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l. Summary:

This bill authorizes the Department of Environmenta Protection (DEP) to implement the
Comprehensve Everglades Restoration Plan by issuing Everglades Restoration bonds in
amounts of up to $75 million annudly or in additiond amountsif requested by the DEP to
address specified needs, for the next eight fiscd years, beginning in FY 2002-2003. No series of
bonds may be issued unless the debt service due in the year of issuance has been appropriated by
the Legidature. Debt service will be provided from documentary stamp tax proceeds. Any bond
proceeds will be deposited into the Save Our Everglades Trust Fund.

This bill amends ss. 201.15, 215.618, and 373.470 of the Florida Statutes.
Il. Present Situation:

The Comprehensive Everglades Restoration Plan (CERP) is an $8.2 hillion plan designed to
ensure that sufficient, timely, water is avallable for Everglades restoration and other water-

related needs of the South Florida ecosystem. The CERP will be implemented over
gpproximately a40-year period and is to be funded equaly by the State of Florida and the
federa government. For the first ten years of the project Florida and the federd government have
each agreed to provide $200 million annudly. The gtate’ s share of these cogtsis divided equaly
between the South Florida Water Management District (SFWMD), the required local sponsor for
the CERP, and state government. The U.S. Congress has authorized, but not yet funded, four
pilot projects, ten initid projects, and an assessment and monitoring program. Forida' s share of
these cogts will total more than $630 miillion.

Section 373470, F.S,, provides an unspecific mechanism for the $100 million annua date share
of codts for the first ten years of the CERP, but does not specify the source of $75 nillion of the
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date revenues to meet this obligation. For fiscd year 2000-2001, $50 million in generd revenue
was depodted into the Save Our Everglades Trust Fund, together with approximately $29 million
in accumulated interest from the Preservation 2000 Trust Fund for which no spending authority
exiged. In addition, $25 million of the SFWMD’s approximaey $36 million annud Horida
Forever dlotment was counted as pat of the state's share of the costs since the date provides
funding for the Horida Forever program. For fisca year 2001-2002 and the eight consecutive
years theredfter, the stat€'s share of costs will be comprised of $25 miillion in the SFWMD’s
Florida Forever funding and $75 million in unspecified “sate funds” The 2001 Legidature
dected to use $75 million in unexpended and unencumbered Preservation 2000 funds as the
“date funds” Although Everglades redtoration is a datutorily authorized use of Preservation
2000 funds, this use was opposed by the environmental community. Concern has been expressed
thet, as there is no dedicated funding source for the state’'s $75 million share, the precedent has
been edablished for the use of bond proceeds, such as Forida Forever funding, which are
gtatutorily authorized for water restoration projects aswell as land acquisition projects.

A further concern isthat the 2001 Legidature enacted provisionsin CS/SB 1468 that expressed
the intent of the Legidature to restore the $75 million in Preservation 2000 funds used for the
CERP to the Preservation 2000 Trust Fund in the Generd Appropriations Act for fiscd years
2002-2003. In atime of uncertain revenuesit may be difficult to continue to fund the CERPin
fiscd year 2002-2003 from unspecified “ state funds’ as well as restore the $75 miillion to the
Preservation 2000 Trust Fund, as no source of funds for the repayment was specified.

The Natural Resources Committee recently completed an interim project report entitled
“Alternatives for Funding the Comprehensive Everglades Restoration Plan.” The report
identified severd different ways to provide the gate’ s annud $75 million share of CERP funding
for the next eight years. When staff presented its report at the committee’ s October 10, 2001
meeting, one dternative, the sale of bonds, evoked consderable interest among some committee
members. At the meeting, Audubon of Florida aso advocated the issuance of bonds for
Everglades retoration, primarily as amechanism to acquire needed lands in advance of
ecaating land vaues. While there is no doubt land values in the areas to be restored are
escalating, whether the rate of increase would justify the assumption of bonded indebtedness at
thistime is not known. The Joint Legidative Committee on Everglades Oversght isin the
process of requesting the SFWMD to ascertain the expected increase in regiond land vauesin
areas where CERP acquisitions are expected to be made, but this has not yet been accomplished

The Office of Economic and Demographic Research has analyzed the impact of a new bond
program totaing $300 million over an eight-year period beginning in FY 2002-2003 to fund
CERP land acquigitions. The office reports that there are two mgor options for issuing bonds
secured by the documentary stlamp tax. Thefirgt isto issue them as junior and subordinate to al
existing bonds secured by the documentary stamp tax pursuant to Article VI, s. 11(e) of the
State Condtitution. There are more than adequate funds available in the generd fund share of the
documentary stamp tax to pay the debt service and provide sufficient excess coverage. Junior
lien bonds will receive alower rating than the P-2000 and Forida Forever bonds and may,
therefore, require some form of credit enhancement (e.g., insurance) to make them marketable.
For these reasons,, the costs of issuance and the debt service costs will be somewhat higher for
junior lien bonds than for parity bonds.
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The second option is to issue the bonds on a parity basis with the P-2000 and Florida Forever
bonds. Bond covenants pertaining to the existing bonds permit the issuance of new bonds
provided that the pledged revenues equa at least 150 percent of the maximum annual debt
service for the outstanding bonds and the proposed additiona bonds. The office’sandysis
indicates that, should a downturn in documentary stamp tax collections occur after the initiation
of anew bond program, the size of the downturn in collections that would be required to cause a
problem with respect to the coverage requirement declines over time as the amount of the annual
debt service requirement grows with each new set of bonds. Thus, in 2004- 2005, documentary
stamp tax collections could decline by 22 percent over the prior year without resulting in a
violation of the coverage requirement. By 2009-2010, a decline of 10.5 percent is sufficient to
cause a coverage problem. Therefore, working within the current Preservation 2000/Florida
Forever program seems questionable for reasons of coverage.

The 2001 Legidature enacted s. 215.98(1), F.S., which statesin part ... The Legdature declares
that it isthe policy of this Sate to exercise prudence in undertaking the authorization and

issuance of debt. In order to implement this policy, the Legidature desires to authorize the
issuance of additiona state tax-supported debt only when such authorization would not cause the
ratio of debt service to revenue available to pay debt service on tax-supported debt to exceed 6
percent. If the Sx percent target debt ratio will be exceeded, the authorization of such additiona
debt must be accompanied by alegidative statement of determination that such authorization and
issuanceisin the best interest of the sate and should be implemented. The Legidature shdl not
authorize the issuance of additiond state tax- supported debt if such authorization would cause
the designated benchmark debt ratio of debt service to revenues available to pay debt serviceto
exceed seven percent unless the Legidature determines that such additiona debt is necessary to
address a critica state emergency.”

It appears that the state’ s current debt ratio dightly exceeds six percent. Increasesin Public
Education Capital Outlay (PECO) borrowing and transportation spending could further increase
the rétio.

This proposed committee bill authorizes the sde of bonds independent of the Preservation
2000/Florida Forever bond programs.

Effect of Proposed Changes:

Section 1. Section 201.15(1) is amended to authorize the use of documentary stamp tax proceeds
to pay debt service and other obligations relaing to the issuance of Everglades Restoration
bonds.

Section 2. Section 215.619, F.S,, is created to authorize the issuance of Everglades Restoration
bonds to finance or refinance the cost of acquisition and improvement of land, water aress, and
related property interests and resources for the purpose of implementing the CERP pursuant to s.
11(e), Art. VI, of the State Congtitution. Everglades Restoration bonds, except refunding bonds,
may only beissued in fiscd years 2002-2003 through 2009-2010 and may not be issued inan
amount exceeding $75 million per fiscd year, unless the DEP has requested additiona amounts
in order to achieve cost savings or accelerate the purchase of land. This section limitsthe
duration of Everglades Restoration bonds to 20 annua maturities and such bonds may mature no
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later than December 31, 2030. Except for refunding bonds, no series of bonds may be issued
unless an amount equa to the debt service coming due in the year of issuance has been
appropriated by the Legidature.

The section specifies that the state covenants with the holders of Everglades Restoration bonds
that it will not take any action which will materidly and adversdy affect the rights of such
holders so long as such bonds are outstanding, including, but not limited to areduction in the
portion of documentary stamp taxes distributable pursuant to s. 201.15(1), F.S,, for payment of
debt service on Preservation 2000 bonds, Florida Forever bonds or Everglades Restoration
bonds.

Everglades Restoration bonds shal be payable from, and secured by afirst lien on, taxes
distributable pursuant to s. 201.15(1)(b), F.S., and shdl not congtitute a generd obligation of, or
apledge of the full faith and credit of, the State of Florida. Everglades Restoration bonds shdl be
junior and subordinate to bonds secured by moneys distributable pursuant to s. 201.15(1)(a), F.S.

The DEP is directed to request the Division of Bond Finance to issue Everglades Restoration
bonds pursuant to the State Bond Act. The DEP must coordinate with the Divison of Bond
Finance to issue such bonds in a cogt effective manner consistent with cash needs.

The proceeds of Everglades Restoration bonds, less the costs of issuance, the costs of funding
reserve accounts, and other costs with respect to the bonds will be deposited into the Save Our
Everglades Trust Fund. The bond proceeds deposited into the Save Our Everglades Trust Fund
will be digtributed by the DEP as provided in s. 373.470, F.S.

This section prohibits the sdle, disposition, lease, easement, license or other use of any land,
water aress, or related property interests acquired or improved with proceeds of Everglades
Restoration bonds which would cause dl or any portion of the interest on such bonds to be
included in grossincome for federal income tax purposes.

Any complaint for vaidation of bonds issued pursuant to this section may befiled only in the
circuit court of the county where the seet of state government is Stuated, the notice required to
be published by s. 75.06, F.S., shall be published only in the county where the complaint isfiled,
and the complaint and order of the circuit court shal be served only on the state attorney of the
creuit in which the action is pending.

Section 3. Section 373.470(5), F.S., isamended to provide that as an dternative to the existing
requirement that $75 million in unspecified Sate funds be deposited into the Save Our
Everglades Trust Fund, proceeds of bonds issued under s. 215.619, F.S., may be deposited into
the Save Our Everglades Trust Fund. To enhance flexibility, funds to be deposited into the Save
Our Everglades Trust Fund may consist of any combination of state funds and Everglades
restoration bonds.

Section 4. A legidativefinding is provided that the issuance of Everglades Restoration bondsis
in the best interest of the state and should be implemented.

Section 5. The act would take effect July 1, 2002.
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V.

VI.

VILI.

Constitutional Issues:

A.

Municipality/County Mandates Restrictions:
None.

Public Records/Open Meetings Issues:
None.

Trust Funds Restrictions:

None.

Economic Impact and Fiscal Note:

A.

Tax/Fee Issues:

None.

Private Sector Impact:
None.

Government Sector Impact:

Using an esimate of 6.5 percent for debt service, the cost of issuing $75 million in bonds
would be $4,875,000 annudly. If $75 million in bonds were to be sold for each of the
eight years authorized, the total cost to the state, based on 20-year maturities, would be
approximately $1.38 hillion. This compares with expected expenditures of $600 million
under current law. However, under current law, $75 million in unspecified “ state funds’
would be expended annudly; if abond program were initiated, during the next eight
years, the maximum amount of annua debt service would be approximately $39 miillion
in year eight. If the DEP recommended the sde of additional bonds, and the Legidature
implemented the recommendation, additional amounts would be expended for debt
service. Such amounts are speculative at thistime,

One of the advantages of a bond-funded program isthat it will provide more certainty
about the source of funding for Everglades restoration rather than the current uncertainty
about the year-to-year funding mechaniam.

Technical Deficiencies:

None.

Related Issues:

None.
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VIII. Amendments:

None.

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




