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l. Summary:

Thisbill provides for the development of toll roads and other transportation projects that
combine public and private resources. Under this bill, State Transportation Trust Fund (STTF)
funds could be used on these projects that arein FDOT’ s 5-Y ear Work Program, or which FDOT
otherwise believes serves an overriding public interest. In such a case, no more than $50 million
in STTF monies could be spent annually by FDOT. Legidative approval is hecessary only if
FDOT and its private-sector partner want to build projects valued in excess of the $50 million.
FDOT aso could contribute operating and maintenance funds to these projects, without being
reimbursed by its private-sector partner. FDOT retains the discretion to decide whether to
participate in one of these public-private partnership projects. The bill also specifies all
reasonable costs associated with a project that is not a part of the State Highway System or that is
aprivate facility, be borne by the public-private entity.

In addition, s. 348.0004, F.S., is amended with similar provisions to alow the Miami -Dade
County Expressway Authority to participate in these public-private partnerships. However, there
are no limits on the expressway authority’ s financia investment, and the expressway authority
doesn’'t need legidlative approval for projects over a certain dollar amount.

This bill substantially amends sections 334.30 and 348.0004, and del etes 348.0004 (2)(m) of the
Florida Statutes.

Present Situation:

Section 334.30, F.S,, provides for the development of private transportation facilities, such as toll
roads or passenger rail service, that would serve to reduce burdens on public highway systems.
The section authorizes a private entity developing a transportation facility to charge tolls or fares
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for its use, under agreement with FDOT, and FDOT could regulate the amount charged, if the
proposa was determined to be unreasonable to users. The section also provides each facility
must have legidative approval. No state funds were to be expended on these projects, except
those with an “overriding state interest,” in which case FDOT had the discretion to exercise
eminent domain and other powers to assist in such projects, and any maintenance, law
enforcement, or other services provided by FDOT had to be fully reimbursed by the private
entity.

According to FDQOT, this section of law has never been used in the 10 years since it was created.
Some speculate that is because the entire financial burden typically would be on the private
developer.

However, earlier thisyear FDOT received a series of unsolicited trial proposals from the Tall
Road Corporation of Americafor an “1-95 Reversible HOT Lane System” in Miami that could
be a candidate for this program, if certain legidative changes are made. The proposed project
involves the construction of reversible toll lanesin the median of 1-95. This could make
anywhere from 11 to 13 lanes, rather than the current 10, available for motorists’ use. The
Miami -Dade County Metropolitan Planning Organization recently included a version of this1-95
HOT Lane project in itslong-range Transportation Improvement Plan.

Effect of Proposed Changes:

Thishill rewrites s. 334.30, F.S., throughout. The section isrenamed “public-private
transportation facilities,” and allows FDOT to use state “resources’ for a transportation facility
that is either on the State Highway System or which provides increased mobility for the state
system. State funds could be used to advance projects that are in the 5-year work program and
which a private entity wants to help build. Or, up to $50 millionin FDOT funds could be spent
for partnership projects, statewide, that are not in the work program. Partnership projects that
seek more than the $50 million for capital costs would have to be approved by the L egidature.
Also, the transformation into a public-private transportation partnership that builds, operates and
mai ntains public-purpose projects provides sovereign immunity for any liability that may occur.

The amended s. 334.30, F.S., also establishes noticing requirements; allows FDOT to participate
in funding operating and maintenance costs of partnership projects that are on the State Highway
System allows FDOT to participate in the creation of tax-exempt, public-purpose corporations
(dubbed “Internal Revenue Service Ruling 63-20 corporations’) and to lend toll revenues to
these corporations for eligible projects.

The bill clearly specifiesthat FDOT’ s liability for any debt incurred by one of these projectsis
limited to the amount approved for it in the agency’s 5-Y ear Work Program. Additionaly, all
reasonable costs to the state, affected local governments, or utilities related to these
trangportation projects that are not part of the State Highway System, or that are not publicly
owned, shall be borne by the 63-20 corporation that is partnering with the state.

The scope of the bill also extends to expressway authoritiesin counties defined in s. 125.011(1),
F.S,, the ability to enter into similar agreements with 63-20 corporations to sharein the



BILL: SB 1582 Page 3

development of public-private transportation facilities. Only the Miami -Dade County
Expressway Authority is eligible, under the bill as written.

Unlike FDOT, the expressway authority has no statutory dollar limit for itsinvestment in a63-20
corporation project, nor does it need to seek legidative approval to exceed a certain dollar
amount.

V. Constitutional Issues:

A. Municipality/County Mandates Restrictions:
None.

B. Public Records/Open Meetings Issues:
None.

C. Trust Funds Restrictions:
None.

V. Economic Impact and Fiscal Note:

A. Tax/Fee Issues:
None.
B. Private Sector Impact:

Indeterminate. The private entity that builds, operates and maintains one of these user
fee-based transportation systems would have to collect at |east enough user revenuesto
offset the debt service. Other private-sector beneficiaries could be business owners and
property owners along the route.

C. Government Sector Impact:

This bill does not require FDOT to participate in these public-private partnershipsto
build user fee-based transportation systems. However, if it chose to participate, FDOT
could contribute funds as well as right-of-way. For projects not in the 5-Y ear Work
Program and in excess of $50 million, FDOT would need legidative approval. FDOT
also could incur operating and maintenance costs, for projects that are built on the State
Highway System.

The bill’ s provision allowing IRS Chapter 63-20 corporations to participate in these
projects has several financial implications. These entities could borrow money from the
state’ s Toll Facilities Revolving Loan Trust Fund and accept FDOT grants —for which
FDOT would likely require reliable assurances that the toll revenues generated by the
public/private project would be sufficient.
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VI.

VII.

VIILI.

Under IRS code, chapter 63-20 corporations also could issue tax-exempt revenue bonds.
These bonds are low-grade investments, typically with a“BBB” rating, which require a
debt-service coverage of at least 2 to 1. The corporation would issue these bonds, which
would not pledge the full faith and credit of the State of Florida.

State Division of Bond Finance staff has expressed concerns about allowing legislatively
created authorities or entities to issue bonds -- even bonds described as not pledging the
full faith and credit of the State of Florida. In the view of Division staff, even though the
state cannot legally or technically be required to repay defaulted bonds, the negative
fallout could tarnish Florida' s financia reputation and could result in alower bond rating
for the state’ s other bond programs.

Supporters of this bill answer these concerns by pointing out that the 2 to 1 coverage
required of BBB bonds is higher than what is required by many other types of bonds sold
in Florida. Thus, therisk of other types of bond issuesfailing is greater than that of a
BBB bond issue, they say. In any event, if aBBB bond issue fails, the bondholders alone
bear the burden.

Bill supporters also say that if the 63-20 corporation were properly structured, no liability
for abond faillure would fall to the state or other public entity. Supporters add that
Standard & Poor’s and Moody’ s — the nation’ s top bond-rating agencies — have reviewed
the issue of the impact of a default by a properly structured 63-20 corporation, and have
concluded that such an event would not cause a negative impact to a state’ s bond rating.

Technical Deficiencies:
None.

Related Issues:

None.

Amendments:

None.

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




