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l. Summary:

This committee subgtitute requires certain deders doing business with NASA at the Kennedy
Space Center or the Cape Canavera Air Station to collect taxes from sales, admissons, leases,
and licenses and remit the proceeds to the Department of Revenue for subsequent distribution to
the Florida Commercia Space Financing Corporation. The tax proceeds are to be used for
aerospace infrastructure funding purposes.

This committee subgtitute substantialy amends section 212.20, Horida Statutes.
Il. Present Situation:

Florida Commercial Space Financing Cor poration

In 1999, the Legidature made substantial changes to statutes governing the state' s involvement

in promoting commercia space flight. Among other things, ch. 99-256, L.O.F., (codified at part
11, ch. 331, F.S.) created the Florida Commercial Space Financing Corporation (corporation), a
not-for-profit corporation established to expand employment and income opportunities for
resdents of this state by providing businesses domiciled in this gate with information, technical
assistance, and financia assistance to support space-related transactions, in order to increase the
devel opment within the state of commercid aerogpace products, activities, services, and facilities
(s. 331.407(2), F.S)). Specificaly, s. 331.407, F.S., authorizes the corporation to:

coordinate efforts with the United States Air Force, the Nationa Aeronautics and Space
Adminigration (NASA), the Export-1mport Bank, the Internationd Trade Adminigtration
of the United States Department of Commerce, the Foreign Credit Insurance Association,
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Enterprise Florida, Inc., and other public and private programs and organizations,
domestic and foreign;

establish contacts among public and private organizations in industry, both foreign and
domestic, which provide information, technica assstance, and financid support to the

aerospace industry;

compile and disseminate information on financing opportunities and techniques of
financing in the aerospace industry and on sources of aerospace and space-related
finandng;

organize, host, and participate in forums regarding space-rdaed financing;

insure, coinsure, lend, and guarantee loans, and to originate for sale direct space-related
loans, pursuant to criteria, bylaws, policies, and procedures adopted by the board;

capitaize, underwrite, and secure funding for aerogpace infrastructure, satdlites, launch
vehicles, and any service which supports aerospace launches,

congtruct, lease, or sal aerogpace infrastructure, satellites, launch vehicles, and related
services and activities,

acquire and dispose of property; and

make and exercise any and al contracts necessary to exercise its powers.

Section 331.409(1), F.S,, dlowsthe corporation to charge fees to help defray its operating
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expenses. For the six months ended June 30, 2001, the corporation had received $21,000 of such

fee-rdated income.!

The corporation uses the following financid tools to serve its cusomers.

Direct Loans and Loan Guarantees. Current law authorizes the corporation to make
direct loans to and to guarantee the loans of Florida s space-rdated firms

(s. 331.407(2)(e), F.S.).2 However, neither adirect loan nor aloan guarantee can exceed
90 percent of the cost of atransaction (s. 331.409(3), F.S.).

The tota amount of loans, loan guarantees, and other instruments cannot be more than
five times the balance of the corporation’s account (s. 331.409(2), F.S.). Asof February
15, 2001, the account balance was $1,650,000.% Of that balance, $1 million was
appropriated by the Legidature in 1999 for the purpose of implementing the provisons of
part 11, ch. 331, F.S, relating to the corporation (s. 24, ch. 99-256, L.O.F.). The
remainder was appropriated by the Legidature in 2001 for the sole purpose of funding

! Horida Commercid Space Financing Corporation, Financial Statements, Six monthsended June 30, 2001 with I ndependent

Auditors’ Report, July 25, 2001, p. 3.

2 The corporation partners with Floridal s banking community to provide such guarantees, which are subject to the approval of
the corporation’s board of directors. See Florida Commercid Space Financing Corporation, 2001 Annual Report, p. 6.

3 Source: Information provided by corporation staff to staff of the Senate Committee on Commerce and Economic
Opportunities, February 18, 2002.
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aerogpace infrastructure, which is defined as.

land, buildings and other improvements, fixtures, machinery, equipment,
ingdruments, and software that will improve the dat€s capability to
support, expand, or atract the launch, condruction, processing,
refurbishment, or manufacturing of rockets, missles, capsules, spacecraft,
satellites, satdlite control facilities, ground support equipment and related
tangible persona property, launch vehicles, modules, space dations or
components destined for space dtation operation, and space flight research
and devdopment fadilities, indruments, and equipment, together with any
engineering, permitting, and other expenses directly related to such land,
buildings, improvements, fixtures machinery, equipment, insruments or
software.*

Based on this account baance, the corporation is statutorily authorized to complete
transactions vaued at $8,250,000, in total. Although, the corporation has issued no direct

loans, it has:

0 Guaranteed a $3.95 million loan for Aviation Technicad Services: Theloan will be
used for the cregtion of an aviation-component maintenance operations center at
Orlando Internationd Airport. The project is expected to bring more than 125 new
jobsto the sate initsfirst year of operation.

0 Approved a$2.3 million loan guarantee for Lake Aerospace: Contingent upon
Lake Aerospace’ s resolution of pending litigation, the loan would be used to
finance a buyout and move aircraft- manufacturing operations from Sanford,
Maine, to Vero Beach, Horida This move would bring 50 jobs to the state
immediately, with the potential for another 50 to 100 over the next few years.

0 Planned to meet in February to discuss gpproving a$1.7 million loan guarantee
for Wrightway Aviation: Wrightway Aviation, located in Daytona Beach,
provides the following services: flight school/flight training, arcraft maintenance,
and aircraft sales/leasing/brokerage. The project is estimated to create at least 15
new jobs®

These transactions would reduce the corporation’s available |oan guarantee poal to
$300,000. Furthermore, the corporation has three other pending |oan-guarantee
applications and is discussing the applications of more than a dozen additiond firms®

4 Saction 44, ch. 2001-201, L.O.F.

® Florida Commercia Space Financing Corporation, supra note 2, a 2, 6, and 8. See also information provided by
corporation gaff to saff of the Senate Committee on Commerce and Economic Opportunities, February 18, 2002, and
AirNav.com, Wrightway Aviation, http://www.arnav.comv/airporty DAB/WRIGHTWAY (last visited February 23, 2002).

® The three other pending applications are for Discovery Aviation, a Titusville-based firm that provides services, including
flight training, aircraft maintenance, aircraft rental, and aeria touring ($1 million gpplication); Agilis Group, Inc., aPam
Beach Gardens-based engineering firm specidizing in engine design and devel opment ($40 million application); and
PrivateSky Aviation, a Fort Meyers-based firm that would useitsloan to expand its servicing of privete regiond jets at
Southwest Florida Internationa Airport ($5 million application). See FHorida Commercid Space Financing Corporation,
supra note 2, & 3, 8, and 9; information provided by corporation staff to staff of the Senate Committee on Commerce and
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Loan Facilitations. The corporation’s financid professionas design programsto help
the aerogpace indudtry finance avariety of projects, including infrastructure,
manufacturing, assembly, and launchrinvestment.” The corporation provides dlients with
support and ass stance through the entire loan process. The corporation helped AstroTech
Space Operations obtain a $20 million loan to finance the expansion of its payload
processing fadility in Titusville and is currently asssting severa other companies with

thelr financing needs, including Miraxis Technologies, Inc., which the corporation
convinced to launch its satellite from Florida rather than overseas®

Export Loans. Many client projects, such aslaunch satdllites, are federdly classfied as
exports.’ Asaresut, the corporation has amemorandum of understanding with the
Florida Export Finance Corporation (FEFC).° The FEFC has become an active part of
the corporation’ s financing team, and the many services of the FEFC are also available to
the corporation’s clients. In addition, the corporation has a strong working relationship
with the Export-Import Bank of the United States to provide loan guarantees and direct
loans for the export of U.S.-manufactured vehicles and satdllites,

Smthetic Leases and Lease Backs. A synthetic lease is an instrument thet gives alessee
of mortgaged property certain benefits of ownership, such as depreciation for income tax
purposes, while alowing the company to keep the property off its financid statements™*
The corporation is currently helping Boeing arrange a synthetic lease rdating to new
DetalV launch infrastructure valued at approximately $400 million.? A |ease back
dlows an individua or company to el property and then lease the same property from
the new owner.'® The corporation is working with Lockheed Martin to bring two new
flight smulators to the sate (vaued at gpproximately $40 million) viasuch an
arangement.™

Economic Opportunities, February 18, 2002; AirNav.com, Discovery Aviation Services,
http:/AMww.arnav.com/airport/ TIX/DISCOVERY (last visited February 23, 2002); Agilis, Welcome to Agilis,
http://Mww.agilis.com (last visited February 23, 2002); and AirNav.com, PrivateSky Aviation Services, Inc.,
http://mww.airnav.com/airport/RSW/PRIVATESKY (last visited February 23, 2002).

" Florida Commercia Space Financing Corporation, supra note 2, a 6.

8 Horida Commercial Space Financing Corporation, supra note 2, a 2 and 8.

° Florida Commercia Space Financing Corporation, supra note 2, at 7.

10 The Forida Export Finance Corporation helps Florida companies increase their exports by providing them with
informationd, technica, and financia assistance (typicaly loan guarantees). See ss. 288.770-288.778, F.S.

. Office of Program Policy Analysis and Government Accountability, Space Financing Cor poration Is Still Gearing Up and
Needs to Develop a Business Plan, Report No. 01-11, February 2001, pp. 2-3.

12 Rorida Commerciad Space Financing Corporation, supra note 2, at 2 and 9.
13 Office of Program Policy Analysis and Government Accountability, supra note 11, at 3.

14 FHorida Commercia Space Financing Corporation, supra note 2, at 3 and 9.
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The corporation’s governing board consists of seven voting members and two nor-voting
members (s. 331.411, F.S)). Voting members include a representative appointed by each of the
following entities: the board of supervisors of Spaceport Forida; the board of directors of the
Florida Export Finance Corporation; the director of the Office of Tourism, Trade, and Economic
Development; the board of directors of Enterprise Florida, Inc.; and the Secretary of the
Department of Trangportation. The Governor gppoints two additiona voting members. Nor-
voting members include a member of the Senate sdlected by the President of the Senate and a
member of the House of Representatives sdlected by the Speaker of the House of
Representatives.

Tax on Sales, Use, and Other Transactions
Chapter 212, F.S., provides for a 6 percent tax on sales, use, and other transactions.

Section 212.05, F.S,, provides that every person who engagesin the business of sdling
tangible persond property a retall in this sate, including the business of making mall

order sales, or who rents or furnishes any of the things or services taxable under ch. 212,
F.S., or who stores for use or consumption any item or article of tangible persond
property and who leases or rents such property is exercisng ataxable privilege.

Section 212.05(1)(a)1.a., F.S., providesfor a 6 percent tax rate on the retail price of each
item or article of tangible persond property when sold at retail in Florida. Section
212.05(1)(b), F.S., providesfor a6 percent tax on the cost price of any item of tangible
persona property thet is not sold but used in Forida.

Section 212.04(2)(a), F.S., provides that every person is exercisng ataxable privilege
who sells or receives anything of vaue by way of admissons. Section 212.04(2)(b), F.S,,
levies a 6 percent tax of sales price or the actud vaue received from admissons.

Section 212.031(1)(a), F.S., states that every person is exercising ataxable privilege who
engages in the renting, leasing, letting, or granting of alicense for the use of any red
property. Section 212.031(1)(c), F.S., imposes atax rate of 6 percent of and on the total
rent or license fee charged for such red property by the person charging or collecting the
rental or license fee,

Additionaly, loca governments are authorized to levy one or more of six typesof Loca
Discretionary Sales Surtaxes, ranging from 0.5 percent to 1.0 percent each, with a maximum of
1.5 percent. Pursuant to ss. 212.054 and 212.055, F.S,, the local discretionary sales surtaxes
apply to all transactions subject to the state tax imposed on saes, use, services, rentals,
admissons, and other authorized transactions. The surtax is computed by multiplying the rate
imposed by the county where the sale occurs by the amount of taxable sale. The sales amount is
not subject to the surtax if the property or serviceis delivered within a county that does not
impose a surtax.

Presently, dedlers conducting business at the Kennedy Space Center and/or at the Cape
Canaverd Air Station collect and remit to the Department of Revenue sales tax on the sde of
tangible persona property and admissons and on the leasing or licensing of real property. Sdes
tax collected by such dedersis presently credited to the Genera Revenue Fund and the
Discretionary Sales Surtax Clearing Trust Fund, pursuant to s. 212.20, F.S.
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Effect of Proposed Changes:

This committee subgtitute requires certain dedlers doing business with NASA at the Kennedy
Space Center or the Cape Canaverd Air Station to collect taxes from sales, admissions, leases,
and licenses and remit the proceeds to the Department of Revenue for subsequent distribution to
the Florida Commercid Space Financing Corporation. The tax proceeds are to be used for
aerogpace infrastructure funding purposes. The following is a section-by-section andysis of this
committee subgtitute.

Section 1. This section provides that this act may be cited as the “ Aerospace Infrastructure
Reinvestment Act.”

Section 2. This section setsforth a satement of legidative intent providing that promotion of
growth of the space industry in Horidaisavitd part of the state's overdl economic plan and that
facilitating additions to aerospace infrastructure will make the state more competitive and
promote the retention and growth of space businessin the sate. The statement further cals for
the reinvestment of certain sales tax receipts, generated by the presence of the space industry in
the state, as ameans of providing for that infrastructure growth.

Section 3. This section adds sub-subparagraph 212.20(6)(d)7.e., F.S., to provide that every
dedler conducting business at afixed location at the Kennedy Space Center or Cape Canaverd
Air Station and sdlling admissions to those facilities pursuant to a contract or sub-contract with
NASA mug file areturn each month to the Department of Revenue (department). The return
must segregate information regarding taxes collected on sales, admissions, leases, and licenses at
the facilities. This section aso requires deders to remit al amounts due under ch. 212, F.S., with
respect to such transactions to the department in atimely manner and file copies of ther returns
with the Florida Commercia Space Financing Corporation (corporation) and the director of the
Office of Tourism, Trade, and Economic Development (OTTED). These returns and information
therein shdl be subject to the same confidentidity provisons as are gpplicable to returns and
information filed with the department pursuant to s. 213.053, F.S.*°

This section aso directs the department to distribute to the corporation, on amonthly basis, the
proceeds collected and remitted to the department according to the returns. The first $1.5 million
of such distributions must be expended for “aerogpace infrastructure’ used in or pertaining
directly to human space flight, including space shuittle orbital maintenance, modifications, and
related activities. The remainder of the distributions must be used soldly for “ aerogpace
infrastructure.” This section defines the term “ aerospace infrastructure’ to mean:

land, buildings and other improvements fixtures, machinery, equipment,
indruments, and software that will improve the dae's capability to ensure
security, or to support, expand, or attract the launch, construction, processing,
refurbishment, or manufacturing of rockets, missles, capsules, Spacecrdft,
sadlites, sadlite control facilities, ground support equipment and related
tangible persond property, launch vehicless modules, space dations or

15 Section 213.053, F.S, sets forth confidentiality and information sharing requirements for the Department of Revenue with
regard to tax administration metters, including payment informetion related to ch. 212, F.S.
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components destined for space dtation operation, and space flight research and
devdopment  facilities, indruments and equipment, together with any
enginering, permitting, and other expenses, including, but not limited to, utility
location, relocation, and redignment directly related to such land, buildings,
improvements, fixtures, machinery, equipment, insruments, or software.

This section d<o:

provides that s. 212.20(6)(d)7.e.,, F.S., shall not be construed as affecting any dedler’s
ligbility for other taxes imposed by and due under ch. 212, F.S;

providesthat, in the event the department collects any additiond amounts under this
chapter with respect to any transactions for which a separate return is required by this
new sub-subparagraph, the proceeds shdl, within 30 days following collection, be
distributed equally by the department to the corporation for uses authorized by

s. 212.20(6)(d)7.e., F.S;;

amends s. 212.20(6)(b), F.S., to clarify that the proceeds distributed should include the
proceeds from discretionary sales surtaxes generated by applicable deders; and

provides that this new sub-subparagraph expires July 1, 2007.

Section 4. This section provides the department with necessary rulemaking authority.

Section 5. This section provides that this act shdl take effect July 1, 2002, and be applicable to
taxes due on or after that date. Just as section 3 of this committee substitute provides that

S. 212.20(6)(d)7.e., F.S,, shdll expire duly 1, 2007, this section provides that sections 1, 2, and 4
of thisact shdl expire duly 1, 2007.

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:

The Revenue Egtimating Conference estimates the fisca impact of this committee
subgtitute to be a FY 2002-03 Generd Revenue loss of $2.7 million with an annudized
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firg-year loss of $2.7 million and a FY 2002-03 locad government loss of $400,000 with
an annudized firg-year loss of $400,000.
Fiscal Year 2002-2003
Generd Revenue Trust Locd Total
Issue/Fund 1s Year Recurring 1s Year Recurring 1t Year Recurring 1s Year Recurring
Wn * *
Infrastructure $@27) $(27) $(04) $(04) $(31) $(32)

* |nsignificant (less than $50,000)

B. Private Sector Impact:
More funds will be available for aerogpace infrastructure projects. However, every deder
conducting business at afixed location at the Kennedy Space Center or Cape Canaverd
Air Station and sdlling admissons to those facilities pursuant to a contract or sub-contract
with NASA will have to file monthly returns with the Department of Revenue, the
Florida Commerciad Space Financing Corporation, and the director of the Office of
Tourism, Trade, and Economic Development.

C. Government Sector Impact:
None.

VI. Technical Deficiencies:
None.
VII. Related Issues:
None.
VIIL. Amendments:
None.

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




