED also performs on-site audits of a random sample of all QTI claims each
year. For businesses supplying data that is not verifiable by another State agency,
OTTED does a biannual onsite audit of supporting documentation for each business.
This process involves a review of the claim and a sample of personnel records
including W-2s, time sheets, and other employment and payroll records. OTTED
also reviews detailed tax records such as invoices, canceled checks, and other
detailed documents.

Though time-intensive, the claims review and verification process utilized by OTTED

has ensured that Florida’s incentives are managed in a manner consistent with the
legislative intent of the programs.

QTI TAX REFUND

QTI Program Overview

The Qualified Target Industry Tax Refund is a cornerstone of Florida’s economic
development toolbox. It is used to induce businesses to create high quality, high
wage jobs in Florida that would otherwise not be created in this state, but for the
incentive. A “target industry business" means a corporate headquarters business or
any business that is engaged in one of the target industries identified by Enterprise
Florida and OTTED. The statutory criteria listed below drive development of the
target industry list (the complete list is located in Appendix A).

Future growth—Industry forecasts should indicate strong expectation for future
growth in both employment and output, according to the most recent available
data. Special consideration should be given to Florida's growing access to
international markets or to replacing imports.

Stability—The industry should not be subject to periodic layoffs, whether due to
seasonality or sensitivity to volatile economic variables such as weather. The
industry should also be relatively resistant to recession, so that the demand for
products of this industry is not necessarily subject to decline during an economic
downturn.

High wage—The industry should pay relatively high wages compared to
statewide or area averages.

Market and resource independent—The location of industry businesses should
not be dependent on Florida markets or resources as indicated by industry
analysis. Special consideration should be given to the development of strong
industrial clusters which include defense and homeland security businesses.

Industrial base diversification and strengthening—The industry should contribute
toward expanding or diversifying the state's or area's economic base, as
indicated by analysis of employment and output shares compared to national
and regional trends. Special consideration should be given to industries that
strengthen regional economies by adding value to basic products or building
regional industrial clusters as indicated by industry analysis.

Economic benefits—The industry should have strong positive impacts on or
benefits to the state and regional economies.

Incentive Impact
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Enterprise Florida works closely with businesses and economic development
partners across the state to ensure only eligible projects are ultimately
recommended for approval. This involves many conversations with businesses,
consultants, and partners throughout the year. During this time, Enterprise Florida,
often in consultation with OTTED, will recommend that a business not pursue the
QTlI incentive due to ineligibility. This prevents the business from the time
consuming task of completing the application and enables Enterprise Florida to
appropriately set expectations.

QTl is a unique partnership between the State of Florida and the local community in
which a business will locate or expand. QTI requires a commitment of local financial
support—demonstrated by the passage of a city or county resolution—before the
incentive is approved at the state level. A waiver of the local match requirement may
be requested by rural communities that are unable to provide this funding.

In order to meet the needs of economic development projects, the QTI statute
provides an alternate method of demonstrating local support, allowing QTI approval
prior to a public hearing of the local resolution. The QTI statute allows a local
government entity to designate an authorized economic development organization
(EDO) to pledge local financial support for QTI projects, in advance of passage of
the QTI resolution. As of October 2008, eight communities had passed the one-time
resolution, significantly decreasing the overall time to secure QTI approvals for
projects in these areas. This includes the Counties of Baker, Charlotte, Osceola,
Pinellas, Polk and Putnam and the Cities of Dunedin and Jacksonville.

The QTI award is based on the number of net new to Florida jobs created by a
business as part of a location or expansion project. The amount of the QTI award
depends on project-specific factors, including number of jobs, average wage, and
location. Higher incentive awards are available to businesses creating higher-wage
jobs or locating in designated distressed areas. Table 2 shows the award amounts
for various project types.

Table 2
QTI Refund Award Amounts

BASE TAX REFUND AMOUNT (per job created)

Project Operating in a Targeted Industry $3,000
Project Operating in a Targeted Industry in an Enterprise Zone or Rural County $6,000
BONUS INCENTIVE AMOUNTS FOR HIGHER WAGES (per job created)

Average Wage is 150% of Prevailing Average Annual Wage (county, state, or MSA) Add $1,000
Average Wage is 200% of Prevailing Average Annual Wage (county, state, or MSA) Add $2,000
Project Operating in a Designated Brownfield Area Add $2,500
WAGE AND LOCAL MATCH WAIVERS (waivers must be requested in the local resolution)

Average Wagg Waiver (A waiver. of the 115% minimum wage standard may be requested, but the En tersrl:gzl ZAc: Ezz
company must still offer a wage that is comparable to the local, state, or MSA average.) Brownfield Areas
Local Match Waiver (A waiver of the 20% QTI match requirement may be requested; the company Rural Areas
will therefore only receive 80% of eligible award amount.) Brownfield Areas

Incentive Impact
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Businesses must commit to a job creation schedule and an average wage at the
time of application. These commitments become part of the QTI agreement between
the business and the State. After a company has commenced its location or
expansion project, it submits a claim for refund to the State according to the pre-
determined job creation schedule. Actual performance is then verified before any tax
refund payments are made; thereby ensuring businesses are having a positive
economic impact before incentives are realized.

QTI Tax Refunds are paid out over a minimum four year period. Twenty percent of
the award is provided by the local community while 80 percent is from the State. In
cases where the local financial support requirement has been waived, or a
community has chosen to provide the match in the form of an ad valorem tax
abatement or reduced real estate cost, the refund payment only consists of the
state’s 80 percent.

QTI allows refunds of a variety of state and local business taxes. This feature makes
QTI more flexible than many other states’ programs, which tie job creation incentives
to corporate income tax credits. These tax credits are beneficial to many companies,
but their value is often restricted by the company’s corporate income tax liability. In
order to enhance the value of these credits, some states allow businesses to use the
credits against employees’ personal income tax withholding—a tax Florida does not
impose—or sell the credits at a discount to other companies wanting to offset their
own tax liability.

The taxes eligible for refund under QTI are:

Corporate income taxes under chapter 220, Florida Statutes.

Insurance premium tax under s. 624.509, Florida Statutes.

Taxes on sales, use, and other transactions under chapter 212, Florida Statutes.
Intangible personal property taxes under chapter 199, Florida Statutes.
Emergency excise taxes under chapter 221, Florida Statutes.

Excise taxes on documents under chapter 201, Florida Statutes.

Ad valorem taxes paid, as defined in s. 220.03(1), Florida Statutes.

State communications services taxes administered under chapter 202, Florida
Statutes (this provision does not apply to the gross receipts tax imposed under
chapter 203 and administered under chapter 202 or the local communications

services tax authorized under s. 202.19).

The structure of QTI as a refund of multiple taxes provides businesses with several
ways to benefit from this incentive. At the same time it provides the state with a built-
in performance measurement system to ensure incentives are only paid to
businesses that have met their job creation and wage commitments and are paying
state and local taxes.

Incentive Impact
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Fiscal Year 2008 QTI Results

In FY 2008, 83 QTI applications were received by Enterprise Florida. During the
year, 53 QTI applications were recommended and subsequently approved by
OTTED. The difference between these two figures represents projects pending at
the end of FY 2008, those not recommended, and those withdrawn by businesses
before recommendation or approval. Additionally, the 53 approvals include several
projects pending at the end of FY 2007, which were approved in FY 2008.

While 53 QTI incentives were approved in FY 2007, at the time of this report, 49 of
these projects were still active (four projects chose not to move forward with their
location or expansion projects in Florida). A total of 64 QTI agreements were
executed during FY 2008, 23 of which were for projects also approved in FY 2008.
The remaining 41 were projects approved in the previous fiscal year. Since QTI
applications are accepted and approved on an ongoing basis, many businesses
approved for QTI in the middle or end of the fiscal year have not yet had an
opportunity to review and sign their agreements.

The 49 active projects approved in FY 2008 have committed to create 5,678 new

jobs in Florida. However, these businesses expect this figure to be slightly higher—

5,862. Businesses often commit to job creation figures that are more conservative
than what they actually

Figure 1 expect to achieve in order to
QTI Results for FY 2008 ensure they meet minimum
APPLICATIONS program performance
Total number of QTl applications received requirements. This also
by Enterprise Florida in FY 2008. happens with the average
APPROVALS wage commitment. In FY
Total number of QTl applications approved 2008, QTI businesses
by OTTED in FY 2008. committed to pay an average
64 AGREEMENTS wage of $51,726; however,
Total number of QT agreements executed in the expected average wage is
FY 2008 for projects approved in FY 2008 and $58,270. Figure 1 provides
previous fiscal years. additional detail on the FY
ACTIVE : : 2008 projects. Three of the
@ Total number of active QTI projects FY 2008 active projects are

approved in FY 2008. L ;
minority owned businesses.

IRy Oneisastart-upand one is a
LGN CE O - I small business.

Capital Investment $420 M

Jobs Created 5,862
Average Wage $58,270
10 Year Payback Ratio $20.51: 51

Incentive Impact

In FY 2008, 20 businesses
committed to pay

150% of the prevailing
wage and 12 committed
to pay 200% of the
prevailing wage.

Active QTI projects
approved in FY 2008
expect to pay an average
wage of $58,270—161%
of the average Florida
wage.



FY 2008 QTI businesses
locating in distressed
areas are paying an

average wage of $43,615,

and will generate
annual payrolls of
more than $40 million.
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AREAS OF ECONOMIC NEED

QTI has enhanced flexibility and higher awards for businesses creating jobs in areas
of economic need. These areas often have a more difficult time attracting business
investment because of their remote locations, lack of easy access to facilities or
infrastructure, or proximity to or location in economically depressed areas. Table 2
shows the added benefits and waivers available in these areas.

In FY 2008, twelve projects were approved and active in designated economically
distressed areas, which include rural and urban areas, Enterprise Zones, brownfield
areas, or a combination thereof. Table 3 shows the breakdown of these projects by
area characteristics. These businesses are creating 920 new jobs and investing
$107 million in distressed areas. Appendix D lists Florida’s rural and non-rural
counties along with the Enterprise Zone and brownfield designations.

Table 3
QTI Projects in Areas of Economic Need for FY 2008

Urban Count
e —al L

Enterprise Zone
Brownfield 0 3 3
Enterprise Zone and Brownfield 0 2 2

General Economic Distress Areas
(Rural County or Urban area)

TARGETED INDUSTRIES

QTI projects operate within a targeted industry and serve a multi-state market. The
list of targeted industries is extensive and includes those where incentives often play
a key role in the location decision (see Appendix A for the targeted industries list).

Targeted industries can generally locate their facilities anywhere in the country, or a
specific region, and are not primarily dependent upon the local market for resources
or customers. These
industries bring revenue
into the State of Florida,
while employing Florida

| residents, spending money
Support Services -

49, Information Technology on goods and services,

6% and hiring local vendors.

The overall direct, indirect,
and induced economic
impact of these businesses

Figure 2
FY 2008 Targeted Industry Breakdown
(49 Active Projects)

Administrative

Manufacturing

Corporate 43%
Headquarters ' )
33% is felt throughout regional

and state economies.

Figure 2 shows a breakout
of the 49 active projects
approved in FY 2008 by
targeted industry.

Professional, Scientific,

and Technical Services Finance and Insurance
10% 4%

Incentive Impact
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Fiscal Year 2008 Performance and Claims Paid
In FY 2008, OTTED paid a total of $14,514,513.64 in QTI tax refunds. These

payments were made to 98 different businesses for 110 QTI claims covering FY QTI businesses

2008 ($9,141,263.86) and FY 2007 ($5,373,249.78). receiving refunds in
FY 2008 exceeded

Businesses receiving QTI tax refunds in FY 2008 have created 24,535 new jobs, their average wage

exceeding their QTI job creation commitments by 49 percent. These companies commitments by 43%.

have also exceeded their average wage commitments by 43 percent.

QTI Results Since Inception

The QTI program’s performance-based structure requires the incentive award to be
spread out over a minimum of four years. This ensures employment and overall
economic contributions are sustained over a period of time. While some QTI refund

agreements later become inactive for various reasons, many of these businesses Nearly half of the 346
are still contributing to the economic prosperity of the state. For example, some QTI active and complete QTI
businesses fall short of the job creation schedule for a single year and therefore do projects have committed
not receive refunds, but still ultimately meet or exceed the pre-determined job goal. to pay at least 150% or
200% of the state or local
As of June 30, 2008, 821 average wage.
Figure 3

applications had been
recommended to OTTED for
RECOMMENDATIONS approval. Seven-hundred

Total number of QTl applications ninety of these were approved
recommended to OTTED since inception. and 670 agreements had
APPROVALS been executed. Of the

Total number of QT applications projects with agreements

QTI Results Since Inception

approved by OTTED since inception. executed or pending, 302
678 AGREEMENTS were active and 44 were

Total number of QT| agreements complete or nearly complete

executed since inception. at the end of FY 2008. The

ACTIVE impacts of the 346 active and

Total number of active QTI projects. complete projects are shown

in Figure 3. The active and
QTI PROJECTS committed to pay an average
Number of Projects wage that is 132 percent of
Capital Investment the prevailing state wage at
Jobs Created 67,004 the time the applications were

Average Wage $42,730 submitted.
10 Year Payback Ratio $14.74 : $1

TYPE OF PROJECTS

QTlI induces both new and existing Florida businesses to create new jobs in Florida.
It spurs job creation that would otherwise not occur without the incentive, or would
occur in another state. While not available to retain existing jobs, QTI is often
instrumental in influencing a company’s decision to remain and grow in Florida. For
example, the active and complete projects as of FY 2008 are retaining an estimated
19,480 existing Florida jobs, in addition to creating more than 67,000 new jobs.

Incentive Impact
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QTl is a critical component of the state’s ability to attract new businesses to Florida
and support growth of existing Florida companies. In addition, QTI is available for
start-up businesses
able to meet all program
requirements. Figure 4
shows a breakout of all
active and complete
QTI projects by project Recruitment
type. Of these projects, 49%
15 awards were made
to minority businesses, Expansion
one to a recycling 50%
business, three to small
businesses, and seven
to start-ups.

Figure 4
Active QTI Projects by Project Type

Start-up
1%

TARGETED INDUSTRIES

QTI projects are active across a wide range of targeted industries (see Appendix A
for the targeted industries list). Figure 5 shows the breakdown of the 346 active and
complete projects by targeted industry. The average wage percentages in Figure 5
indicate the average expected wage for all projects within the industry, as a percent
of the prevailing state wage at the time the original application was submitted. This
is a more realistic measure than a dollar figure, since many of these projects are
several years old and therefore difficult to compare to the wages of today’s projects.

Figure 5
Targeted Industries

Information Technology 5%
Projects: 17

Jobs Created: 4,238

% of State Avg. Wage: 152%

Capital Investment: $298 M

Administrative Support
Services 13%

Projects: 46

Jobs Created: 13,998

% of State Avg. Wage: 130%
Capital Investment: $421 M

Manufacturing 36%
Projects: 125

Jobs Created: 16,033

% of State Avg. Wage: 120%
Capital Investment: $1.9 B

Finance and Insurance 5%
Projects: 17

Jobs Created: 7,421

% of State Avg. Wage: 128%

Wholesale Trade 6% Capital Investment: $234 M

Projects: 22

Jobs Created: 6,735

% of State Avg. Wage: 98%
Capital Investment: $620 M

Professional, Scientific and
Corporate Headquarters 25% Technical Services 10%

Projects: 86
Jobs Created: 14,772

Projects: 33
Jobs Created: 3,807
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It is also important to note that while the state wage standard was used for
comparison purposes, many projects choose to benchmark against the county or
metropolitan statistical area (MSA) wage instead of the state wage; or are granted
wage waivers. An example of this is the wholesale trade industry sector, where
projects report an average wage that is 98 percent of the statewide average.
Although this is below the QTI requirement of 115 percent, many QTI-eligible
distribution projects fall along Florida’s I-10 corridor, which is also home to many
rural counties eligible for wage waivers, or these projects may be located within a
county with an average wage lower than the state.

COUNTY PARTICIPATION

While the use of QTI awards tends to be more concentrated in the major metropolitan
areas, all regions of the state participate in the program. Special considerations
provided to projects locating in certain distressed areas have played a role in
enhancing business expansion and location in these communities. Currently 46 of
Florida’s 67 counties have active or complete QTI projects. The map in Figure 6
shows the active and complete project distribution across the state.

SCAMER

SANTA ROSA

Figure 6
Distribution of All Active
and Complete QTI Projects
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B 3-10Projects
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AREAS OF ECONOMIC NEED

QTI has been a catalyst in spurring economic growth in distressed areas across
Florida. Of the 346 active and complete projects at the end of FY 2008, 92 projects,
or 27 percent of the total, were in areas of economic need. Table 4 shows the
distribution of projects across these areas. Appendix D includes a county breakdown
showing the Enterprise Zones and number of brownfield areas for both rural and
non-rural counties.

Table 4
Active and Complete QTI Projects in Areas of Economic Need
Since Program Inception

Urban Count
e ——L L

Enterprise Zone
Brownfield 2 12 14
Enterprise Zone and Brownfield 2 14 16

General Economic Distress Areas
(Rural County or Urban area)

ECONOMIC STIMULUS EXEMPTION

During the 2005 Legislative Session, the Economic Stimulus Exemption (ESE)
language in QTI and QDSC was modified to allow businesses affected by hurricanes
or named tropical storms, terrorist attacks, or an industry economic downturn to
receive additional time to meet their job creation commitments. Businesses with
claims due between January 1, 2005, and June 30, 2006, were eligible to apply for a
one or two year exemption. The legislation also allowed certain communities
significantly impacted by storms to apply for a waiver of the local financial support
requirement for QTI and QDSC projects, if providing this support would place a
financial burden on the community. One new ESE application was submitted and
approved during FY 2008, bringing the total number of ESEs approved under the
current legislation to 34.

The Economic Stimulus Exemption is an existing framework that would be effective
in helping Florida businesses that may not have met their QTI commitments due to
difficult economic times. Reinstatement of this exemption for CY 2007 and 2008 QTI
claims would maintain the QTI as an incentive to create jobs over a longer period of
time, and would also improve the payback on the state’s investment in this incentive,
since the payments would be made in later fiscal years.

CONCLUSION

QTI continues to be a strong part of Florida’s economic development toolbox. It is a
critical program used to induce high-quality job creation in Florida. Furthermore, as a
performance-based incentive, the program is designed to reward businesses only
after they are tax-paying contributors to the state and local economies. Given the
current economic climate, reinstatement of the Economic Stimulus Exemption would
help provide an additional incentive to these businesses to create new jobs in
Florida.

Incentive Impact
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QDSC TAX REFUND

QDSC Program Overview

The QDSC Tax Refund is a tool to preserve and grow Florida’s high-technology,
defense and space related employment base, giving Florida a competitive edge as
defense, homeland security, or space businesses acquire new contracts or
subcontracts, consolidate existing contracts, or convert to commercial production.

The 2008 Legislative Session brought about several changes to the QDSC program,
most notably the addition of “space business contractors” as eligible applicants. The
per job award amount was also modified to be consistent with QTI. Other
administrative changes included extension of the sunset date to June 30, 2014,
modification to the timing of refundable taxes, and allowance of land and buildings
conveyed at a discount to be used as the local match.

Fiscal Year 2008 QDSC Results

QDSC was specifically designed to fit the unique nature of the defense and space
industries. Due to this narrow focus, the program is not as widely used as QTI.
However, the companies that are approved for QDSC Tax Refunds often find this
incentive is a better fit than QTI. For example, unlike QTI, QDSC is available to
retain defense and space industry jobs, a feature that plays a critical role in the
state’s ability to preserve defense and space contractors.

The two businesses

During FY 2008, no new QDSC applications were received by Enterprise Florida or receiving QDSC refunds
approved by OTTED. However, two contracts for applications approved the previous in FY 2008 exceeded their
fiscal year were executed. QDSC activity level is expected to increase following the new job creation
inclusion of space business contractors as eligible applicants. commitments by 136%

and are paying average
wages 35% higher than
their original
commitments.

Fiscal Year 2008 Performance and Claims Paid

In FY 2008, OTTED paid claims to two QDSC businesses totaling $628,750. These
two businesses have exceeded their new job creation commitments by 136 percent
and are paying wages 35 percent higher than required.

QDSC Results Since Inception

Since inception of the QDSC program in November 1993, 38 applications have been
received by Enterprise Florida or the Florida Department of Commerce®. Twenty-
nine recommendations have been made, resulting in 28 approvals. There are
currently eight active or complete QDSC projects. While this discrepancy may seem
large, the nature of the industry is such that businesses frequently acquire new and
complete existing contracts or pursue the QDSC incentive but do not ultimately win
the corresponding contract(s).

* The QDSC incentive was in place prior to commencement of operations for Enterprise Florida, therefore
the Department of Commerce managed the initial projects.
Incentive Impact
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Figure 7 shows the
performance for the four
active and four complete
QDSC projects. These eight

Figure 7
QDSC Results Since Inception

APPLICATIONS . | dinf
Total number of QDSC applications received projects are located in four
by Enterprise Florida since inception. different counties: Brevard,
APPROVALS Okaloosa, Orange, an.d Palm
Total number of QDSC applications approved Beach. One of the active
by OTTED since inception. projects is located in an

23  AGREEMENTS urban Enterprise Zone. Of the
Total number of QDSC agreements executed four active QDSC projects,
since inception. two are for defense contract
ACTIVE & COMPLETED consolidations and two are
Current number of active (4) and completed (4) for new contract acquisitions.
QDSC projects.

ACTIVE AND COMPLETE PROJECT IMPACTS
Active & Complete Projects
Capital Investment $36.7 M

Jobs Created & Retained

Average Wage $68,999
Tax Refunds Approved $7,443,910
10 Year Payback Ratio $17.52: %61

CONCLUSION

The addition of space contractors to QDSC is expected to be a catalyst in Florida’'s
ability to retain space industry jobs. As the retirement of the space shuttle nears and
the space industry shifts to more commercial activity, businesses will increasingly
look beyond Florida for manufacturing, operations, and launch activities. Further,
other states such as Oklahoma and New Mexico are actively recruiting space
companies. One of Florida's key advantages is the existing skilled workforce.
However, as an emerging private industry, space businesses are going to be highly
cost conscious and therefore incentives will be critical to making Florida a financially
viable location option.

The defense industry is also poised to grow, as the Wars in Iraq and Afghanistan
continue. However, the anticipated withdrawals over the next several years will
require a refocus of Defense spending. While this could mean a decline in domestic
spending, U.S. businesses may be able to capture more international business as
foreign countries look to enhance their defense infrastructures.

Incentive Impact
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BROWNFIELD BONUS TAX REFUND

Brownfield Bonus Program Overview

The Brownfield Redevelopment Bonus is available to encourage redevelopment and
job creation within designated brownfield sites or areas. “Brownfield sites” are sites
that are generally abandoned, idled, or underused industrial and commercial
properties where expansion or redevelopment is complicated by actual or perceived
environmental contamination. “Brownfield area” means a contiguous area of one or
more brownfield sites, some of which may not be contaminated, and which has been
designated by a local government resolution. Such areas may include all or portions
of community redevelopment areas, enterprise zones, empowerment zones, other
such designated economically deprived communities and areas, and Environmental
Protection Agency-designated brownfield pilot projects.

Pre-approved applicants may receive tax refunds of up to $2,500 per new job
created in a designated brownfield area. Refunds are based upon taxes paid by the
business, including corporate income, sales, ad valorem, intangible personal
property, insurance premium, and certain other taxes.

The Brownfield Redevelopment Bonus may be awarded in addition to the QTI
award. If not a QTI business, the applicant must demonstrate a fixed capital
investment of at least $2 million and the development must include mixed-use
business activities, including multiunit housing, commercial, retail, or industrial and
create at least 10 new Florida full-time jobs with benefits, excluding construction and
site remediation jobs.

Additionally, an applicant must:
Demonstrate that the project will diversify and strengthen the economy of the
area surrounding the site;

Show that the project will promote capital investment in the area beyond that
contemplated for the rehabilitation of the site; and

Provide a resolution from the city or county commission recommending the
applicant and committing to provide 20 percent of the tax refund (if a community
requests a waiver of the local match, the applicant receives 80 percent of the
refund for which they would otherwise qualify).

Incentive Impact
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QTI with Brownfield Bonus Results
In FY 2008, four new

Brownfield Bonus Figure 8
applications were QT with Brownfield Bonus

recommended and Results Since Inception

approved in conjunction APPLICATIONS

with QTI projects. These Total number of QTI with Brownfield Bonus
projects are expected to applications received by Enterprise Florida
lead to 189 new jobs at an I since inception.

average wage of $55,519, 45 APPROVALS

and new Capita| investment Tﬂtﬂlﬂ"mherﬂfﬂ“ with Brownfield Bonus

applications approved by OTTED

of $31 million. One of these since Inception,

projects is also located

s . 41 AGREEMENTS
within an Enterprise Zone. Total number of QTl with Brownfield Bonus
agreements executed since inception.
Th(_ere are cu_rrently 28_ ACTIVE
active QTI with Brownfield Total number of active QT with
Bonus projects. The current Brownfield Bonus projects.

active projects are in nine
different counties. These
active projects are expected
to create 3,120 new jobs
within Florida. Figure 8
shows the impact these
projects are having across
the state.

ACTIVE PROJECT IMPACTS
Active Projects

Capital Investment

Jobs Created

Average Wage $48,628
Tax Refunds Approved
10 Year Payback Ratio

Brownfield designated areas are also often part of other special needs areas,
including rural and urban communities and Enterprise Zones. Table 5 shows the
distribution of QTI with Brownfield Bonus projects across these economically
distressed areas.

Table 5
QTI With Brownfield Bonus Projects in Areas of Economic Need
Since Program Inception

Urban Count
e —L L

Brownfield

Enterprise Zone and Brownfield

Incentive Impact
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Brownfield Bonus Results

In FY 2008, two new Brownfield Bonus applications were received by Enterprise
Florida and subsequently approved by OTTED. These two projects are expected to
create 325 new jobs and make capital investments of more than $105 million.

Enterprise Florida has recommended a total of 19 Brownfield Bonus projects for
approval. Eighteen of these have been approved (one was withdrawn before
approval) and 16 projects are
Figure 9 currently active. These 16

Brownfield Bonus Only Results Since Inception  businesses are creating 2,406
new jobs and making capital

APPLICATIONS investments of more than
Total number of Brownfield Bonus applications $479 million. Nine of these
received by Enterprise Florida since inception. projects are also located
APPROVALS within Enterprise Zones and
Total number of Brownfield Bonus applications one is within an urban area.
SpveC ST E S cp fons Ten of these businesses are
14 AGREEMENTS engaged in retail activities,
Total number of Brownfield Bonus agreements three are in warehousing or

Sedite shhcs{Rcepan. distribution, two are lodging

ACTIVE establishments, and the other
Current number of active Brownfield Bonus is a manufacturer. Figure 9
projects. i

outlines the impact the active
ACTIVE PROJECT IMPACTS Brownfield Bonus projects are
Active Projects having across the state.
Capital Investment

Jobs Created

Average Wage $23,495
Tax Refunds Approved $4,963,500
10 Year Payback Ratio $22.69: %1

The five businesses

Fiscal Year 2008 Performance and Claims Paid receiving Brownfield
Brownfield Bonus only claim payments were made to five businesses in FY 2008, Bonus refunds in FY 2008
totaling $392,777.50. These five businesses exceeded their job creation exceeded their job
commitments by 11 percent and are paying average wages that are 32 percent creation commitments by

11% and are paying
average wages 32%
higher than their original
commitments.

higher than their original commitments. In addition, nine claim payments were made
to businesses receiving the Brownfield Bonus with QTI. These claim payments
totaled $544,694.36 for the Brownfield Bonus portions only.

Incentive Impact
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INCENTIVES WORKING TOGETHER TO MEET BUSINESS NEEDS

While job creation-based incentives such as QTIl, QDSC and Brownfield Bonus are
important to businesses, it is critical to focus first on the “big picture” and assess all
of the factors playing a role in the company’s location decision. After identifying the
company’s needs and offering potential solutions, Enterprise Florida may turn to one
of the State’s other targeted incentives. These programs, which are often coupled
with local incentives that vary by jurisdiction, complement one another to provide a
comprehensive incentive package to businesses that are helping the state to
achieve the goals of high-quality job creation and economic diversification.

The Economic Development Transportation Fund addresses a specific need faced
by certain businesses considering locating, expanding, and remaining in Florida.
This incentive is offered in the form of grant funding to a local government entity to
alleviate transportation impediments that may exist at a site under consideration by
a business, if the required transportation project is not part of the community’s
transportation improvement plan within the timeframe required by the company.

Several incentives focus on attracting jobs and capital investment in certain portions
of sectors that have been designated as high impact. These designations resulted
from in-depth market research and industry analysis and currently include
semiconductor manufacturing, transportation equipment manufacturing (aviation /
aerospace and automobile manufacturing), life sciences, financial services,
corporate headquarters, and clean energy (added in September 2008). The High
Impact Performance Incentive and the Capital Investment Tax Credit were created
specifically for businesses operating in these high impact industries and require
significant capital investments and job creation.

Workforce training is a key component to business success in Florida. Through
Workforce Florida, Inc., both the Quick Response Training and Incumbent Worker
Training programs provide grants for businesses’ customized training needs.

The Semiconductor, Defense, and Space Technology Sales Tax Exemption allows
businesses engaged in qualifying activities to receive a sales tax exemption
certificate for their equipment purchases. This exemption encourages additional
investment and expansion by businesses operating in these targeted industries and
helps ensure their long-term survival by reducing their tax burden.

Additionally, Florida offers tax credit, refund, and grant programs for certain
distressed areas such as Enterprise Zones and Rural and Urban areas as well as
sales tax exemptions for specific industries, including manufacturing, research and
development, and space. These programs are managed by various State agencies,
including OTTED, Enterprise Florida, and the Department of Revenue.

Other Incentive Programs
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Enterprise Florida attempts to meet each company’s needs using existing resources
and applicable standard state incentive programs as required to secure a project.
However, Florida may still face a significant competitive disadvantage in which case
Enterprise Florida may recommend the Governor consider utilizing the Quick Action
Closing Fund. The Closing Fund helps narrow the gap Florida faces vis-a-vis other
states and has been useful in recent years to help secure major projects for Florida.
The Innovation Incentive is another discretionary tool that has been successful in
inducing major research or innovation projects to locate in Florida.

These programs work together to support new and existing Florida businesses
statewide. Emphasis is placed on attracting businesses in certain high impact
sectors, as well as those considering locating in distressed areas. This strategy
leads to increased economic diversification across the state.

ECONOMIC DEVELOPMENT TRANSPORTATION FUND

The Economic Development Transportation Fund (EDTF or Road Fund) is used to
alleviate transportation impediments that adversely affect a company’s location or
expansion decision. The incentive is available in the form of a grant to the local
government responsible for the transportation project and is submitted on behalf of a
business considering locating or expanding in Florida.

Road Fund grants are used to improve the transportation infrastructure across the
state by making modifications to existing roadways such as turn lanes and
signalization or creating new infrastructure such as access roads. These
improvements make it possible for a company to locate or expand at a specific site,
which would otherwise not be suitable but for the transportation improvements.

The amount of a Road Fund grant depends on several factors, including cost of the
transportation improvements, number of jobs created or retained, and location in an
area of economic need. The award amount is equal to the eligible transportation
improvement costs, up to $7,000° per job created or retained. A higher award
amount may be warranted for projects meeting certain pre-defined criteria such as
location in a distressed area or significant capital investment.

In FY 2008, 10 Road Fund applications were received by Enterprise Florida. During
the year, six projects were approved, five of which are active. Grants totaling
$6,032,860 were approved in

FY 2008, including several

carried forward from FY 2007 EDTF Results for FY 2008

funding. Manufacturers
accounted for three of the
active projects, and two were
for corporate headquarters. Of
the five active projects, two
were in rural areas. Figure 10
shows the anticipated impact
of these projects.

® In September 2008, Enterprise Florida recommended, and OTTED subsequently approved, an increase
in the per job award guidelines for Road Fund projects from $5,000 to $7,000 per job.

Other Incentive Programs
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Since the inception of the program, Road Fund projects have helped build
infrastructure across the State. Over the past five fiscal years, 66 Road Fund
projects have been approved, 50 of which are still active or have been completed.
These 50 projects are helping create and retain 18,931 jobs in Florida and have
spurred more than $1.3 billion in new capital investment. These jobs are paying an
average of 141 percent of the prevailing state wage at the time the application was
submitted.

Road Fund projects approved during the past five fiscal years are currently active or
have been completed in 26 of Florida’s 67 counties. Figure 11 shows the level of
Road Fund project activity throughout the state.

- HOLMES
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Figure 11
Distribution of

All Active and Complete
EDTF Projects Approved
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Road Fund projects are
infusing $1.3 billion of
new, private sector
capital investment into
Florida’s economy.



Over the past five years,
54% of Road Fund dollars
have been awarded in
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Half of all active and complete Road Fund projects approved over the past five years
are located in areas of economic need, such as rural communities, Enterprise
Zones, and brownfield and urban areas. Road Fund grants are of critical importance
in these areas, which often do not have highly developed transportation
infrastructure, making it difficult for businesses to locate or expand. Table 6 shows
the distribution of Road Fund projects in these areas.

Table 6
EDTF Projects in Areas of Economic Need (5 Years

Urban Count
e —l

Enterprise Zone 12
Brownfield 0 2 2
Enterprise Zone and Brownfield 2 1 3

General Economic Distress Areas
(Rural County or Urban area)

HIGH IMPACT PERFORMANCE INCENTIVE

The High Impact Performance Incentive (HIPI) is a negotiated incentive used to
attract and grow major, high impact facilities in Florida. Grants are provided to pre-
approved applicants operating in designated portions of high-impact sectors, which
currently include clean energy (added in FY 2009) life sciences, financial services,
corporate headquarters, transportation equipment manufacturing (includes aviation /
aerospace and automotive manufacturing), and semiconductor manufacturing.

Eligible businesses must create at least 100 new jobs and demonstrate new capital
investment of at least $100 million. The HIPI program is reserved as an inducement
for major, highly competitive projects, and therefore is rarely used. The amount of
the HIPI grant recommended is based on a variety of factors, including the award
ranges outlined in the statute, amount necessary to secure the project, and overall
payback to the state. Every project is unique and therefore warrants consideration of
these multiple factors.

Once recommended by EFI, approved by OTTED, and after signing a performance
agreement, the applicant is awarded 50 percent of the eligible grant amount upon
“commencement of operations”. The balance is awarded once full employment and
capital investment goals have been met, which is defined as “commencement of full
operations”.

HIPI was specifically designed to attract the projects having the largest economic
impact on the State and those operating within sectors known for their high wages,
large capital investments, and ability to attract other similar high-wage businesses.
Though reserved only for projects meeting the statutory criteria, this program has
been critical in securing several key projects since its inception.

Other Incentive Programs
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In FY 2008, two new HIPI applications were received by Enterprise Florida. Since
inception of the program through the end of FY 2008, six projects have been
recommended and subsequently approved to receive HIPI grants (final orders
issued). Two of these projects were in the silicon technology sector, and the
remaining four were in the transportation equipment (aerospace) sector. Two of
these projects have been completed and one is currently active. One HIPI payment
totaling $1,575,000 was
Figure 12 made during FY 2008. Figure
HIPI Results Since Inception 12 shows the impact the
three active and complete

?PI:LIC?TI?SS licati ived HIPI projects are having in
otal number o applications receive the State of Elorida.

by Enterprise Florida since inception.

6 APPROVALS

Total number of HIPI applications In September 2008, OTTED

approved by OTTED since inception. approved the .

6 AGREEMENTS recommendation of
Total number of HIPI agreements Enterprise Florida’s Board of
executed since inception. Directors to designate clean
ACTIVE & COMPLETED energy as a. new high impact
Current number of completed (2) and active (1) sector, making businesses
HIPI projects. operating within the sector

eligible for HIPI and CITC
See the Industry Focus:
Clean Energy section for
additional details on the
industry.

ACTIVE AND COMPLETE PROJECT IMPACTS
Active & Complete Projects
Capital Investment

Jobs Created & Retained

Average Wage $65,760
10 Year Payback Ratio $9.91: %1

CAPITAL INVESTMENT TAX CREDIT

The Capital Investment Tax Credit is used to attract and grow capital-intensive
industries in Florida. It is an annual credit, provided for up to 20 years, against a
company’s corporate income tax. The amount of the annual credit is based on the
eligible capital costs associated with a qualifying project. Eligible capital costs
include all expenses incurred in the acquisition, construction, installation, and
equipping of a project from the beginning of construction to the commencement of
operations.

To participate in the program, a company must apply to Enterprise Florida and be
certified by OTTED prior to the commencement of operations. To qualify for
consideration under the program, an applicant must:

Operate within a designated portion of a high impact sector, currently defined as
semiconductor manufacturing, transportation equipment, information technology,
life sciences, financial services, corporate headquarters and clean energy;

Create at least 100 new jobs in Florida in connection with the project; and

Make a cumulative capital investment of at least $25 million in connection with
the project during the period from the beginning of construction to the
commencement of operations.

Other Incentive Programs
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The amount of the annual credit is up to 5 percent of the eligible capital costs
generated by a qualifying project, for up to 20 years. The annual credit may not
exceed a specified percentage of the annual corporate income tax liability generated
by the project: 100% for a project with a cumulative capital investment of at least
$100 million; 75% for a project with a cumulative capital investment of at least $50
million but less than $100 million; 50% for a project with a cumulative capital
investment of at least $25 million but less than $50 million.

The Capital Investment

Tax Credit has helped Figure 13
FY 2008 Active CITC Projects by Sector

multiple companies
initiating capital-

. . . 15 ion Equi
intensive projects by ransportation Equipment

) ) (Aviation/Aerospace)
offsetting a portion of 15%
their tax liability. This _
incentive promotes Information
. o Technology
investment in industry 31%
sectors designated as Life Sciences

having major direct and 3%

indirect impacts on the
state and local
community. Figure 13 Corporate Headquarters
shows the distribution of 15%
active projects across
these high-impact sectors.

During FY 2008, four new CITC applications were submitted to Enterprise Florida.
Three CITC projects were approved during FY 2008, with the remaining application
still pending at the end of the fiscal year. There are currently 13 active CITC
projects. The impact of these projects is shown in Figure 14.

CITC Results for Active Projects in FY 2008

The significant investments made as part of CITC projects helps increase the ad
valorem tax base of the local community as well as increase state sales tax
revenues from material and equipment purchases used as part of the investment.
When the company utilizes the credit, the actual value of the incentive correlates
with the profitability of the business taking the credit, thereby rewarding successful
operations. In cases where businesses do not achieve the minimum performance
standards, they become ineligible for the credit. However, these businesses often
continue to contribute to the state’s economy through employment of Floridians,
purchases from vendors, and state and local tax payments.

Other Incentive Programs
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QUICK ACTION CLOSING FUND

The Quick Action Closing Fund is a discretionary tool that can be accessed by the
Governor, after consultation with the President of the Senate and the Speaker of the
House of Representatives and approval of the Legislative Budget Committee, to
respond to unique requirements of wealth-creating projects. When vying for
intensely competitive projects, Closing Funds may be utilized to overcome a distinct,
guantifiable disadvantage after other available resources have been exhausted or
when a Closing Fund award is more cost-effective.

In FY 2008, eight projects were approved by the Legislative Budget Committee. Six
of these are still active and two companies approved for funds decided not to
proceed with their projects in Florida. The six active projects approved in FY 2008
for a total of more than $44 million in Closing Fund awards are creating and
retaining 6,446 high-quality jobs in Florida, at an average expected wage of
$55,758. One of these businesses located in an Urban Enterprise Zone and another
located in a Brownfield area.

: As shown in Figure 15, over time
QACF Results for Active and the Closing Fund has been helpful
Complete Projects in FY 2008 in securing projects that are

. - economic contributors to the state.
The 28 currently active and
complete Closing Fund projects
are leading to 11,122 new jobs
and retaining 6,194 existing
Florida jobs. Furthermore, these
projects are making private sector
capital investments of more than $1.3 billion into the Florida economy and are
expected to have a 10-year payback ratio of $9.64 : $1 (includes all Closing Fund, QTI
and HIPI incentive awards). These projects represent 16 new businesses to the state,
six expansions of existing Florida businesses, and six retention and expansion
projects.

Figure 16 shows the wide

range of industry sectors Figure 16

receiving Closing Fund FY 2008 Active Closing Fund Projects by Sector
awards. All of these projects )

are within targeted Financial Services Manufacturing

14% 14%

industries, and many are
within one of Florida’s
designated high impact
sectors.

Distribution Life Sciences
7% 11%

Corporate

Information Headquarters

Technology 11%
18%

Aviation/Aerospace
25%
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The Closing Fund is an important tool used to recruit businesses for the State of
Florida, at the discretion of the Governor and legislative leaders. With a $45 million
appropriation for fiscal year 2008 and slightly higher for 2009, Enterprise Florida is
assisting existing and potential new Florida businesses to create jobs that will have
a material impact on the state and local communities. This tool is especially critical
in today’s economic climate and has been valuable in helping retain existing Florida
jobs.

INNOVATION INCENTIVE

The Innovation Incentive was created by the 2006 Legislature to ensure sufficient
resources are available to allow the state to compete effectively for high-value
research and development projects and major innovation business projects creating
significant jobs and making large capital investments.

In order to qualify for an Innovation Incentive award, a research and development
project must:
Serve as a catalyst for an emerging or evolving technology cluster.

Demonstrate a plan for significant higher education collaboration.

Provide the state, at a minimum, a break-even return on investment within a
20-year period.

Be provided with a one-to-one match from the local community. The match
requirement may be reduced or waived in rural areas of critical economic
concern or reduced in rural areas, brownfield areas, and enterprise zones.

If not a research and development project, a qualifying innovation business project
must:
Result in the creation of at least 1,000 direct, new jobs at the business; or result
in the creation of at least 500 direct, new jobs if the project is located in a rural
area, a brownfield area, or an enterprise zone.

Have an activity or product that is within an industry that is designated as a
target industry business under s. 288.106 or a designated sector under s.
288.108.

Have a cumulative investment of at least $500 million within a 5-year period; or
have a cumulative investment that exceeds $250 million within a 10-year period
if the project is located in a rural area, brownfield area, or an enterprise zone.

Be provided with a one-to-one match from the local community. The match
requirement may be reduced or waived in rural areas of critical economic
concern or reduced in rural areas, brownfield areas, and enterprise zones.

The 2008 Legislature added new qualifying criteria for alternative and renewable
energy projects, in addition to the research and development and innovation
business projects outlined above. This addition will strengthen the ability of the
Innovation Incentive to attract diverse project. However, no funds were appropriated
for the Innovation Incentive for fiscal year 2009; therefore Florida will be unable to
reap the benefits of this legislative change in the short term.
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Funding of $250 million was available for the Innovation Incentive during FY 2008.
These funds were allocated between four research and development projects across
the state and will be paid out over multiple years. The $250 million in state support is
coupled with significant financial and in-kind support from the local communities.
The local financial support is being provided in various ways including cash to
support initial research operations, free land, university staff appointments and
collaboration, and start-up facility space.

In addition to four projects approved in FY 2008, three projects are active from FY
2007. Figure 17 shows the significant impact the seven Innovation Incentive Fund
projects are expected to have over the next 20 yearss. As this data indicates,
although the early state investment is high, the State of Florida will reap significant
benefits for many years in the future and will continue to attract major research
institutions, manufacturers, and other businesses leading to long-term, high-quality
employment opportunities for residents.

Innovation Incentive Fund Project Impacts

QUICK RESPONSE TRAINING

The Quick Response Training (QRT) Program provides grant funding for customized
training required by new or expanding businesses. Through this business-driven
program, Florida is able to effectively retain and attract businesses creating new
high-quality jobs. Workforce Florida, Inc. administers the program. This
performance-based program is a key component of Florida’s incentive portfolio, as
most competitor states have similar training incentive offerings.

During FY 2008 with a $5 million appropriation, 16 applicants were approved for
QRT awards totaling $1,606,960, compared to requests of $4,544,739. The
$1,606,960 in QRT grants was used to leverage $23,455,959 in private training
funds, helping to train 2,280 Florida citizens. QRT requires the company provide a
portion of the training-related funds, either in the form of cash or an in-kind
contribution. The QRT awards leverage significant matching funds from the
companies, which in turn stimulate local spending on training providers, employee
wages, printing materials, and other resources.

® Analysis conducted using REMI Policy Insight®, a leading forecasting and policy analysis model.
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QRT awards are distributed throughout the state, with funding priority given to
businesses located in certain distressed areas such as Rural Areas of Critical
Economic Concern, Enterprise Zones, and brownfield areas. FY 2008 QRT awards
in brownfield areas totaled $135,398 and trained 89 employees while during the
same timeframe Rural Areas of Critical Economic Concern awards total $215,425
and trained 641 employees.

In response to both the statutory mandate to reserve 30 percent of QRT funds for
businesses locating in Enterprise Zone, Rural or brownfield areas, as well as the
current economic conditions leading to a decline in demand for QRT funds,
Workforce Florida’s Board of Directors identified the energy sector (including water-
related occupations) as a critical sector in need of workforce solutions. Workforce
Florida has set aside up to $1.5M of QRT funds for training existing and/or new
employees for the utility industry in the three Rural Areas of Critical Economic
Concern as well as other rural counties within a utility’s service territory. Potential
training will include occupations associated with energy, alternative energy, water,
wastewater, solar, photovoltaic and other occupations identified as critical to the
utility industry.

During FY 2009, Workforce Florida made its first awards to the South Central and
North Central RACECs and Citrus County for energy and water industry training
assistance. These grants will lead to enhanced skills for several hundred Florida
residents.

INCUMBENT WORKER TRAINING

The Incumbent Worker Training (IWT) Program provides grant funding for the
training needs of existing for-profit businesses. Through this business-driven
program, Florida is able to effectively retain and keep businesses competitive
through upgrade skills training for existing full-time employees. Workforce
Florida, Inc. administers the program.

In FY 2008, 187 IWT requests were received totaling $6,477,808. Awards totaling
more than $3,630,488 were made to 145 individual companies, with these
businesses providing $24,796,907 in matching funds. A total of 8,441 employees
were trained as part of Florida's IWT program in FY 2008.

Established in 1999, IWT has provided customized training for 92,880 employees in
more than 886 businesses throughout the state. The program has been structured to
be flexible to meet the business’s training objectives. The business may use public,
private, or its own in-house training provider, based on the nature of the training.
Figure 18 details the impact of the IWT program over time.

IWT Results (FY 2001 - FY 2008)
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SEMICONDUCTOR DEFENSE AND SPACE TECHNOLOGY SALES
TAX EXEMPTION

Florida recognizes that semiconductor, defense and space technology facilities
make significant annual investments in high technology replacement equipment in
order to keep pace with rapid advances in technology. Businesses involved in
semiconductor, defense and space technology production are eligible to apply for a
two-year sales tax exemption certificate for equipment purchases. Companies may
renew their certificates after two years if there have been no material changes in the

activities performed by the business at the facility receiving the exemption. The average wage paid

by businesses approved

. L ) , . . for the SDST exemption
In FY 2008, nine SDST applications were received by Enterprise Florida. During the i, £v 2003 is $53.119,

year, 10 SDST applications were approved, including one pending from the previous \hich is 147% of the
fiscal year. The 10 approvals included seven new certifications and three renewal State average.
applications from businesses previously receiving the exemption (under the previous

legislation). Of the 10 SDST sales tax exemptions approved in FY 2008, eight were

for businesses involved in defense technology, one in semiconductor technology,

and one in space technology. The average wage paid by businesses approved for

the SDST exemption in FY 2008 is $53,119.

Since inception of the program, 130 applications have been recommended and
approved on behalf of 49 companies. Twenty-two of these businesses are engaged
in semiconductor technology, 26 in defense technology and one in space
technology.

LOCATION BASED INCENTIVES

Rural Incentives

Various incentives are available for economic development projects in Florida’s 32
rural counties. The rural incentives complement the state’s other economic
development incentives by focusing on items that address the specific needs of rural
communities, including infrastructure and financial assistance. In addition, many of the
other state incentive programs offer special considerations for projects locating in rural
counties. For example, rural counties may request waivers for the average wage and
local financial support for QTI, and higher per job award amounts may be offered
under the Road Fund program to further build infrastructure in these communities.

RURAL INFRASTRUCTURE FUND

The Rural Infrastructure Fund is a resource available to rural communities in Florida to
facilitate the planning, preparation and financing of infrastructure projects in rural
communities which will result in job creation, capital investment, and the strengthening
and diversification of rural economies by promoting tourism, trade and economic
development. Eligible projects may also include improving any inadequate
infrastructure that has resulted in regulatory action that prohibits economic or
community growth or reducing the costs to community users of proposed
infrastructure improvements that exceed such costs in comparable communities. The
maximum amount available per grant/project is limited to 25 percent of appropriated
funds or 30 percent of the total infrastructure costs, whichever is less.
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This program is intended to provide additional financial assistance that will enable
rural communities to better access other infrastructure funding programs, including,
but not limited to, those offered by the U.S. Department of Agriculture-Rural
Development (USDA-RD) and the U.S. Department of Commerce-Economic
Development Administration (EDA). Successful applicants will be those who achieve
the maximum level of funds by ensuring that all relevant sources of funding (federal,
state, local, and private sector) have been utilized and by ensuring that every possible
effort has been made to minimize administrative expenses, including those relating to
the use of consultants.

There are three (3) types of grants available:
Total Project Participation Grants. Grants for up to 30 percent of the total
infrastructure project costs related to specific job-creating opportunities may be
awarded to applicants who have applied for the maximum available under other
state or federal infrastructure funding programs.

Preclearance Review Grants. To facilitate the access of rural communities to the
resources available under the Expedited Permitting — Preclearance Review
Process (s. 403.973(18), F. S.), grants may be awarded for surveys, feasibility
studies and other activities related to the identification and preclearance review
of potential land use modifications. The amount of a grant available in this
category and the level of match required is dependent on the location of the
project and will be affected by the degree to which administrative and consultant
expenses have been minimized and the degree to which the application meets
the criteria of the program.

Feasibility Grants. To facilitate the location or expansion of specific job-creating
opportunities, grants may be awarded for infrastructure feasibility studies, design
and engineering, or other planning and preparation activities.

During FY 2008, $2.7 million was appropriated, making $675,000 the maximum grant
for any project. Four Total Project Participation Rural Infrastructure Fund applications
were received by Enterprise Florida in FY 2008. All four of these were approved during
the year, for awards totaling $1,709,186. These four projects are expected to create
363 new jobs, retain 5 existing jobs, and make capital investments of $300 million in
Florida’s rural areas.

During FY 2008, one Feasibility Grant Rural Infrastructure Fund application was
recommended by Enterprise Florida and approved, totaling $124,000 in Feasibility
Grant funds.

RURAL COMMUNITY DEVELOPMENT REVOLVING LOAN PROGRAM

The Rural Community Development Revolving Loan Program provides financial
assistance to local governments in the form of either a loan or loan guaranty. The
purpose of the program is to provide financial assistance for a specific project that will
lead to the creation of new jobs and increase the economic vitality and diversification
of Florida’s rural counties. The maximum amount of financial assistance available for
each project is $560,000. In FY 2008, no Rural Community Development Revolving
Loan applications were received or approved.
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REGIONAL RURAL DEVELOPMENT GRANTS

The Regional Rural Development Grants Program provides financial assistance for
regional economic development organizations. The purpose of the program is to
encourage the use of regional economic development organizations by rural counties
to leverage limited resources to the fullest extent possible and to help build the
professional capacity of those organizations. The maximum amount of financial
assistance available for the program is $35,000, unless the organization represents a
Rural Area of Critical Economic Concern, which would raise the maximum amount to
$100,000. This grant must be matched on a dollar for dollar basis at the local level.

In FY 2008, five Regional Rural Development Grant applications were recommended
by Enterprise Florida for approval, resulting in grants totaling $315,284.

RURAL JOB TAX CREDIT PROGRAM

The Rural Job Tax Credit is an incentive for eligible businesses located in one of
Florida’s 32 rural counties to create new jobs. The tax credit provides for $1,000 per
new qualified employee and can be taken against either the Florida Corporate
Income Tax or the Florida Sales and Use Tax. Five million dollars of tax credits may
be approved in a calendar year. These tax credits are provided to encourage
meaningful employment opportunities that will improve the quality of life of those
employed and to encourage economic expansion of new and existing businesses in
rural areas of Florida.

Eligible businesses must operate within one of the following industry sectors: a QTI
targeted industry (see Appendix A); agriculture, forestry, and fishing; manufacturing;
hotels and other lodging places; public warehousing and storage; research and
development; public golf courses; amusement parks; and customer service centers.

For calendar year 2007, six Rural Job Tax Credit applications were approved. Four
of these were for existing businesses and two were for new businesses. These six
applicants were approved for $204,000 in credits and are creating 204 new jobs.

Urban Incentives

The Florida Legislature created the Urban Job Tax Credit in 1997 to encourage the
creation of jobs in urban areas of Florida. The program provides tax credits to
eligible businesses located within one of the 13 urban areas designated by OTTED
and hiring a specific number of employees. The credit ranges from $500 to $2,000
per qualified job and can be taken against either the Florida Corporate Income Tax
or the Florida Sales and Use Tax. The amount of the credit depends on the area’s
designated tier.

A total of $5 million of tax credits may be approved under the Urban Job Tax Credit
each calendar year. One million dollars of tax credits is exclusively reserved for
businesses located within Tier One designated areas.

For calendar year 2007, 13 Urban Job Tax Credit applications were approved.
Seven of these were for new businesses and six were for existing businesses.
Applicants were approved for $654,000 in credits and are creating 587 new jobs in
designated urban areas.
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Enterprise Zone Incentives

Administered by OTTED, the Florida Enterprise Zone Program offers businesses
located in enterprise zones corporate and sales tax credits for hiring residents of
enterprise zones. Sales tax refunds are offered to businesses located in a zone that
purchase building materials and business equipment for use in the zone. Corporate
tax credits are available to new and expanding businesses that locate or expand
their facilities in a zone. In some zones, a partial sales tax exemption on electrical
energy is available to new businesses locating there. In addition to these state
incentives, local governments also provide a number of incentives to attract new
businesses, as well as to help existing businesses expand. Table 7 shows the
impact Enterprise Zone incentives had on spurring economic development for the
period of October 1, 2006, through September 30, 2007.

Table 7
Enterprise Zone Incentive Impacts

CATEGORY 6 TO 9/30/07

New Businesses Within a Zone 4,976
New Jobs Created Within a Zone 11,456
Businesses Receiving Technical Assistance 16,170
State Incentives Approved $35,718,744
Jobs Tax Credit (Sales Tax) $6,087,843
Jobs Tax Credit (Corporate) $5,919,236
Property Tax Credit (Corporate) $2,291,961
Sales Tax Refund for Building Materials $18,855,129
Sales Tax Refund for Business Equipment $1,771,396
Sales Tax Exemption for Electrical Energy $793,179
Local Incentives Provided $10,006,935

Total State and Local Incentives Approved $45,725,679

For the five year period ending October 2007, incentives have helped more than
17,000 new businesses to locate within Florida's Enterprise Zones. These
businesses have created more than 48,000 new jobs as a result of $83.1 million in
local and $85.8 million in State incentives.

Brownfield Incentives

In addition to the previously outlined Brownfield Bonus Tax Refund for job creation,
additional incentives are available for businesses locating and cleaning up
designated brownfield sites. The Voluntary Cleanup Tax Credit is available for
investments made to rehabilitate brownfield sites for businesses that have entered
into a Brownfield Site Rehabilitation Agreement (BSRA). State loan guarantees for
primary lenders are also available to assist with financing improvements at
brownfield sites. Additional Federal incentives are also available to encourage
cleanup and help spur redevelopment of brownfield sites.
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OTHER FLORIDA INCENTIVES FOR BUSINESSES

Florida offers a variety of incentives for businesses, which include sales tax
exemptions, financing programs, and infrastructure assistance. While not a complete
list, the programs outlined below represent ways the state is working to ensure
Florida maintains its business-friendly environment.

Sales Tax Exemptions
Florida offers Sales and Use Tax Exemptions on the following business-related
items:
Machinery and equipment used by a new or expanding Florida business to
manufacture, produce or process tangible personal property for sale;

Labor, parts and materials used in repair of and incorporated into machinery and
equipment;

Electricity used in the manufacturing process;

Certain boiler fuels (including natural gas) used in the manufacturing process;

Semiconductor, defense and space technology-based industry transactions
involving manufacturing equipment;

Machinery and equipment used predominantly in research and development;
Labor component of research and development expenditures;

Commercial space activity — launch vehicles, payloads and fuel, machinery and
equipment for production of items used exclusively at Spaceport Florida;

Aircraft parts, modification, maintenance and repair, sale or lease of qualified
aircraft; and

Production companies engaged in Florida in the production of motion pictures,
made for television motion pictures, television series, commercial music videos
or sound recordings.

Entertainment Industry Financial Incentive

Through the Office of the Film Commissioner, the State of Florida offers a cash
reimbursement on the total Florida budget of certain filmed entertainment programs
and for new digital media projects. Eligible expenditures include most pre-
production, production, and post-production goods and services purchased from
Florida vendors. This also includes wages paid to cast and crew (who are Florida
residents), equipment and facility rentals, hotel accommodations, meals, and other
services.

The Don Davis Entertainment Industry Economic Development Act, effective July 1,
2007, brought about significant improvements to the incentive program, allowing us
to maximize uptake and therefore increase the economic impact to the state. These
improvements included:

A provision for productions occurring later in the fiscal year allowing them to
cross fiscal years;

An additional 5% cash rebate for filming during hurricane season; and
Roll-over of recouped FY 2007-2008 funds to FY 2008-2009.
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In FY 2008, 53 productions spent more than $123.5 million on qualified Florida
wages, businesses and services that met the strict parameters of the program. The
14,057 jobs resulting from these productions put $75.3 million in wages into the
pockets of Floridians. Revenues to Florida businesses exceeded $49.4 million. This
includes an estimated 35,000 hotel room nights. Table 8 shows the impact of these
projects throughout the state.

Table 8
FY 2008 Entertainment Industry Financial Incentive

Economic Impact ($25 Million Appropriation)

IMPACT AREA FY 2008 RESULTS

Number of Qualified Productions 53
Approved Florida Qualified Expenditures $123,520,858
Incentive Rebated $18,507,797
Qualified Expenditures Spent on Florida Vendors $49,432,878
Qualified Expenditures Spent on Florida Wages $75,303,983
Total Florida Workers 14,057
Est. # of Hotel Room Nights 35,002

Florida Opportunity Fund

The Florida Opportunity Fund (“Fund”) was initiated by the 2007 Florida Capital
Formation Act, §288.9621-25 Florida Statutes. Per legislative direction, Enterprise
Florida identified and appointed the Fund’s Board of Directors composed of
statewide business leaders, which had its first meeting in December, 2007. The
fiscal year ending June 30, 2008, was the first year of operations for the Fund. By
the end of the fiscal year, the board had completed the necessary organizational
establishment tasks and identified its professional team.

The Board selected Florida First Partners as the Fund’s investment manager.
Florida First Partners is a joint venture between Milcom Venture Partners and the
Credit Suisse-Customized Fund Investment Group. Milcom is a Florida-based fund
manager with a long, well-established history of investing in Florida. Milcom has an
existing network of Florida and national investors and entrepreneurs, and its
investment activities and fund portfolio companies have generated over 500 jobs
and attracted over $700 million in venture capital to Florida. It has achieved Top-tier
performance as its 2000 fund achieved top quartile returns, and its 2003 vintage
fund had top decile returns with an internal rate of return exceeding 65%.

The Customized Fund Investment Group is part of the global Credit Suisse network
and has broad financial resources to leverage for Florida Opportunity Fund’s benefit
as well as robust market research capabilities. Credit Suisse is a specialized private
equity investment team that is focused on the targeted needs of high-value clients,
and it utilizes proprietary software and systems to enable it to provide cutting-edge
benchmarking and real-time monitoring for clients. It also brings its demonstrated
regional program expertise to the Fund. Credit Suisse is a market leader in
developing and managing in-state and regionally focused programs and currently
manages over $1.3 billion of client commitments to in-state or regionally-focused
programs, including programs in Ohio, Michigan, Indiana and Oregon. Perhaps most
important, Credit Suisse has achieved top quartile performance while managing
nearly $22 billion in assets.
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The Fund Board feels the Florida First Partners Joint Venture marries Florida-based
expertise with world wide perspective and best in class research, reporting and
management systems.

Enterprise Bond Program

The Enterprise Bond Program offers tax-exempt, low interest bond financing to
qualified manufacturing and 501(c) 3 non-profit organizations through Florida
Development Finance Corporation. This program was designed to improve low cost
capital availability to Florida’s manufacturers and non profit companies that qualify
for tax-exempt financing under IRS rules, allowing these companies to be more
competitive in the global and domestic market place. During FY 2008, bonds totaling
more than $67 million were issued to nine projects in eight counties.

Expedited Permitting

Florida understands that businesses need certainty, predictability and efficiency in
government regulations. For this reason, Florida has developed permit streamlining
procedures to assist existing, expanding or new-to-Florida businesses. This is
achieved through commitment among the state’s regulatory agencies and local
governments to provide quicker, less costly and more predictable permitting
processes for significant economic development projects without reducing
environmental standards.
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2008 LEGISLATIVE SUCCESSES

Qualified Defense Contactor Tax Refund Program

Changes were made in the QDSC statute to:
Provide definitions for the terms “space flight business,” “space flight businesses
contract,” “new space flight contract,” and “consolidation of space flight
contract;”

Revise the per job awards to be consistent with QTI;

Allow local governments to use donated or discounted land and buildings to
qualify as local match;

Simplify the application process;

Remove the annual report requirement to be consistent with annual reporting for
all other incentives;

Delay the sunset provision from 2010 to 2014.

Energy

SB 1544 by Senator Saunders and HB 7135 by Representative Mayfield will allow a
qualifying business that establishes a new solar panel manufacturing facility in
Florida to assign or transfer annual Capital Investment Tax credits earned, or a
portion thereof, to any other business within six months after commencement of
operations. The qualifying solar panel business would be required to generate a
minimum of 400 jobs with an average salary of at least $50,000. A business
receiving the transferred or assigned credits may use the credits only in the year
received, and the credits may not be carried forward or backward.

This bill also creates the Florida Energy Systems Consortium with participation from
five state universities:
University of Florida $15 million

Florida State University $8.75 million
University of South Florida $8.75 million
University of Central Florida $8.75 million
Florida Atlantic University $8.75 million

Building upon last energy legislation that was vetoed in 2007, the following
provisions were also included in this bill:
Reauthorizes an ad valorem tax exemption for renewable energy source
devices.

Creates a Renewable Fuel Standard requiring that beginning on December 31,
2010, all gasoline sold in Florida contain, at a minimum, 10 percent ethanol, by
volume.

Requires all new construction and renovation of state agency buildings to meet
increased energy standards.

Adopts Climate Friendly Public Business requirements for the use of “green”
products, lodging, vehicles, and fuel.
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Allows corporations to transfer Renewable Energy Technology Investment Tax
Credits to corporations that have a connection with an investment in hydrogen-
powered vehicles and hydrogen vehicle fueling stations in the state.

Defines within the Innovation Incentive Program “alternative and renewable
energy” as electrical, mechanical, or thermal energy produced from a method
that uses ethanol, cellulostic ethanol, biobutanol, biodiesel, biomass, biogas,
hydrogen fuel cells, ocean energy, hydrogen, solar, hydro, wind, or geothermal.

Adds an eligibility provision for alternative and renewable energy projects within
the Innovation Incentive Program.

Provides that EFI shall solicit comments and recommendations from the Florida
Energy and Climate Commission for alternative and renewable energy project
proposals.

Requires that before OTTED can recommend a project to the Governor for the
Innovation Incentive Program, they must receive an evaluation and
recommendation from EFI and the Florida Energy and Climate Commission for
alternative and renewable energy project proposals.

2009 LEGISLATIVE PRIORITIES’

CREATE A RESEARCH AND DEVELOPMENT TAX CREDIT
Incentivize corporate R&D activity within the state

Sharpen Florida’s competitive edge by leveling the playing field with the state’s
regional and national competitors

Spur Florida’s vibrant innovation economy and attract high-wage, professional
research jobs to the state

R&D has become the underlying source of wealth in the 21st Century by generating
ideas and technologies that spur productivity and economic growth. Because the
federal R&D tax credit has proven to incentivize all-important corporate R&D beyond
expected levels, 31 states have created state-level R&D tax credit programs.

However, without such a credit, Florida only ranks 37th in the nation in terms of
overall corporate R&D intensity. Thus, Enterprise Florida recommends the creation
of a Florida R&D tax credit program that will spur corporate R&D within the state and
ensure Florida’s continued economic competitiveness.

CREATE A FLORIDA RESEARCH COMMERCIALIZATION MATCHING GRANT
PROGRAM
Establish a Florida commercialization match grant program for Small Business
Innovation Research Program (SBIR) and Small Business Technology Transfer
Program (STTR) Phase 2 awardees.

The program would provide matching grants of up to 25 percent to Phase 2
awardees to help speed their commercialization processes.

EFI recommends an appropriation level of $5 million annually for these grants.

" Recommended by Enterprise Florida’s Legislative Policy Committee.
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The federal government allocates over $2 billion annually to two highly competitive
programs that encourage start-up businesses to capitalize on commercialization
opportunities: the Small Business Innovation Research Program (SBIR) and the
Small Business Technology Transfer Program (STTR).

Florida, however, lags the nation in advanced program participation. To help Florida
companies advance in the SBIR/STTR process and thus accelerate their
commercialization activities, Enterprise Florida recommends matching Florida firms’
federal SBIR/STTR Phase Il (R&D) awards with grants of up to 25 percent of project
funding.

Qualified start-up businesses would receive their awards in three phases:

Phase 1 is the startup phase. Awards of up to $100,000 support exploration of
the technical merit or feasibility of an idea or technology.

Phase 2 awards up to $750,000 to expand Phase 1 results, R&D work is
performed, and the developer evaluates commercialization potential.

Phase 3 is the period during which Phase 2 innovation moves from the
laboratory into the marketplace. The business must find other funding.

ECONOMIC DEVELOPMENT INCENTIVES FUNDING

In addition to the specific measures outlined above, continued funding for Florida’'s
economic development incentive toolbox is critical to the state’s ability to attract and
retain high-quality jobs in Florida. The absence of these tools will place Florida at a
significant competitive disadvantage when vying for economic development projects.
In times when the unemployment rate is rising and companies are laying off
workers, it is important to reward and incentivize those that are contemplating
expansion opportunities.
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INDUSTRY FOCUS: CLEAN ENERGY

Clean Energy Overview

The clean energy sector includes a broad range of technologies that reduce the
environmental impact of power generation and storage and fuel production. It can
be broadly segmented into a variety of categories, including: solar energy; biomass
energy and biofuels; hydrogen technologies; fuel cells; and turbine-based
technologies including wind energy, ocean energy, geothermal technologies, and
advanced fossil energy technologies. Each of these is unique in process and
requirements yet still meets the ultimate goal of reduced greenhouse gas emissions
and a shift away from non-renewable to renewable energy resources. Other clean
technologies are emerging that complement or supplement renewables, improve
energy efficiency and reduce environmental impacts and waste.

Enterprise Florida seeks to attract businesses conducting research and
development, manufacturing, and/or processing of clean energy technologies and
materials. Examples of eligible projects include a solar photovoltaic cell, hydrogen
fuel cell, or wind turbine manufacturing plant or a biomass or ethanol processing
facility.

The Importance of Clean Energy

The Intergovernmental Panel on Climate Change (IPCC), a body established by the
World Meteorological Organization and the United Nations, was formed to help
governments better understand the growing scientific consensus that increasing
emissions of greenhouse gases (GHG) are affecting the Earth's climate. There is a
natural greenhouse effect, which sustains life on Earth; however, if too much heat is
trapped by a significant amount of greenhouse gas, the Earth’s climate will change.

Regional models indicate the following possible impacts in Florida:
Sea level rise could lead to flooding of low-lying areas, erosion of beaches,
loss of coastal wetlands, intrusion of salt water into water supplies, and
increased vulnerability of coastal areas to storms and hurricanes.

As climate changes, this could cause some plants and animals to go extinct,
some to decline or increase in population, and others to migrate to areas with
more favorable conditions. For example, along the coast, fish that need colder
temperatures to survive could migrate north, while more tropical varieties
could move up the coast into Florida.

Diseases and pests with current tropical ranges could invade Florida, as have
West Nile virus and Africanized honey bees in Northwest Florida.

Crops and trees that need cooler climates may not grow as well in Florida,
while more tropical varieties might do better.

More severe storms and droughts could affect crop production, pests and
growth rates.
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Reducing the amount of GHG emitting energy used and replacing high GHG
emitting energy with renewable energy will have a significant impact on the level of
greenhouse gases emitted throughout the world. As one of the world’s leading
energy consumers and emitters of greenhouse gases, the United States has a social
and economic obligation to reduce its environmental impact.

Economic Impacts

Although studies differ on the scope of economic impacts resulting from a shift
toward renewable energy and away from fossil fuels, there is wide agreement that
the impacts will be positive on the overall economy, in addition to the long-term
environmental benefits. There are three primary ways economies benefit from
adopting renewable energy strategies:

Most spending on fossil-fuel based products is shifted away from local
economies and often to other states and countries. Once these dollars leave
the community, it is unlikely there will be any future economic impacts from
these fossil fuel purchases.

Renewable energy technologies are often based on local resources such as
wind, water, or locally grown crops. Establishing energy facilities in the
community that both provides the required resources and will ultimately
consume the energy keeps the money in the local economy through wages to
farm, construction, and power plant workers. These workers then spend their
money on other goods and services produced locally.

Development and production of renewable energy technologies are often
more labor intensive than fossil-fuel based energy production, therefore
production of the same amount of energy may require additional jobs. While in
some instances this may mean slightly higher prices for consumers, the ability
to retain these dollars in the community and reduce greenhouse gas
emissions should outweigh the modest price increases.

Florida's Strategy

Pursuant to Section, 377.703, Florida Statutes, the Governor's Office on Energy and
Climate Change (formerly the Florida Energy Office) is the state’s primary center for
energy policy under Governor Charlie Crist. In addition to developing and
implementing Florida’s energy policy, the Office coordinates all federal energy
programs delegated to the state.

Through the Governor's Office on Energy and Climate Change, the State of Florida
shapes “Florida’s Energy Future,” focusing on advanced clean energy sources,
energy conservation and efficiency. Florida is actively pursuing projects that promote
hydrogen power, solar energy, bioenergy, biofuels, clean vehicles and energy
conservation.

Enterprise Florida, Inc. is pursuing a strategy for marketing Florida as an innovative
place to do business for clean energy companies. The September 2008 designation
of clean energy as a high impact sector is part of a broad recruitment strategy to
enhance the economic impact of the clean energy industry in Florida. The availability
of incentives such as the High Impact Performance Incentive and the Capital
Investment Tax Credit for businesses making large capital investments and creating
a significant number of new jobs in this industry will help further the development of
the State’s clean energy cluster.
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FLORIDA INCENTIVE CASE STUDIES

Charles Stark Draper Laboratory

Company Charles Stark Draper Laboratory

Industry Research and Development

Project Type Recruitment

Number of Jobs 165

Capital Investment $18 million

Location St. Petersburg (Pinellas County) and Tampa (Hillsborough
County)

Incentives State: Innovation Incentive Fund

Local: Land and Other Financial Assistance

In June 2008, Cambridge, Mass.-based Charles Stark Draper Laboratory, Inc., one
of the world’s leading independent research and development laboratories,
announced the establishment of a bioMEMS R&D Center at the University of South
Florida in Tampa and a Multi Chip Module (MCM) Center in St. Petersburg. Between
the two facilities, Draper will create 165 new jobs with an average wage of $75,000.

Draper will be a research partner with the University of South Florida, SRI-St.
Petersburg and others to form the nucleus of a micro-technology cluster, resulting in
the growth of innovation workers and economic development in the Tampa Bay
region and other areas of Florida.

The Multi Chip Module pilot facility in St. Petersburg will help meet an increasing
demand for custom designed, developed and produced specialty MCMs. Multi chip
modules are specialized electronic packages where multiple integrated circuits,
semiconductor dies and other components work together. Through this integration,
MCMs dramatically reduce the size and weight of complex electronic systems.

Draper Laboratory qualified to receive $15 million for the multi-location, multi-county
project from the Innovation Incentive Fund to attract world class research institutes
to Florida. Hillsborough County and the University of South Florida are collaborating
to provide a site, construction and equipment for the BIoOMEMS Center. Funding to
design and construct the new MCM facility will be produced by Pinellas County,
Progress Energy, the Florida High Tech Corridor Council, and Draper Laboratory.
The City of St. Petersburg is providing land for the MCM Center.
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BERTRAM YACHT, INC.

Company Bertram Yacht, Inc.

Industry Boat Manufacturing

Project Type Retention and Expansion

Number of Jobs 419 Retained and 150 New

Capital Investment $9 million

Location Miami-Dade County (Enterprise Zone)
Incentives State: QTI, QRT

Local: TJIF, Employed Worker Training

Miami-based Bertram Yacht, the legendary Miami-based sport fishing yacht
manufacturer, is internationally renowned for outstanding performance in big seas,
and leading edge marine design innovations. The company is planning a major
expansion, which would allow the company to increase its product line.

Bertram Yacht contemplated relocating its existing operations to North Carolina, due
in part to the aggressive incentive packages available in that state. In recent years
Florida has seen several major boat manufacturers move due to increasing
operating costs and the state and community wanted to reverse this trend.

The company qualified for QTI Tax Refunds ($720,000 from the State and $180,000
from the County) and the Miami-Dade County Targeted Jobs Incentive Fund (TJIF)
(an additional $101,953), as well as Enterprise Zone refunds. Bertram Yacht also
received assistance from South Florida Workforce’s Employed Worker Training
Program to increase efficiencies and quality while reducing costs. These incentives
combined led to the Company’s decision to remain and grow in Florida.

Bertram Yacht's decision to stay in Miami-Dade County translates into the retention
of 419 existing jobs and the potential to create up to 150 new jobs over the next
three years and nearly $9 million in new capital investment. This project represents
a major win for the State and local community.
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Deutsche Bank

Company Deutsche Bank

Industry Financial Services

Project Type Recruitment

Number of Jobs 1,000

Capital Investment $12.1 million

Location Jacksonville

Incentives State: QTI, QRT, IWT, Closing Fund

Local: Local Cash Grants and Workforce Assistance

Deutsche Bank is a leading global investment bank with a strong and profitable
private clients franchise. A leader in Germany and Europe, the bank is continuously
growing in North America, Asia and key emerging markets. With 81,308 employees
in 75 countries, Deutsche Bank offers unparalleled financial services throughout the
world.

Deutsche Bank decided to establish a “nearshore” operations hub to house
operations and technology positions, which will support its Corporate, Investment
Banking, and Asset and Wealth Management businesses. The proposed operations
hub supports the operations strategy of diversifying operating centers, currently
centralized in New York, New Jersey, London, and Singapore. This new operations
hub will also provide additional disaster recovery resilience.

The Company evaluated sites in Jacksonville, where Deutsche Bank had an existing
lease on space resulting from an acquisition, and Nashville. Although long-term
operating costs would be higher in Jacksonville than Nashville, the Company
ultimately decided to locate the new operations hub in Florida. The skilled financial
services workforce, combined with the state and local incentive package, were key
deciding factors. The total local contribution of incentives is nearly $1.4 million,
including the QTI match, the Countywide Economic Development Fund, the Local
Economic Development Grant Program, and WorkSource. The state incentive
package totaling $3.9 million included QTI, QRT, IWT, and Closing Fund.
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Embraer Aircraft Holding

Company Embraer Aircraft Holding

Industry Aircraft Manufacturing

Project Type Recruitment

Number of Jobs 200

Capital Investment $41 million

Location Melbourne (Brevard County) — Brownfield Area
Incentives State: QTI with Brownfield Bonus, Road Fund, Closing

Fund, QRT, IWT, CITC
Local: QTI match, Regional Workforce Assistance,
Infrastructure, Impact Fee Offsets & Permitting, Cash Grant

Embraer has become one of the largest aircraft manufacturers in the world by
focusing on specific market segments with high growth potential in commercial,
defense, and executive aviation. The company develops and adapts successful
aircraft platforms and judiciously introduces new technology whenever it creates
value by lowering acquisition price, reducing direct operating costs, or delivering
higher reliability, comfort, and safety.

Embraer sought to establish a facility in the US to assemble the company’s newest
two aircraft, the Phenom 100 and 300. The Phenom 100 will be a true Very Light Jet
(VLJ) and the 300 will be a light jet (more than 15,000 pounds). In addition to the
manufacturing facility, Embraer would locate an executive jet customer center and
delivery center as part of the facility. The facility will be Embraer’s worldwide
showplace for aircraft delivery.

Embraer's Board of Directors had already made the decision to manufacture the
Phenom in Brazil. However, the company decided to consider shifting production to
the United States instead. The board’s reversal hinged on two factors: the range of
the aircraft and that approximately 50% of the company’s sales are made in the US.
Florida was considered along with three other states for this manufacturing
operation.

Embraer announced it will invest more than $41 million to establish new
manufacturing facilities at Melbourne International Airport. This will be Embraer’s
first manufacturing plant based in the U.S.

The company cited several reasons for locating the project in Melbourne, but three
in particular stand out. First was workforce. Embraer was convinced that a qualified
workforce would be in abundance. Second, the site location was ideal in terms of
community amenities and providing room for the company to grow. Finally, an
incentive package consisting of QTI, infrastructure assistance, workforce training,
tax credits, cash grants and other assistance was instrumental in securing a Florida
location decision.
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APPENDIX A - TARGETED INDUSTRY LIST

Only businesses serving multi-state and / or international markets are targeted. Business
must be able to locate in other states. Retail activities, utilities, mining and other extraction or
processing businesses, and activities regulated by the Division of Hotels and Restaurants of
the Department of Business and Professional Regulation are statutorily excluded from

consideration.

MANUFACTURING FACILITIES (NAICS 31-33)
Chemical Manufacturing
Pharmaceutical Manufacturing
Plastics & Rubber Products Manufacturing
Computer & Electronic Product Mfg
Computer & Electronic Component Mfg
Electromedical Apparatus Mfg
Irradiation Apparatus Mfg
Laser Manufacturing
Optoelectronics Manufacturing
Reproducing Magnetic & Optical Media Mfg
Semiconductor Manufacturing
Software Reproducing
Transportation Equipment Manufacturing
Aviation & Aerospace Manufacturing
Machinery Manufacturing
Electronic Flight Simulator Manufacturing
Instruments for Measuring & Testing Electricity
Lens Manufacturing
Optical Instruments Manufacturing
Power Distribution, Generation & Technology
Electrical Equipment Manufacturing
Appliance Component Manufacturing
Fiber Optic Cable Manufacturing
Miscellaneous Manufacturing
Surgical & Medical Instrument Manufacturing
Food & Beverage Products Manufacturing
Textile Mills & Apparel Manufacturing
Wood & Paper Product Manufacturing
Printing & Related Support Activities
Metal Manufacturing
Nonmetallic Mineral Product Manufacturing

Furniture & Related Products Manufacturing
FINANCE & INSURANCE SERVICES
(NAICS 52)

Nondepository Credit Institutions

Credit Intermediation & Related Activities
Securities, Commodity Contracts
Insurance Carriers
Funds, Trusts & Other Financial Vehicles

WHOLESALE TRADE (NAICS 42)

Business-to-Business Electronic Marketing
* Industries in italics are examples of the subsections

INFORMATION INDUSTRIES (NAICS 51)
Sound Recording Industries
Integrated Record Production / Distribution
Film, Video & Electronic Media
Production (Excluding temporary “on location”
filming)
Postproduction Services
Information Services & Data Processing
Internet Service Providers, Web Search Portals
Data Processing Services
On-line Information Services
Publishing Industries
Software Publishing
Music Publishing
Telecommunications

Satellite Communications
PROFESSIONAL, SCIENTIFIC &
TECHNICAL SERVICES (NAICS 54)

Professional, Scientific & Technical
Computer Programming / Software
Development
Computer System Design
Management, Scientific & Tech Services
Research and Development
Scientific and Technical Consulting Services
Simulation Training
Testing Laboratories

MANAGEMENT SERVICES (NAICS 55)

Management Services
National, International & Regional
Headquarters

Offices of Bank Holding Companies
ADMINISTRATIVE & SUPPORT SERVICES
(NAICS 56)

Customer Care Centers
Telephonic & On-line Business Services
Customer Support
Transaction Processing
Technical Support
Credit Bureaus
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APPENDIX B - CLAIM DATE ALIGNMENT AND QTI CLAIM
PAYMENTS

Status of Claim Data Alignment

In 2002, a statutory change requiring a December 31 job creation date and a
subsequent January 31 claim submission deadline was established for QTI and
QDSC in order to streamline the claims payment process. In addition, tax refunds for
these projects now require that the refund be paid from funds appropriated for the
following fiscal year. However, there are still some older QTI and QDSC projects
whose agreements allow them to file claims at any point prior to June 30 of the fiscal
year for which they are claiming the refund. Table 9 shows the progress that has
been made in shifting claims to the December 31 job creation date, provided by
OTTED. Economic Stimulus Exemption recipients operating under the old contracts
have been migrated to the new contract timing, which led to a significant increase in
the number of contracts requiring December 31 job creation since 2004. As of now,
virtually all active QTI contracts are based on December 31 job creation schedules.

Table 9
New Contract Structure Claim Payment Frequency

Percent of Claim Refunds Paid Based on New Contract Structure

2003 NA
2004 15%
2005 64%
2006 91%
2007 & 2008 >99%

TAX REFUND CLAIMS PAID IN FISCAL YEAR 2008

During the 2005 legislative session, the statute governing the Annual Incentives
Report (288.095, Florida Statutes) was modified to require the report to list the name
and tax refund amount for each business receiving a tax refund under 288.1045 and
288.106, Florida Statutes, during the preceding fiscal year. Following are all QTI,
QDSC, and Brownfield Bonus tax refunds paid between July 1, 2007, and June 30,
2008. Note that during FY 2008, several businesses received refunds covering one
or more previous claim years. These payments are listed separately, along with the
corresponding claim year. The QTI with Brownfield Bonus claims are listed in the
QTI section.

Table 10
FY 2008 QTI TAX REFUND INCENTIVE PAYMENTS
(JULY 1, 2007 THROUGH JUNE 30, 2008)

Compan Fiscal Year QTI Tax Refund
pany Claim Payment

Accenture National Security Services, LLC 2007 — 2008 $8,107.07
Advantus Corporation 2006 — 2007 $64,417.50
Brownfield Bonus 2006 — 2007 $53,681.25
Aercon Florida LLC 2006 — 2007 $64,000.00
2007 — 2008 $64,000.00
Aetna Specialty Pharmacy, LLC 2007 — 2008 $104,921.14
Amerikan, LLC 2007 — 2008 $23,827.01
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Table 11
FY 2008 QDSC TAX REFUND INCENTIVE PAYMENTS
(JULY 1, 2007 THROUGH JUNE 30, 2008)
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Table 12
FY 2008 BROWNFIELD BONUS TAX REFUND INCENTIVE PAYMENTS
(JULY 1, 2007 THROUGH JUNE 30, 2008)

Compan Fiscal Year
pany Claim

@
o
=
0 =
g 5
s =
Sz
=
< <
BU)
2 g
A X

Appendix



2008 Incentives Report

APPENDIX C - LEGISLATIVE HISTORY: QTI, QDSC,
BROWNFIELD BONUS

The three incentives funded from the Incentives Account are tax refund programs
designed to stimulate job creation in the State of Florida. Although these programs
have changed slightly over time, they remain core components of Florida’'s
economic development toolbox.

QTI TAX REFUND

Table 13 .

Legislative
Session

Program Modification
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QDSC TAX REFUND
Table 14

Legislative
Session

Program Modification
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BROWNFIELD BONUS

Table 15

Brownfield Bonus Summary Legislation (1997 to Present)
Legislative

: Program Modification
Session
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APPENDIX D - COUNTY ZONES AND CHARACTERISTICS

The following table shows various zones and characteristics of each Florida county,
as of November 2008. It is important to note that this list changes as new wage data
is available and additional distressed areas are identified.

=l Number of | Average

Non-Rural® Enterprise Zone(s) Brownfield Annual Wage

8 UJTC areas are eligible for the Urban Jobs Tax Credit.

° Source: Florida Department of Environmental Protection (http:/Awww.dep.state.fl.us); November 4, 2008.

1% The average annual statewide wage is $37,804. Wage comparisons in this report are based on 2006 annual wages, as this was the
prevailing data for the majority of projects approved in FY 2008.
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Number of | Average
Enterprise Zone(s) Brownfield Annual Wage
Areas®? .

Rural /
Non-Rurall!

L UJTC areas are eligible for the Urban Jobs Tax Credit.

2 source: Florida Department of Environmental Protection (http:/Awww.dep.state.fl.us); November 4, 2008.

%2 The average annual statewide wage is $37,804. Wage comparisons in this report are based on 2006 annual wages, as this was the
prevailing data for the majority of projects approved in FY 2008.
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Number of | Average
Enterprise Zone(s) Brownfield Annual Wage
CESE (2006)16

Rural /
Non-Rural4

1 UJTC areas are eligible for the Urban Jobs Tax Credit.

5 Source: Florida Department of Environmental Protection (http://www.dep.state.fl.us); November 4, 2008.

*® The average annual statewide wage is $37,804. Wage comparisons in this report are based on 2006 annual wages, as this was the
prevailing data for the majority of projects approved in FY 2008.
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