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AGENDA

Choice & Innovation Subcommittee
Tuesday, March 18, 2014
12:30 p.m. — 2:30 p.m.
306 HOB
L. Call to Order/Roll Call
II.  Opening Remarks

III.  Consideration of the following bill:

e HB 7099 Tax Credit Programs by Finance & Tax Subcommittee,
Workman

IV. Closing Remarks and Adjournment



Committee Meeting Notice
HOUSE OF REPRESENTATIVES

Choice & Innovation Subcommittee

Start Date and Time: Tuesday, March 18, 2014 12:30 pm
End Date and Time: Tuesday, March 18, 2014 02:30 pm
Location: 306 HOB
Duration: 2.00 hrs

Consideration of the following bill(s):

HB 7099 Tax Credit Scholarship Programs by Finance & Tax Subcommittee, Workman

Pursuant to rule 7.12, the deadline for amendments to bills on the agenda by a member who is not a
member of the subcommittee shall be 6:00 pm, Monday, March 17, 2014.

By request of the Chair, all subcommittee members are asked to have amendments to bills on the agenda
submitted by 6:00 pm, Monday, March 17, 2014.

NOTICE FINALIZED on 03/14/2014 15:54 by Gilliam.Ann

03/17/2014 11:24:19AM Leagis ® ' Page 1 of 1
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Bill No. HB 7099 (2014)
Amendment No. 1

COMMITTEE/SUBCOMMITTEE ACTION

ADOPTED _ (Y/N)

ADOPTED AS AMENDED _ (Y/N)

ADOPTED W/0O OBJECTION __(Y/N)

FAILED TO ADOPT _ (Y/N)

WITHDRAWN ___ (Y/N)

OTHER -

Committee/Subcommittee hearing bill: Choice & Innovation
Subcommittee

Representative Diaz, M. offered the following:

Amendment
Remove lines 528-532 and insert:

(p) Must maintain the surety bond or letter of credit

required by subsection (16). The amount of the surety bond or

letter of credit may be adjusted quarterly to equal the actual

amount of undisbursed funds based upon submission by the

organization of a statement from a certified public accountant

verifying the amount of undisbursed funds. The requirements of

this paragraph are waived if the cost of acquiring a surety bond

or letter of credit exceeds the average 10 year cost by 200

percent.

858531 - h7099-1line 528-532.docx
Published On: 3/17/2014 4:49:37 PM
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Bill No. HB 7099 (2014)
Amendment No. 2

COMMITTEE/SUBCOMMITTEE ACTION

ADOPTED _ (Yy/N)
ADOPTED AS AMENDED _(Y/N)
ADOPTED W/O OBJECTION __ (Y/N)
FAILED TO ADOPT __ (Y/N)
WITHDRAWN __ (Y/N)
OTHER

Committee/Subcommittee hearing bill: Choice & Innovation
Subcommittee

Representative Diaz, M. offered the following:

Amendment

Remove lines 578-582

733335 - h7099-1ine 578-582.docx
Published On: 3/17/2014 4:49:59 PM
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Bill No. HB 7099 (2014)
Amendment No. 3

COMMITTEE/SUBCOMMITTEE ACTION

ADOPTED ___ (Y/N)

ADOPTED AS AMENDED __ (Y/N)

ADOPTED W/0O OBJECTION __ (Y/N)

FAILED TO ADOPT __ (Y/N)

WITHDRAWN _ (Y/N)

OTHER .

Committee/Subcommittee hearing bill: Choice & Innovation
Subcommittee

Representative Diaz, M. offered the following:

Amendment
Remove lines 656-692 and insert:

4. A description of the geographic region the organization

intends to serve and an analysis of the demand and unmet need

for eligible students in that area.

5. The organization's organizational chart.

6. A description of the criteria and methodology that will

be used to evaluate scholarship eligibility.

7. A description of the application process, including

deadlines and any associated fees.

8. A description of the deadlines for attendance

verification and scholarship payments.

376167 - h7099-1ine 656-692.docx
Published On: 3/17/2014 4:50:20 PM
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Bill No. HB 7099 (2014)
Amendment No. 3

9. A copy of the organization's poclicies on conflict of

interest and whistleblowers.

10. A copy of a surety bond or letter of credit in an

amount equal to 25 percent of the scholarship funds anticipated

for each school year or $100,000, whichever is greater.

(b) In addition to the information required by paragraph

(a)l1.-9., an application for renewal must include:

1. A surety bond or letter of credit equal to the amount of

undisbursed donations held by the organization based on the

annual report submitted pursuant to paragraph (6) (m). The amount

0of the surety bond or letter of credit must be at least $100,000

but not to exceed $25 million.

2. The organization's completed Internal Revenue Service

Form 990 submitted no later than November 30 of the year before

the school year that the organization intends to offer the

scholarships, notwithstanding the September 1 application

deadline.

3. A copy of the statutorily required audit to the

Department of Education and Auditor General.

4. An annual report that includes:

a. The number of students who completed applications, by

county and by grade.

b. The number of students who were approved for

scholarships, by county and by grade.

376167 - h7099-1ine 656-692.docx
Published On: 3/17/2014 4:50:20 PM
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Bill No. HB 7099 (2014)
Amendment No. 3

c. The number of students who received funding for

scholarships within each funding category, by county and by

grade.

d. The amount of funds received, the amount of funds

distributed in scholarships, and an accounting of remaining

funds and the obligation of those funds.

e. A detailed accounting of how the organization spent the

administrative funds allowable under paragraph (6) (j).

376167 - h7099-1line 656-692.docx
Published On: 3/17/2014 4:50:20 PM
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Bill No. HB 7099 (2014)
Amendment No. 4

COMMITTEE/SUBCOMMITTEE ACTION

ADOPTED __ (Y/n)

ADOPTED AS AMENDED __ (Y/N)

ADOPTED W/O OBJECTION __ (Y/N)

FAILED TO ADOPT . (Y/N)

WITHDRAWN _(Y/N)

OTHER L

Committee/Subcommittee hearing bill: Choice & Innovation
Subcommittee

Representative Diaz, M. offered the following:

Amendment
Remove lines 1021-1025

118407 - h7099-1line 1021-1025.docx
Published On: 3/17/2014 4:50:3%9 PM
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Bill No. HB 7099 (2014)

Amendment No. 5

COMMITTEE/SUBCOMMITTEE ACTION

ADOPTED _(Y/N)

ADOPTED AS AMENDED _ (Y/N)

ADOPTED W/O OBJECTION __ (Y/N)

FAILED TO ADOPT _ (Y/N)

WITHDRAWN . (Y/N)

OTHER .

Committee/Subcommittee hearing bill: Choice & Innovation
Subcommittee

Representative Diaz, M. offered the following:

Amendment
Remove lines 1130-1150 and insert:

1limit is $401.45 million.

(b) 1In the state fiscal year immediately following the

first state fiscal year in which the sum of annual tax credit

amounts under ss. 1002.395 and 1002.396 is equal to or greater

than 90 percent of the limit set forth in paragraph (a), the
limit is $490.95 million.

(c) In the state fiscal year immediately following the

first state fiscal year in which the sum of annual tax credit

amounts under ss. 1002.395 and 1002.396 is equal to or greater

than 90 percent of the limit set forth in paragraph (b), the

limit is $602.75 million.

466963 - h7099-1ine 1130-1150.docx
Published On: 3/17/2014 4:51:04 PM
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Amendment No. 5

(d) In the state fiscal year immediately following the

first state fiscal year in which the sum of annual tax credit

amounts under ss. 1002.395 and 1002.396 is equal to or greater

than 90 percent of the limit set forth in paragraph (c), the

limit is $742.55 million.

(e} In the state fiscal year immediately following the

first state fiscal year in which the sum of annual tax credit

amounts under ss. 1002.395 and 1002.396 is equal to or greater

than. 90 percent of the limit set forth in paragraph (d), the
limit is $917.45 million.

466963 - h7099-1ine 1130-1150.docx
Published On: 3/17/2014 4:51:04 PM
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HOUSE OF REPRESENTATIVES STAFF ANALYSIS

BILL #: HB 7099 PCB FTSC 14-02 Tax Credit Scholarship Programs
SPONSOR(S): Finance & Tax Subcommittee, Workman
TIED BILLS: IDEN./SIM. BILLS: SB 1620

REFERENCE ACTION ANALYST STAFF DIRECTOR or

BUDGET/POLICY CHIEF
Orig. Comm.: Finance & Tax Subcommittee 11Y,7N Flieger Langston
1) Choice & Innovation Subcommittee Beagle (- Fudg’e“&
B \
SUMMARY ANALYSIS

The bill revises the Florida Tax Credit Scholarship program’s student eligibility criteria, scholarship amounts, tax credit
availability, and scholarship-funding organization (SFO) accountability standards. It also creates a new Florida Sales Tax
Credit Scholarship program that allows dealers who collect state sales and use tax to receive tax credits for making
donations to SFOs. The administrative provisions of the new program will parallel those of the existing program.

The bill removes the prior public attendance requirement for students whose household income is below 185% of the
federal poverty level. Beginning in FY 2016-17, new eligibility is created for students whose household income is greater
than 185% but does not exceed 260% of the federal poverty level and who are eligible to enter kindergarten or first grade,
or attended public school in the prior year. SFOs are required to serve all new applicants at or below 185% of the federal
poverty level before serving students above 185%.

The bill increases the maximum per-student scholarship amount by 4% so that the maximum is 84% of the Florida
Education Finance Program per-student funding amount. Although eligibility is extended to students with higher
household incomes, the bill establishes a means-tested, tiered phasedown of the maximum per-student scholarship
amount, beginning in FY 2016-2017: _

o The amount is reduced by 12% for household incomes between 200% and 215%

o The amount is reduced by 26% for household incomes between 215% and 230%

o The amount is reduced by 40% for household incomes between 230% and 245%

o The amount is reduced by 50% for household incomes between 245% and 260%

The bill strengthens the SFO application, approval, and renewal processes for program participation by requiring
additional financial, organizational, and operational documentation in the application, thereby increasing SFO
accountability. In consultation with the Department of Revenue and Chief Financial Officer, the Department of Education
will review and provide recommendations for approval or disapproval of each application. The State Board of Education
will give final approval or disapproval. The initial application must include a surety bond for an amount equal to 25% of
their anticipated fund donations, which will be adjusted annually thereafter to equal the amount of undispersed donations.
A renewal application must include a copy of the SFO’s IRS Form 990, annual audit, and an annual report regarding
donations, expenditures, scholarship applications, and scholarship recipients.

Both tax credit scholarship programs will operate under a combined tax cap. Credits may be approved under either
program until the sum of the credits for both programs reach the combined cap. Assuming that each year the annual tax
credit amount is at least 90% of the prior year's cap, the bill increases the combined cap by approximately $30 million
over that in current law in each year from FYs 2014-15 through 2017-18. The bill also allows tax credits for both programs
to be transferred between affiliated corporate entities.

Staff estimates that, while the program as revised by this bill will produce net savings to the state over the next five years
(i.e., expenditure savings greater than revenue losses) the net savings will be substantially reduced, compared to current
law. Net savings are estimated to be $3.7 million higher in FY 2014-15, compared to current law, and lower by $1.9
million, $35.9 million, $48.3 million and $62.8 million in fiscal years ending 2016, 2017, 2018, and 2019, respectively.

The bill takes effect July 1, 2014.

This document does not reflect the intent or official position of the bill sponsor or House of Representatives.
STORAGE NAME: h7099.CIS.DOCX
DATE: 3/14/2014



FULL ANALYSIS
I. SUBSTANTIVE ANALYSIS

A. EFFECT OF PROPOSED CHANGES:
Present Situation

History of the Florida Tax Credit Scholarship Program

The Florida Tax Credit Scholarship Program (FTC Program) provides scholarships to eligible low-
income students for private school tuition and fees or transportatlon expenses to a Florida public school
located outside of the school district in which the student resides.’ The FTC Program is funded with
contributions to private nonprofit scholarship-funding organizations (SFOs) from taxpayers who receive
a tax credit for use against their liability for corporate income tax; insurance premium tax; severance
taxes on oil and gas production; self-accrued sales tax liabilities of direct pay permit holders; or
alcoholic beverage taxes on beer, wine, and spirits.? The tax credit is equal to 100 percent of the
eligible contributions made.®

The Legislature initially capped the FTC Program at $50 million in tax credits per state fiscal year,* but
expanded the cap to $88 million in 2003.° Beginning in FY 2008-09, the cap was increased by $30
million to $118 million.® Until 2009, tax credits under the program were only available against the state’s
corporate income tax liability.” In 2009, the Legislature expanded the revenue sources against which
tax credits can be claimed to include the insurance premium tax.® The insurance premium tax is
imposed on insurance premiums written in Florida and paid by insurance companies. In 2010, the
revenue sources against which tax credits can be claimed were further expanded to include severance
taxes on oil and gas production;® self-accrued sales tax liabilities of direct pay permit holders;'® and
alcoholic beverage taxes on beer, wine, and spirits.”' Tax credits received under this program may not
be transferred, with an exception for transactions where all of the assets of a taxpayer who has
received a credit are being transferred.

The Legislature also increased the tax credit cap to $140 million, beginning in FY 2010-11, and
authorized the cap to increase by 25 percent for the subsequent year whenever credits approved by
Department of Revenue (DOR) in the prior fiscal year exceeded 90 percent of the tax credit cap for that
year, beginning in FY 2011-12." In 2012, the Legislature increased the cap for FY 2012-13 to $229
million, an additional $10.25 million increase over the 25 percent increase provided by statute.

During the 2012-13 school year, scholarships in the amount of $206.9 million were awarded to a total of
51,075 students enrolled in 1,338 participating Florida private schools.™

! Section 1002.395(3), (5), and (6)(d), F.S.

2 Section 1002.395(1) and (5), F.S.

3 Sections 220.1875 and 1002.395(5), F.S.

* Section 5, ch. 2001-225, L.O.F.

> Section 9, ch. 2003-391, L.O.F.

% Section 1, ch. 2008-241, L.O.F.

7 See s. 3, ch. 2009-108, L.O.F.

81d.;a premium tax pursuant to s. 624.509, F.S.

? Section 211.0251, F.S.

' Section 212.1831, F.S.

W' Sections 211.0251, 212.1831, and 561.1211, F.S., direct DOR and the Department of Business and Professional Regulation to
disregard tax credits accordingly for purposes of the distributions of tax revenue under ss. 211.06, 212.20, 561.12(1)(a) and
564.06(10), F.S., so that only amounts distributed to the General Revenue Fund are reduced.

2 Section 1, ch. 2010-24, L.OF.

13 Florida Department of Education, Fast Facts and Program Statistics, available at,

http://www.floridaschoolchoice.org/Information/CTC/files/Fast Facts FTC.pdf (last accessed February 14, 2014)
STORAGE NAME: h7099.CiS.DOCX PAGE: 2
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Scholarship Funding Organizations

SFOs are charitable organizations exempt from federal income tax'* that administer the receipt of
contributions and distribution of scholarship awards.'® Scholarships must be provided for eligible
students on a first-come, first-serve basis, unless the student qualifies for priority consideration. An
SFO may not restrict or reserve scholarships for use at a particular private school or for the child of an
operator or owner of a private school or SFO.' Similarly, a taxpayer making a contribution may not
designate a specific child or group of children as the beneficiaries of the scholarship.'” If the SFO has
been in operation for three years and does not have any negative financial findings, the SFO may use
up to three percent of the contributions received for reasonable and necessary administrative
expenses. No more than one-third of the funds available for administrative expense may be used for
expenses related to recruitment of contributions.

To become an SFO, any non-profit organization must apply to the Department of Education (DOE).
Among other things, all owners and operators of the organization must pass a level 2 background
check upon beginning employment there and every 5 years thereafter. Once approved, an SFO must
provide to the Auditor General and DOE an annual financial and compliance audit of its accounts and
records conducted by an independent certified public accountant and in accordance with rules adopted
by the Auditor General. DOE requires additional quarterly reports from each SFO regarding the number
of students participating and the schools at which they are enrolled. SFOs must expend at least 75
percent of donations remaining after administrative costs as scholarship payments each year. Any
amounts carried forward to the next year must be spent in that year."

Participating Private Schools

Private schools participating in the program must provide documentation of financial stability and
comply with federal antidiscrimination law and all state laws regulating private schools.?’ To be eligible
for participation in the program, a private school must demonstrate fiscal soundness, provide
information on academic results, and meet DOE and SFO reporting requirements.?’ DOE may
terminate eligibility if the private school fails to meet requirements.?

Student Eligibility

A student is eligible for a FTC Program scholarship if he or she qualifies for free or reduced-price
school lunches under the National School Lunch Act? or is on the direct certification list** and:

e Was counted as a full-time student during the previous state fiscal year for purposes of state
per-student funding;

4 Section 1002.395(2)(f), F.S.; s. 501(c)(3) of the Internal Revenue Code.

'* Section 1002.395(6), F.S.

16 Section 1002.395(6), F.S.

' Section 1002.395(2)(e), F.S.

18 Section 1002.395(6), F.S.

19 Section 1002.395(6), F.S.

29 Section 1002.421, F.S.

2! Section 1002.395(8), F.S.

22 Section 1002.395(9), F.S.

23 The National School Lunch Program is a federally funded program administered by the United States Department of Agriculture
that assists schools and other agencies in providing nutritious meals to children at reasonable prices. 42 U.S.C. s. 1758(b). In Florida,
the Florida Department of Agriculture and Consumer Services, Division of Food, Nutrition, and Wellness administers the program.
Chapter 595, F.S.; Florida Department of Agriculture and Consumer Services, National School Lunch Program,
http.//www.freshfromflorida.com/Divisions-Offices/Food-Nutrition-and-Wellness/Nutrition-Programs/National-School-Lunch-
Program (last visited Sept. 5, 2013).

*«Direct certification list” means the certified list of children who qualify for the food assistance program, the Temporary Assistance
to Needy Families Program, or the Food Distribution Program on Indian Reservations provided to the Department of Education

(DOE) by the Department of Children and Family Services. Section 1002.395(2)(c), F.S.
STORAGE NAME: h7099.CIS.DOCX PAGE: 3
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e Received a scholarship from an eligible nonprofit SFO or the State of Florida during the
previous school year; or
e s eligible to enter kindergarten through fifth grade.

Eligibility is also provided to students who are placed, or during the previous state fiscal year were
placed, in foster care, regardless of household income. ® Out-of-home care more generally refers to
any case in which a child is removed from the home of the parent, whether it is placement in foster care
or with a relative or other care giver.® Foster care is a placement with a foster family or in a group
home.? An out-of-home placement that is not foster care typically refers to a placement with a
relative.?® Students placed in out-of-home care that is not foster care are not currently eligible for an
FTC Program scholarship.

Contingent upon available funds, a student does not lose his or her scholarship due to a change in the
economic status of the student’s parents unless the parents’ household income exceeds 230 percent of
the federal poverty guidelines.?® A sibling of a scholarship student who continues to participate in the
program and resides in the same household as the student is also eligible as a first-time scholarship
recipient, as long as the student’s and the sibling's household income level does not exceed 230
percent of the federal poverty level.*®

A student is not eligible for a scholarship if enrolled in a school providing educational services to youth
in Department of Juvenile Justice commitment programs, is receiving a scholarship from another SFO,
is receiving another scholarship pursuant to ch. 1002, F.S., is being home-schooled, is participating in
certain private tutoring programs, is participating in a state-funded virtual school, correspondence
program, or distance learning program beyond two courses per year, or is enrolled in the Florida School
for the Deaf and the Blind.

Student Scholarship Amounts

The maximum scholarship award to each individual student is set at a percentage of the unweighted
Florida Education Finance Program (FEFP) student funding in the General Appropriations Act. The
percentage for FY 2013-2014 is 72 percent, or $4,880 per student. Thereafter, the scholarship amount
increases by four percentage points each fiscal year the tax credit amounts meet or exceed 90 percent
of the tax credit cap. The percentage will stop increasing upon reaching 80 percent, and from that year
forward, the scholarship limit will be 80 percent of the unweighted FEFP funding amount.®' The
maximum limit for a scholarship awarded to a student for enroliment in a Florida public school that is
located outside the district in which the student resides or in a lab school as defined in s. 1002.32, F.S.,
is $500.

A student’s actual scholarship is further dependent upon the student’s household income level. For
students with household income levels above 215 percent, but equal to or less than 230 percent of the
federal poverty level, the scholarship amount is 50 percent of the maximum award. The amount
increases to 75 percent of the maximum award for students with household income that is more than

25 Section 1002.395(3)(b)1. — 2., F.S.; see also s. 39.01(31), F.S.

26 Rule 65C-30.001(91), F.A.C.

27 Section 39.01(31), F.S.

% Ch. 39, F.S.; see chs. 65C-13 (Licensed Out-Of-Home Care), 65C-15 (Child-Placing Agencies), 65C-28 (Out-Of-Home Care), 65C-
29 (Protective Investigations), and 65C-30, F.A.C. (General Child Welfare Provisions). Foster caregivers must be licensed. Relative
caregivers are not licensed. All out-of-home placements made by the Department of Children and Families, both foster care and
placement with relatives, are court ordered. Legal custody is transferred from the parent to the relative or other care giver. A DCF
caseworker is assigned to monitor the placement. Caregivers and other people in the home must have background checks. 1d.;
Telephone interview with Department of Children and Families staff (Jan. 29, 2014).

% Section 1002.395(3)(b)2., F.S.

30 Section 1002.395(3)(b)3., F.S.

31 Section 1002.395(12)(a), F.S.
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200 percent but less than 215 percent of the federal poverty level. For students with a household
income of 200 percent of the federal poverty level or below, the full scholarship award is available.

The following table shows the history of the program and historical tax credit information.*?

Award Per Student Awarded Maximum Tax | Tax Credits

Student Scholarships | Scholarships | Credit Cap Approved33
FY 2001-02 | $3,500 $50,000,000
FY 2002-03 | $3,500 15,5685 $50,000,000 $50,000,000 $47,686,000
FY 2003-04 | $3,500 11,550 $40,000,000 $88,000,000 $47,579,000
FY 2004-05 | $3,500 10,549 $36,655,500 $88,000,000 $47,560,000
FY 2005-06 | $3,500 15,123 $46,745,482 $88,000,000 $80,323,071
FY 2006-07 | $3,750 17,819 $59,300,655 $88,000,000 $87,123,000
FY 2007-08 | $3,750 21,493 $73,450,691 $88,000,000 $85,611,140
FY 2008-09 | $3,950 24,871 $88,626,463 $118,000,000 $97,415,847
FY 2009-10 | $3,950 28,927 $106,049,940 | $118,000,000 $111,773,617
FY 2010-11 | $4,106 34,550 $129,474,868 | $140,000,000 $136,321,200
FY 2011-12 | $4,011 40.248 $147,481,308 | $175,000,000 $174,459,107
FY 2012-13 | $4,335 51,075 $206,974,102 | $229,000,000 $229,000,000

Effect of Proposed Changes

Student Eligibility

Beginning in FY 2014-2015, the prior public school attendance requirement for students whose
household income is below 185% of the federal poverty level is removed. Beginning in FY 2016-2017,
the maximum household income for eligibility is increased to 260% of the federal poverty level.
Students with household incomes between 185% and 260% of the federal poverty level are required to
have spent the prior school year in public school unless they are entering kindergarten or first grade.

The bill adds eligibility for students placed in out-of-home care that is not foster care. This change
enables students who are placed with a relative or other caregiver to receive a scholarship. Students in
foster or another out-of-home care placement will remain eligible for the program until age 21 or
graduation, whichever comes first. Additionally, they will be allowed to apply to enter the program at
any time. '

The bill requires SFOs to give priority among new applicants to those students with household incomes
below 185% of the federal poverty level and to students in foster or out-of-home care. Students who
received a scholarship in the prior year will continue to receive priority over any new applicants.

In order to comply with the expanded household income requirements, parents of students who wish to
participate must authorize the SFO to access information held by other state or federal agencies
necessary for verification of income.

Student Scholafship Amounts

The bill increases the maximum scholarship limit from 80 percent to 84 percent of the unweighted
FEFP funding amount.

In concert with the FY 2016-2017 increase in maximum household income for eligibility discussed
above, the bill creates a new tiered phasedown of the maximum per-student scholarship amount. For

32 Florida Department of Education, Fast Facts and Program Statistics, available at,
http://www.floridaschoolchoice.org/Information/CTC/files/ctc_fast facts.pdf. (last accessed 2/14/2014).
33 Email from Department of Revenue on file with House Finance and Tax.
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household incomes between 200% and 215% of the federal poverty line, the maximum is reduced by
12%. For household incomes between 215% and 230%, the maximum is reduced by 26%. For
household incomes between 230% and 245%, the maximum is reduced by 40%. Finally, for household
incomes between 245% and the newly increased maximum of 260% the amount is reduced by 50%.

Scholarship Funding Organization Accountability

The bill creates a new application process for organizations that wish to become SFOs. In order to
participate, organizations must submit an application for initial approval or renewal to DOE’s Office of
Independent Education and Parental Choice by September 1 of the year prior to the year in which that
SFO intends to begin offering scholarship funding. After consultation with the DOR and Chief Financial
Officer, the Commissioner of Education provides a recommendation for each application to the State
Board of Education, which will have final approval or disapproval responsibility.

The application is required to include a copy of a SFO's incorporation documents and organizational
chart, a description of the organization’s financial plan and intended area of operation, and descriptions
of the organization’s intended operational procedure. Each SFO is also required to include with its initial
application a copy of a surety bond or letter of credit for the amount equal to 25% of anticipated
donations. SFOs already approved as of July 1, 2014, will have until August 1, 2014, to provide a copy
of a surety bond or letter of credit. This bond or letter of credit will be adjusted on an annual basis
thereafter to equal the amount of undispersed donations based on annual audits reviewed by DOE.

Applications for renewal by an SFO that operated the prior year must also include the organization’s
IRS Form 990, an annual audit, and an annual report regarding donations, administrative
expenditures, scholarship applications, and scholarship recipients. Any funds held by a SFO whose
application for renewal is denied shall revert to DOR for redistribution to eligible SFOs.

The allowable uses of the administrative allowance are expanded to include professional development
to support participating schools.

The bill strengthens the background check requirements for owners and operators of SFOs by adding a
number of additional disqualifying offenses.*®

Tax Credits

The bill creates a new section of statute, s. 1002.396, F.S., establishing the Sales Tax Credit
Scholarship Program, which allows sales tax dealers to receive credit against their sales and use tax
liability®® under ch. 212, F.S., for donations made to SFOs participating in the new program. The Sales
Tax Credit Scholarship Program will operate separately from the existing FTC Program; however, many
of the administrative requirements for both programs are the same, e.g., student, private school, and
SFO eligibility and scholarship prohibitions.

The bill also establishes, in newly created s. 1002.397, F.S., a unified tax credit cap for the new Sales
Tax Credit Scholarship Program and FTC Program. DOR may approve tax credits under either program
until the sum of such approvals under both programs combined reaches the limits specified in the bill.

The cap is set at $390 million in fiscal year 2014-2015, which is $32.2 million above the cap level
expected to apply under current law. In subsequent years, the cap can increase sequentially to $475
million, $590 million, $730 million, and $873.6 million. The amount of credits approved each year will be
required to reach 90% of the new combined cap in each year to trigger an increase in the subsequent

34 This is an informational return for tax exempt organizations. The deadline for submitting the form 990 is extended until November
30 instead of September 1.
35 The new offenses include any felony and numerous misdemeanor-level financial crimes

3¢ Credits may not be allowed against rental car surcharge liability under ch. 212, F.S.
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year. Past experience suggests that the above stated levels will be achieved during the next five years.
if so, then in each of the FYs 2014-2015 through 2017-2018, the cap is expected to be approximately
$30 million above the levels expected under current law. By FY 2018-2019 the applicable cap will be
$873.6 million, which is equal to that expected under current law.

Additionally, taxpayers and dealers will be able to transfer tax credits received under both tax credit
scholarship programs so long as the transfer is between members of an affiliated group of corporations.
The transferred tax credit must be applied against the same tax as it was to be applied against prior to
the transfer. Taxpayers and dealers must notify the DOR (who in turn notifies the Division of Alcoholic
Beverages and Tobacco for credits against excise taxes on alcoholic beverages) of their intent to
transfer a credit, and the credit is not available until DOR approves the transfer.

Notification

The bill also requires a copy of the letter approving a taxpayer or dealer’s tax credit application be
provided by DOR to the SFO designated in the letter to receive a donation. The bill revises the
confidentiality provisions of s. 213.053, F.S., to allow this letter to be provided.

Rulemaking

The bill grants emergency rulemaking authority to DOR and DOE.

B. SECTION DIRECTORY:

Section 1. Amends s. 212.1831, F.S., allowing credits to be granted against sales and use tax
liability under the new Sales Tax Credit Scholarship Program.

Section 2. Amends s. 213.053, F.S., revising confidentiality requirements for the Department of
Revenue.

Section 3. Amends s. 1002.395, F.S., making various changes to the Tax Credit Scholarship
Program.

Secﬁ_on 4. Creates s. 1002.396, F.S., creating the Sales Tax Scholarship Program.

Section 5. Creates s. 1002.397, F.S., creating 2 new combined cap for tax credits approved under
the two scholarship programs.

Section 6. Amending s. 1002.421, F.S., conforming a cross reference.

Section 7. Providing that any scholarship funding organization approved prior to July 1, 2014, shall
have until August 1, 2014, to comply with the new requirements for maintaining a surety bond or letter
of credit.

Section 8. Granting emergency rulemaking authority to the Department of Revenue and

Department of Education.
Section 9. Providing an effective date.
Il. FISCAL ANALYSIS & ECONOMIC IMPACT STATEMENT
A. FISCAL IMPACT ON STATE GOVERNMENT:

1. Revenues:

STORAGE NAME: h7099.CIS.DOCX PAGE: 7
DATE: 3/14/2014 )



The Revenue Estimating Conference estimated that the bill's impact on General Revenue will be -
$32.2 million, -$27.7 million, -$30.9 million, -$31.1 million, and zero, in the fiscal years ending 2015,
2016, 2017, 2018, and 2019, respectively.

2. Expenditures:
See FISCAL COMMENTS.
. FISCAL IMPACT ON LOCAL GOVERNMENTS:
1. Revenues:
None.
2. Expenditures:
None.
. DIRECT ECONOMIC IMPACT ON PRIVATE SECTOR:

The tax credit cap increase will allow more taxpayers to make eligible contributions to SFOs and
therefore more taxpayers will receive a dollar for dollar reduction in their state tax liabilities.

. FISCAL COMMENTS:

Staff has estimated the total program impacts on both revenue and FEFP expenditures under current
law (Table 1) and the proposed law (Table 2). Table 3 displays the estimated change in total program
impacts as a result of the bill. Under the bill, expenditure savings are expected to continue as fewer
students will require funding within the FEFP. The tables indicate that under both current and proposed
law, the FEFP savings from the program are expected to exceed the revenue losses due to tax credits
through FY 2018-2019, though the net savings are expected to be lower as a result of the bill. Table 3
shows the net positive savings to the state are reduced by $1.9 million, $35.9 million, $48.3 million and
$62.8 million in fiscal years ending 2016, 2017, 2018, and 2019, respectively.

| 2014-15  2015-16 2016-17 2017-18 2018-19
Table 1: Total Program Impacts—Current Law ($ in millions)
Revenue Impact (6357.8) ($447.3) ($559.1) ($698.9) {5873.6)
FEFP Savings $415.0 $489.6  $608.7 $758.4  $944.8
Net State Savings $57.2 $42.3 $49.6 $59.5 $71.3
Table 2: Total Program Impacts—Proposed Law
Revenue iImpact {$390.0) ($475.0) ($590.0) ($730.0) ($873.6)
FEFP savings $450.8  $515.4  $603.7 $741.2  $882.1
Net State Savings $60.8  $40.4  $13.7  $11.2 $8.5
Table 3: Change in Total Program Impacts
Revenue Impact (632.2)  ($27.7) (S30.9) ($31.1) $0.0
FEFP Savings $35.9  $25.8  ($4.9) ($17.1)  ($62.8)
Net State Savings $3.7 (61.9) ($35.9) (%48.3) ($62.8)
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lil. COMMENTS
A. CONSTITUTIONAL ISSUES:

1. Applicability of Municipality/County Mandates Provision:

This bill does not appear to require counties or municipalities to spend funds or take action requiring
the expenditures of funds; reduce the authority that counties or municipalities have to raise revenues
in the aggregate; or reduce the percentage of state tax shared with counties or municipalities.

2. Other:

The Florida Sales Tax Scholarship Program created by this bill allows for dealers of sales and use
tax to receive credits against their tax liability in exchange for donations to SFOs which may in turn
provide scholarships to students who choose to attend sectarian schools. Sales and use tax
collections by dealers become state funds at the moment of collection.>”

B. RULE-MAKING AUTHORITY:
The bill grants emergency rulemaking authority to both DOE and DOR.

C. DRAFTING ISSUES OR OTHER COMMENTS:
None.

IV. AMENDMENTS/ COMMITTEE SUBSTITUTE CHANGES

On March 6, 2014, the Finance and Tax Subcommittee adopted 6 amendments and reported the proposed
committee bill favorably. The amendments:

e Clarified that only credits are only allowed against sales and use tax liability under ch. 212, F.S., not the
rental car surcharge.

o Clarified that students who are eligible under the foster care or out-of-home care criterion will remain
eligible under graduation or reaching 21 years of age, whichever occurs first, regardless of household
income.

e Allows an SFO which has operated under the current Tax Credit Scholarship Program to receive the
administrative allowance for donations received through the new sales tax program
Clarifies the SFO application deadline.

¢ Replaces terminology throughout to make clear that the donations to the new program are made by
sales tax dealers.

[ ]

This analysis is drafted to the bill as amended.

37 Section 212.15(1), F.S.
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HB 7099 2014

1 A bill to be entitled

2 An act relating to tax credit scholarship programs;

3 amending s. 212.1831, F.S.; providing a credit against
4 the sales and use tax for contributions to nonprofit

5 scholarship-funding organizations; providing

6 requirements and procedure for claiming credits;

7 amending s. 213.053, F.S.; authorizing the Department
8 of Revenue to provide a copy of a letter approving a

9 taxpayer or dealer for a specified tax credit;

10 amending s. 1002.395, F.S.; revising definitions;

11 revising eligibility requirements for the Florida Tax
12 Credit Scholarship Program; revising the tax credit

13 cap amount applicable to the program; requiring the

14 department to provide a copy of a letter approving a
15 taxpayer for a specified tax credit to the eligible

16 nonprofit scholarship—funding organization;
17 authorizing certain entities to convey, transfer, or
18 assign certain tax credits; revising the disqualifying
19 offenses for nonprofit scholarship-funding
20 organization owners and operators; revising priority
21 for new applicants; authorizing the use of‘certain
22 contributions by nonprofit scholarship-funding
23 organizations for professional development; requiring
24 nonprofit scholarship-funding organizations to
25 maintain a surety bond or letter of credit and to
26 adjust the bond or letter of credit annually as
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37
38
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40
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50
51
52
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2014

required by the Department of Education; requiring
parental authorization for access to income
eligibility information; revising limitations on
annual scholarship amounts; providing for reductions
in scholarship amounts based on household incocme;
providing initial and renewal application requirements
and an approval process for nonprofit scholarship-
funding organizations; requiring the State Board of
Edﬁcation to adopt rules; creating s. 1002.396, F.S.;
providing legislative findings; providing definitions;
establishing the Florida Sales Tax Credit Scholarship

Program; providing eligibility requirements for a tax

bcredit scholarship; providing application requirements

and procedures for tax credits; providing for
carryforward; authorizing certain entities to convey,
transfer, or assign tax credits upon providing
notification to and receiving approval from the
Department of Revenue; providing obligations of
eligible nonprofit scholarship-funding organizations;
providing responsibilities for parents and students
participating in the program; providing requirements
for eligible private schools; providing obligations of
the Department of Education, school districts, and the
Commissioner of Education; providing for the amount
and payment of scholarships; providing for the

administration of the program; requiring the
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HB 7099 2014
53 Department of Revenue and the State Board of Education
54 to adopt rules; providing requirements for the deposit
55 of eligible contributions; providing for the
56 disposition of credits if one or more relevant
57 provisions are determined to be unconstitutional;
58 providing requirements for nonprofit scholarship-
59 funding organizations; creating s. 1002.397, F.S.;
60 providing a cap on the amount of tax credits that may
61 "be approved annually under the Florida Tax Credit
62 Scholarship Program and the Florida Sales Tax Credit
63 Scholarship Program; requiring the Department of
64 Revenue to publish the cap on its website; amending s.
65 1002.421, F.S.; requiring private schools
66 participating in the Florida Sales Tax Credit
67 Scholarship Program to comply with specified
68 regquirements; requiring certain scholarship-funding
69 organizations to provide a copy of a surety bond or
70 letter of credit and to adjust the amount of the
71 surety bond or letter of credit as specified;
72 authorizing the Department of Revenue and the
73 Department of Education to adopt emergency rules;
74 providing an effective date.
75
76| Be It Enacted by the Legislature of the State of Florida:
77
78 Section 1. Section 212.1831, Florida Statutes, is amended
Page 3 of 46
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79| to read:

80 212.1831 Credit for contributions to eligible nonprofit

81| scholarship-funding organizations.— ;

82 (1) There is allowed a credit of 100 percent of an

83| eligible contribution made to an eligible nonprofit scholarship-
84 funding organization under s. 1002.395 against any tax imposed
85| by the state and due under this chapter from a direct pay permit
86| holder as a result of the direct pay permit held pursuant to s.
87 212.183. For purposes of the distributions of tax revenue under
88| s. 212.20, the department shall disregard any tax credits

89| allowed under this subsection seetien to ensure that any

90| reduction in tax revenue received that is attributable to the

91 tax credits results only in a reduction in distributions to the
92| General Revenue Fund. The provisions of ss. s+ 1002.395 and

93 1002.397 apply to the credit authorized by this subsection

94| seetion.

95 (2) There is allowed a credit of 100 percent of an

96| eligible ccontribution made to an eligible nonprofit scholarship-

97| funding organization under s. 1002.396 against any tax imposed

98| by the state and due under this chapter, except the surcharge

99 imposed by s. 212.0606. For purposes of the distributions of tax

100 revenue under s. 212.20, the department shall disregard any tax

101| credits allowed under this subsection to ensure that any

102 reduction in tax revenue received that is attributable to the

103} tax credits results only in a reduction in distributions to the

104| General Revenue Fund. The credits against the state sales tax
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authorized under s. 1002.396 shall be deducted from sales and

use tax remitted by the dealer to the department by electronic

funds transfer and may only be deducted on a sales and use tax

return initiated through electronic data interchange. The dealer

shall separately state the credit on the electronic return. The

net amount of tax due and payable must be remitted by electronic

funds transfer. A dealer may only obtain a credit under this

subsection using the method described in this subsection. A

dealer is not authorized to obtain a credit by applying for a

refund. Sections 1002.396 and 1002.397 apply to credits granted

under this subsection.

Section 2. Paragraph (cc) is added to subsection (8) of
section 213.053, Florida Statutes, to read:

213.053 Confidentiality and information sharing.—

(8) Notwithstanding any other provision of this section,
the department may provide:

(cc) For purposes of notification that a tax credit has

been reserved, a copy of a letter of approval issued by the

department to a taxpayer or dealer for an allocation of a tax

credit to an eligible nonprofit scholarship-funding organization

selected by the taxpayer or dealer in an application for a tax

credit authorized under s. 1002.395 or s. 1002.396.

Disclosure of information under this subsection shall be
pursuant to a written agreement between the executive director

and the agency. Such agencies, governmental or nongovernmental,
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HB 7099 2014

131 shall be bound by the same requirements of confidentiality as
132 the Department of Revenue. Breach of confidentiality is a

133 misdemeanor of the first degree, punishable as provided by s.
134] 775.082 or s. 775.083.

135 Section 3. Paragraph (f) of subsection (2), paragraph (b)
136 of subsection (3), paragraph (b) of subsection (4), paragraphs
137 (a), (b), (c), and (d) of subsection (5), subsection (6),

138| paragraph (e) of subsection (8), paragraphs (d) and (o) of

139 subsection (9), and paragraph (a) of subsection (12) of section
140 1002.385, Florida Statutes, are amended, paragraphs (h) through
141 {j) of subsection (2) are redesignated as paragraphs (i) through
142 (k), respectively, and a new paragraph (h) is added to that

143 subsection, paragraph (g) is added to subsection (7), paragraph
144 {(q) is added to subsection (9), and subsection (16) is added to
145 that section, to read:

146 1002.395 Florida Tax Credit Scholarship Program.—
147 (2) DEFINITIONS.—As used in this section, the term:
148 (f) "Eligible nonprofit scholarship-funding organization"

149] means a charitable organization that:

150 1. Is exempt from federal income tax pursuant to s.

151] 501 (c) (3) of the Internal Revenue Code;

152 2. Is a Florida entity formed under chapter 607, chapter
153 608, or chapter 617 and whose principal office is located in the
154 state; and

155 3. Complies with subsections the-provisieons—ef subseetion
156 (6) and (1l6).
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157 (h) "Household income" has the same meaning as the term

158 "income" is defined in the Income Eligibility Guidelines for

159| free and reduced price meals under the National School Lunch

160| Program in 7 C.F.R. part 210 as published in the Federal

161| Register by the United States Department of Agriculture.

162 (3) PROGRAM; SCHOLARSHIP ELIGIBILITY.—

163 (b) Contingent upon available funds, a student is eligible
le4 for a Florida tax credit scholarship under this section if the
165| student meets one or more of the following criteria:

166 1. For the 2014-2015 and 2015-2016 school years, the

167| student qualifies for free or reduced-price school lunches under
168| the National School Lunch Act or is on the direct certification

169 list ands

170 ar—HWas—ecountedas—afulli—time—ecaguivatent——student during
171| +he—previous state fiseal veanr for purposes of state per—student
172| $updings

173 b—TReeceived—a—sehotarship—froman—eligible nonprofit

1741 seholarship—funding eorganization or from—the State of Fleorida
175| during—the—previeus——schoet—yearsy or

176 e—Fs—eligible—to—enter—ipdergarten—throngh—fifeh—grade.

177 2. The student is currently placed, or during the previous

178 state fiscal year was placed, in foster care or in out-of-home

1791 care as defined in s. 39.01. A student who initially receives a

180 scholarship based on eligibility under this subparagraph remains

181 eligible until the student graduates from high school or turns

182 21 years of age, whichever occurs first, regardless of the
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183 student's household income level.

184 3. For the 2014-2015 and 2015-2016 school years, the

185 student continues in the scholarship program as long as the
186| student's household income level does not exceed 230 percent of

187 the federal poverty level. A sibling of a student who is

188 continuing in the scholarship program under this subparagraph is

189| eligible for a scholarship as long as the student resides in the

190} same household as the sibling.

191 4. For the 2016-2017 school year and thereafter, the

192 student is on the direct certification list or the student's

193 household income level does not exceed 185 percent of the

194 federal poverty level.

195 5. For the 2016-2017 school year and thereafter, the

196 student's household income level is greater than 185 percent of

197 the federal poverty level, but does not exceed 260 percent of

198| the federal poverty level, and the student:

199 a. Spent the previous school year in attendance at a

200] public school in the state and was enrolled and reported by the

201| school district for funding during October and February for

202| purposes of the Florida Education Finance Program surveys;

203 b. 1Is eligible to enter kindergarten or first grade; or

204 c. Received a scholarship from an eligible nonprofit

205| scholarship-funding organization or the state during the
206| previous school year The—studenpt;—who—isafirst-time tay—eredit
207| sehetarship—reecipient;—io—asiblingof—a—student—who—is

08 o : ] o b ol g . ]
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209
210
211
212
213 (4) SCHOLARSHIP PROHIBITIONS.—A student is not eligible

214 for a scholarship while he or she is:
215 (b) Receiving a scholarship from another eligible
216| nonprofit scholarship-funding organization under this section or

217 s. 1002.396;

218 (5) SCHOLARSHIP FUNDING TAX CREDITS; LIMITATIONS.-—

219 (a)®= The téx credit cap amount is provided in s. 1002.397
220 $229—mititieon—in—the 2012—2043—statefiscal—year.

221 2 In the 2033-2014 state fiseat year—andeach state

222 £iseat—year—thereafter;—the—tax-ereditcop—amount—io—the—tax
223| eredit—ecopeamount—inthe prior state fiseal year—However;—in
224 any—stote—figeal year when—the onpnvol tox—eredit—amount—for—the
225] prrer—statefiseal—year—is—egualteo—or—greater—+than 090 perecent
226 ef thetaweredit-copomount appticable—+tothaot state figeat
227 wyearr—thetax—ereditcop ameount sholl inerecase by 25pereentr
228 The—department-shall publish—on itswebsite—ipformation

229 ddentifyingthe tax ecreditcap aomountwhen—iEt—is—inereased

230| pursvapt—teo—this subparagraph-

231 (b) A taxpayer may submit an application to the department
232 for a tax credit or credits under one or more of s. 211.0251, s.

2331 212.1831(1) 2323834, s. 220.1875, s. 561.1211, or s. 624.51055.

234 1l. The taxpayer shall specify in the application each tax
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235 for which the taxpayer requests a credit and the applicable

236| taxable year for a credit under s. 220.1875 or s. 624.51055 or
237} the applicable state fiscal year for a credit under s. 211.0251,
238} s. 212.1831(1) 23238331, or s. 561.1211. The department shall

239| approve tax credits on a first-come, first-served basis and must
240| obtain the division's approval before prier—te approving a tax
241| credit under s. 561.1211.

242 2. Within 10 days after approving an application, the

243| department shall provide a copy of its approval letter to the

244] eligible nonprofit scholarship-funding organization specified by

245 the taxpayer in the application.

246 (c) If a tax credit approved under paragraph (b) is not
247 fully used within the specified state fiscal year for credits

248] under s. 211.0251, s. 212.1831(1) 2¥%2=3+834, or s. 561.1211 or

249! against taxes due for the specified taxable year for credits

250] under s. 220.1875 or s. 624.51055 because of insufficient tax
251 liability on the part of the taxpayer, the unused amount may be
252} carried forward for a period not to exceed 5 years. However, any
253 taxpayer that seeks to carry forward an unused amount of tax

254 credit must submit an application to the department for approval
2551 of the carryforward tax credit in the year that the taxpayer

256 intends to use the carryforward. The department must obtain the
257| division's approval prior to approving the carryforward of a tax
258 credit under s. 561.1211.

259 (d) A taxpayer may not convey, assign, or transfer an

260 approved tax credit or a carryforward tax credit to another
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261 entity unless all of the assets of the taxpayer are conveyed,
262 assigned, or transferred in the same transaction. However, a tax
263 credit under s. 211.0251, s. 212.1831(1), s. 220.1875, s.

264 561.1211, or s. 624.51055 may be conveyed, transferred, or

265| assigned between members of an affiliated group of corporations
266 if the type of tax credit under s. 211.0251, s. 212.1831(1), s.
267 220.1875, s. 561.1121, or s. 624.51055 remains the same. A

268 taxpayer must notify the department of the intent to convey,

269 transfer, or assign a tax credit to another member within an

270 affiliated group of corporations. The amount conveyed,

271 transferred, or assigned is available to another member of the

272 affiliated group of corporations upon approval by the

273} department. The department must obtain the division's approval

274 before approving a conveyance, transfer, or assignment of a tax

275 credit under s. 561.1211.

276 (6) OBLIGATIONS OF ELIGIBLE NONPROFIT SCHOLARSHIP-FUNDING
277 ORGANIZATIONS.—An eligible nonprofit scholarship-funding

278| organization:

279 (a) Must comply with the antidiscrimination provisions of
280 42 U.s.C. s. 2000d.

281 (b) Must comply with the following background check

282| requirements: ‘

283 1. All owners and operators as defined in subparagraph
284 (2) (1)1. 23+ are, before wper employment or engagement to
285} provide services, subject to level 2 background screening as

286| provided under chapter 435. The fingerprints for the background
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287 screening must be electronically submitted to the Department of
288 Law Enforcement and can be taken by an authorized law

289 enforcement agency or by an employee of the eligible nonprofit
290 scholarship-funding organization or a private company who is
291| trained to take fingerprints. However, the complete set of

292 fingerprints of an owner or operator may not be taken by the
293| owner or operator. The results of the state and national

294| criminal history check shall be provided to the Department of
295| Education for screening under chapter 435. The cost of the

296| Dbackground screening may be borne by the eligible nonprofit

297 scholarship-funding organization or the owner or operator.

298 2. Every 5 years following employment or engagement to
299| provide services or association with an eligible nonprofit

300 scholarship-funding organization, each owner or operator must
301 meet level 2 screening standards as described in s. 435.04, at
302 which time the nonprofit scholarship-funding organization shall
303| request the Department of Law Enforcement to forward the

304) fingerprints to the Federal Bureau of Investigation for level 2
305} screening. If the fingerprints of an owner or operator are not
306 retained by the Department of Law Enforcement under subparagraph
307 3., the owner or operator must electronically file a complete
308 set of fingerprints with the Department of Law Enforcement. Upon
309 submission of fingerprints for this purpose, the eligible

310 nonprofit scholarship-funding organization shall request that
311 the Department of Law Enforcement forward the fingerprints to

312 the Federal Bureau of Investigation for level 2 screening, and
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313 the fingerprints shall be retained by the Department of Law

314| Enforcement under subparagraph 3.

315 3. A}t Fingerprints submitted to the Department of Law

316 Enforcement as required by this paragraph must be retained by
317 the Department of Law Enforcement in a manner approved by rule
318| and entered in the statewide automated biometric identification
3195 system authorized by s. 943.05(2) (b). The fingerprints must

320 thereafter be available for all purposes and uses authorized for
321 arrest fingerprints entered in the statewide automated biometric
322| identification system pursuant to s. 943.051.

323 4. The Department of Law Enforcement shall search all

324| arrest fingerprints received under s. 943.051 against the

325 fingerprints retained in the statewide automated biometric

326 identification system under subparagraph 3. Any arrest record
327} that is identified with an owner's or operator's fingerprints
328 must be reported to the Department of Education. The Department
329| of Education shall participate in this search process by paying
3301 an annual fee to the Department of Law Enforcement and by

331| informing the Department of Law Enforcement of any change in the
332 employment, engagement, or association status of the owners or
333| operators whose fingerprints are retained under subparagraph 3.
334 The Department of Law Enforcement shall adopt a rule setting the
335| amount of the annual fee to be imposed upon the Department of
336| Education for performing these services and establishing the

337| procedures for the retention of owner and operator fingerprints

338 and the dissemination of search results. The fee may be borne by
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339| the owner or operator of the nonprofit scholarship-funding

340 organization.

341 5. A nonprofit scholarship-funding organization whose

342 owner or operator fails the level 2 background screening is not
343| shett—met—be eligible to provide scholarships under this

344| section. | ‘

345 6. A nonprofit scholarship-funding organization whose

346| owner or operator in the last 7 years has filed for personal
347| bankruptcy or corporate bankruptcy in a corporation of which he
348 or she owned more than 20 percent shall not be eligible to

349 provide scholarships under this section.

350 7. In addition to the offenses listed in s. 435.04, a

351| person required to undergo background screening pursuant to this

352 part or authorizing statutes must not have an arrest awaiting

353 final disposition for, must not have been found guilty of, or

354 entered a plea of nolo contendere to, regardless of

355 adjudication, and must not have been adijudicated delinquent, and

356 the record must not have been sealed or expunged for, any of the

357 following offenses or any similar offense of another

358 jurisdiction:

359 a. Any authorizing statutes, if the offense was a felony.
360 b. This chapter, if the offense was a felony.

361 c. Section 409.920, relating to Medicaid provider fraud.
362 d. Section 409.9201, relating to Medicaid fraud.

363 e. Section 741.28, relating to domestic violence.

364 f. Section 817.034, relating to fraudulent acts through
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365 mail, wire, radio, electromagnetic, photoelectronic, or

366 photooptical systems.

367 g. Section 817.234, relating to false and fraudulent

368 insurance claims.

369 h. Section 817.505, relating to patient brokering.

370 i. Section 817.568, relating to criminal use of personal

371 identification information.

372 j. Section 817.60, relating to obtaining a credit card

373 through fraudulent means.

374 k. Section 817.61, relating to fraudulent use of credit

375 cards, if the offense was a felony.

376 1. Section 831.01, relating to forgery.

377 m. Section 831.02, relating to uttering forged

378 instruments.

379 n. Section 831.07, relating to forging bank bills, checks,

380 drafts, or promissory notes.

381 0. Section 831.09, relating to uttering forged bank bills,

382 checks,'drafts, or promissory notes.

383 p. Section 831.30, relating to fraud in obtaining

384| medicinal drugs.

385 g. Section 831.31, relating to the sale, manufacture,

386| delivery, or possession with the intent to sell, manufacture, or

387| deliver any counterfeit controlled substance, if the offense was

388 a felony.

389 {(c) Must not have an owner or operator who owns or

390 operates an eligible private school that is participating in the
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391 scholarship program or the scholarship program established in s.

392 1002.396.

393 (d) Must provide scholarships, from eligible

394 contributions, to eligible students for the cost of:

395 1. Tuition and fees for an eligible private school; or
396 2. Transportation to a Florida public school that is

397 located outside the district in which the student resides or to
398 a lab school as defined in s. 1002.32.

399 (e) Must give first priority to eligible students who

400 received a scholarship from an eligible nonprofit scholarship-
401 funding organization or from the State of Florida during the

402| previous school year. Beginning in the 2016-2017 school year, an

403| eligible nonprofit scholarship-funding organization shall give

404 priority to new applicants whose household income levels do not

405 exceed 185 percent of the federal poverty level or who are in

406 foster care or out-of-home care.

407 (f) Must provide a scholarship to an eligible student on a
408 first-come, first-served basis unless the student qualifies for

409| priority pursuant to paragraph (e).

410 {(g) May not restrict or reserve scholarships for use at a

411| particular private school or provide scholarships to a child of

412 an owner or operator.

413 (h) Must allow a student in foster care or out-of-home

414 care to apply for a scholarship at any time.

415 (i)4k}+ Must allow an eligible student to attend any

416| eligible private school and must allow a parent to transfer a
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scholarship during a school year to any other eligible private
school of the parent's choice.

{J)+3++1. May use up to 3 percent of eligible contributions
received during the state fiscal year in which such
contributions are collected for administrative expenses if the

organization has operated under this section or s. 1002.396 for

at least 3 state fiscal years and did not have any negative
financial findings in its most recent audit under paragraph (m)

+3). Such administrative expenses must be reasonable and

necessary for the organization's management and distribution of

eligible contributions under this section. Administrative

expenses may also include professional development to support

participating schools. Up to Ne—mere—than one-third of the funds

authorized for administrative expenses under this subparagraph
may be used for expenses related to the recruitment of
contributions from taxpayers.

2. Must expend for annual or partial-year scholarships an
amount equal to or greater than 75 percent of the net eligible
contributions remaining after administrative expenses during the
state fiscal year in which such contributions are collected. No
more than 25 percent of such net eligible contributions may be
carried forward to the following state fiscal year. Any amounts
carried forward shall be expended for annual or partial-year
scholarships in the following state fiscal year. Net eligible
contributions remaining on June 30 of each year that are in

excess of the 25 percent that may be carried forward shall be
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CODING: Words stricken are deletions; words underlined are additions.
hb7099-00




F LORIDA H O U S E O F R EPRESENTATIVE S

HB 7099 2014
443| returned to the State Treasury for deposit in the General
444 Revenue Fund.
445 3. Must, before granting a scholarship for an academic
446 vyear, document each scholarship student's eligibility for that
447] academic year. A scholarship-funding organization may not grant
448| multiyear scholarships in one approval process.
449 (k)+43+ Must maintain separate accounts for scholarship
450 funds and operating funds.
451 (1)#Her With the prior approval of the Department of
452 Education, may transfer funds to another eligible nonprofit
453] scholarship-funding organization if additional funds are
4541 required to meet scholarship demand at the receiving nonprofit
455| scholarship-funding organization. A transfer is shadd—be limited
456 to the greater of $500,000 or 20 percent of the total
457 contributions received by the nonprofit scholarship-funding
458| organization making the transfer. All transferred funds must be
459| deposited by the receiving nonprofit scholarship-funding
460 organization into its scholarship accounts. All transferred
461 amounts received by any nonprofit scholarship-funding
462 organization must be separately disclosed in the annual
463 financial and compliance audit required in this section.
464 {(m)<43> Must provide to the Auditor General and the
465 Department of Education an annual financial and compliance audit
466| of its accounts and records conducted by an independent
467 certified public accountant and in accordance with rules adopted
468| by the Auditor General. The audit must be conducted in
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469| compliance with generally accepted auditing standards and must
470 include a report on financial statements presented in accordance
471 with generally accepted accounting principles set forth by the
4721 American Institute of Certified Public Accountants for not-for-
473 profit organizations and a determination of compliance with the
474 statutory eligibility and expenditure requirements set forth in
475 this section. Audits must be provided to the Auditor General and
476| the Department of Education within 180 days after completion of
477 the eligible nonprofit scholarship-funding organization's fiscal
478 year.

479 (n)+4m> Must prepare and submit quarterly reports to the
480 Department of Education pursuant to paragraph (9) (m). In

481 addition, an eligible nonprofit scholarship-funding organization
4821 must submit in a timely manner any information requested by the
483 Department of Education relating to the scholarship program.

484 (o)4»Fl.a. Must participate in the joint development of
485| agreed-upon procedures to be performed by an independent

486| certified public accountant as required under paragraph (8) (e)
487 if the scholarship-funding organization provided more than

488 $250,000 in scholarship funds to an eligible private school

489 wunder this section during the 2009-2010 state fiscal year. The
490 agreed-upon procedures must uniformly apply to all private

491 schools and must determine, at a minimum, whether the private
492 school has been verified as eligible by the Department of

493 Education under paragraph (9) (c); has an adequate accounting

494 system, system of financial controls, and process for deposit
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495 and classification of scholarship funds; and has properly

496| expended scholarship funds for education-related expenses.

497 During the development of the procedures, the participating

498 scholarship~-funding organizations shall specify guidelines

499 governing the materiality of exceptions that may be found during
500 the accountant's performance of the procedures. The procedures
501 and guidelines shall be provided to private schools and the

502 Commissioner of Education by March 15, 2011.

503 b. Must participate in a joint review of the agreed-upon
504| procedures and guidelines developed under sub-subparagraph a.,
505| by February 2013 and biennially thereafter, if the scholarship-
500 funding organization provided more than $250,000 in scholarship
507 funds to an eligible private school under this section during
508| the state fiscal year preceding the biennial review. If the

509| procedures and guidelines are revised, the revisions must be

510| provided to private schools and the Commissioner of Education by
511 March 15, 2013, and biennially thereafter.

512 c. Must monitor the compliance of a private school with
513] paragraph (8) (e) if the scholarship-funding organization

514 provided the majority of the scholarship funding to the school.
515| For each private school subject to paragraph (8) (e), the

516| appropriate scholarship-funding organization shall notify the
517 Commissioner of Education by October 30, 2011, and annually

518 thereafter of:

519 (I) A private school's failure to submit a report required

520 under paragraph (8) (e); or
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521 (IT) Any material exceptions set forth in the report

522 required under paragraph (8) (e).

523 2. Must seek input from the accrediting associations that
524 are members of the Florida Association of Academic Nonpublic
525 Schools when jointly developing the agreed-upon proceduresland
526 guidelines under sub-subparagraph l.a. and conducting a review
527] of those procedures and guidelines under sub-subparagraph 1.b.

528 (p) Must maintain the surety bond or letter of credit

529| required by subparagraph (16) (a)4. and adjust the bond or letter

530 of credit annually to equal the amount of undisbursed donations

531 as required by the Department of Education pursuant to paragraph
532 (9) (q) .

533
534| Anay—eand—attr Information and documentation provided to the

535 Department of Education and the Auditor General relating to the
536 identity of a taxpayer that provides an eligible contribution
537 wunder this section shall remain confidential at all times in
538| accordance with s. 213.053.

539 (7) PARENT AND STUDENT RESPONSIBILITIES FOR PROGRAM

540 PARTICIPATION.—

541 {(g) The parent must authorize the scholarship funding

542 organization to access information needed for income eligibility

543 determination and verification held by other state or federal

544 agencies, including the Department of Revenue, the Department of

545] Children and Families, the Department of Education, the

546 Department of Economic Opportunity, and the Agency for Health
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547 Care Administration.

548 (8) PRIVATE SCHOOL ELIGIBILITY AND OBLIGATIONS.—An

549 eligible private school may be sectarian or nonsectarian and

550| must:

551 (e) Annually contract with an independent certified public
552 accountant to perform the agreed-upon procedures developed under
553 paragraph (6) (o) +e+n+ and produce a report of the results if
554 the private school receives more than $250,000 in funds from

555 scholarships awarded under this section in the 2010-2011 state
556 fiscal year or a state fiscal year thereafter. A private school
557 subject to this paragraph must submit the report by September
558 15, 2011, and annually thereafter to the scholarship-funding

559| organization that awarded the majority of the school's

560 scholarship funds. The agreed-upon procedures must be conducted
561| 1in accordance with attestation standards established by the

562 American Institute of Certified Public Accountants.

563
5641 The inability of a private school to meet the requirements of
565 this subsection shall constitute a basis for the ineligibility
566 of the private school to participate in the scholarship program
567| as determined by the Department of Education.

568 (9) DEPARTMENT OF EDUCATION OBLIGATIONS.—The Department of
569 Education shall:

570 (d) Annually verify the eligibility of expenditures as

571 provided in paragraph (6) (d) using the audit required by

572 paragraph (6) (m) +6++}+.
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573 (o) Provide a process to match the direct certification
574 list with the scholarship application data submitted by any
575 nonprofit scholarship-funding organization eligible to receive
576 the 3-percent administrative allowance under paragraph (6) (J)
577 +e++.

578 {(q) On an annual basis, require each nonprofit

579| scholarship-funding organization to adjust surety bond or letter

580 of credit amounts to equal the amount of undisbursed donations

581| held by that organization based on the annual audit provided

582 pursuant to paragraph (6) (m).

583 (12) SCHOLARSHIP AMOUNT AND PAYMENT.—

584 (a)+= Except as provided in subparagraph 2., the amount of
585 a scholarship provided to any student for any single school year
586 by an eligible nonprofit scholarship-funding organization from
587| eligible contributions shall be for total costs authorized under
588 paragraph (6) (d), not to exceed annual limits, which shall be
589 determined as follows:

590 l.a. For a scholarship awarded to a student enrolled in an

581| eligible private school+

592 +B—For—the—2005-2010—statefiseal vear;—the—timitshall
593| be—$3+956—+

594

595

596| years

597 B —Fer—the 2611203+ 2 —state—figeal—year—apd—thereafter,
598| the limit shall be determined by multiplying the unweighted FTE
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599 funding amount in that state fiscal year by the percentage used
6001 to determine the limit in the prior state fiscal year. However,
601| in each state fiscal year that the tax credit cap amount

602| increases pursuant to s. 1002.397 subparagraph—53{a)r#-, the

603| prior year percentage shall be increased by 4 percentage points

604 and the increased percentage shall be used to determine the

605 limit for that state fiscal year. If the percentage so

606 calculated reaches 84 86 percent in a state fiscal year, no

607 further increase in the percentage is allowed and the limit

608| shall be 84 86 percent of the unweighted FTE funding amount for
609| that state fiscal year and thereafter.

610 b. For a scholarship awarded to a student enrolled in a
611 Florida public school that is located outside the district in
612| which the student resides or in a lab school as defined in s.
613| 1002.32, the limit shall be $500.

614 2. For the 2014-2015 and 2015-2016 state fiscal years, the

615] annual limit for a scholarship under sub-subparagraph l.a. shall
6l6] be reduced by:

617 a. Twenty-five percent if the student's household income
618 level is equal to or greater than 200 percent, but less than 215
619| percent, of the federal poverty level.

620 b. Fifty percent if the student's household income level
621 is equal to or greater than 215 percent, but equal to or less
622 than 230 percent, of the federal poverty level.

623 3. For the 2016-2017 state fiscal year and thereafter, the

624| annual limit for a scholarship under sub-subparagraph l.a. shall
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625 be reduced by:

626 a. Twelve percent 1if the student's household income level

627| 1is greater than or equal to 200 percent, but less than 215

628 percént, of the federal poverty level.

629 b. Twenty-six percent if the student's household income

630| level is greater than or equal to 215 percent, but less than 230

631| percent, of the federal poverty level.

632 c. Forty percent if the student's household income level

633 1s greater than or equal to 230 percent, but less than 245

634 percent, of the federal poverty level.

635 d. Fifty percent if the student's household income level

636 1is greater than or equal to 245 percent, but less than or equal

637 to 260 percent, of the federal poverty level.

638 (16) NONPROFIT SCHOLARSHIP-FUNDING ORGANIZATIONS;

639| APPLICATION.—In order to participate in the scholarship program

640 created by this section or the scholarship program created by s.

641 1002.396, a nonprofit scholarship-funding organization must

642| submit an application for initial approval or renewal to the

643| Office of Independent Education and Parental Choice no later

644 than September 1 of each year, before the school year for which

645| the nonprefit scholarship-funding organization intends to offer

646 scholarships.

647 (a) An application for initial approval must include:

648 1. A copy of the organization's incorporation documents

649 and registration with the Division of Corporations of the

650 Department of State.
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651 2. A copy of the organization's Internal Revenue Service

652 determination letter as a s. 501 (c) (3) not-for-profit

653| organization.

654 3. A description of the financial plan that demonstrates

655| sufficient funds to operate throughout the school year.

656 4. A copy of a surety bond or letter of credit in an

657 amount equal to 25 percent of the scholarship funds anticipated

658 for each school year.

659 5. A description of the geographic region the organization

660 intends to serve and an analysis of the demand and unmet need

661 for eligible students in that area.

662 6. The organization's organizational chart.

663 7. A description of the criteria and methodology that will

664| be used to evaluate scholarship eligibility.

665 8. A description of the application process, including

666| deadlines and any associated fees.

667 9. A description of the deadlines for attendance

668] verification and scholarship payments.

669 10. A copy of the organization's policies on conflict of

670 interest and whistleblowers.

671 (b) In addition to the information required by paragraph

672 (a), an application for renewal must include:
673 1. The organization's completed Internal Revenue Service

674| Form 990 submitted no later than November 30 of the year before

6751 the year that the organization intends to offer the

676| scholarships, notwithstanding the September 1 application
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677| deadline.
678 2. A copy of the statutorily required audit to the

679| Department of Education and Auditor General.

680 3. An annual report that includes:

681 ' a. The number of students who completed applications, by

682 county and by grade.

683 b. The number of students who were approved for

684 scholarships, by county and by grade.

685 c. The number of students who received funding for

686| scholarships within each funding category, by county and by
687| grade.

688 d. The amount of funds received, the amount of funds

689| distributed in scholarships, and an accounting of remaining

690| funds and the obligation of those funds.

691 e. A detailed accounting of how the organization spent the

6921 administrative funds allowable under paragraph (6) (7).

693 (c) In consultation with the Department of Revenue and the

694 Chief Financial Officer, the Office of Independent Education and

695| Parental Choice shall review the application. The Department of

696 Education shall notify the organization in writing of any

697| deficiencies within 30 days after receipt of the application,

698 and allow the organization 30 days to correct any deficiencies.

699 (d) Within 30 days after receipt of the finalized

700 application by the Office of Independent Education and Parental

701| Choice, the Commissioner of Education shall recommend approval

702 or disapproval of the application to the State Board of
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703 Education. The State Board of Education shall consider the

704| application and recommendation at the next scheduled meeting,

705 adhering to appropriate meeting notice requirements. If the

706 State Board of Education disapproves the organization's

707| application, it shall provide the organization with a written

708 explanation of that determination. The State Board of

709 Education's action is nct subject to chapter 120.

710 (e) If the State Board of Education disapproves the

711| renewal of a nonprofit scholarship-funding organization, the

712 organization must notify the affected eligible students and

713| parents of the decision within 15 days after disapproval. An

714 eligible student affected by the disapproval of an

715| organization's participation remains eligible under this section

716 until the end of the school year in which the organizatioh was

717| disapproved. The student must apply and be accepted by another

718| eligible nonprofit scholarship-funding organization for the

719 wupcoming school year. The student shall be given priority in

720] accordance with paragraph (6) (f).

721 (f) All remaining funds held by a nonprofit scholarship-

722| funding organization that is disapproved for participation shall

723| revert to the Department of Revenue for redistribution to other

724 eligible nonprofit scholarship-funding organizations.

725 (g) A nonprofit scholarship-funding organization is

726 considered a renewing organization if it maintains continuous

727| approval and participation in the program. An organization that

7281 chooses not to participate for 1 year or more or is disapproved
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729 to participate for 1 year or more must submit an application for

730 initial approval in order to participate in the program again.

731 (h) The State Board of Education shall adopt rules

732| providing guidelines for receiving, reviewing, and approving

733| applications for new and renewing nonprofit scholarship-funding

734| organizations. The rules shall include a process for compiling

735 input and recommendations from the Chief Financial Officer, the

736 Department of Revenue, and the Department of Education. The

737 rules shall also require that the nonprofit scholarship-funding

738 organization make a brief presentation to assist the State Board

739 of Education in its decision.

740 Section 4. Section 1002.396, Florida Statutes, 1is created
741 to read:

742 1002.396 Florida Sales Tax Credit Scholarship Program.—
743 (1) FINDINGS AND PURPOSE.—

744 (a) The Legislature finds that:

745 1. It has the inherent power to determine subjects of

746| taxation for general or particular public purposes.

747 2. Expanding educational opportunities and improving the

748| quality of educational services within the state are valid

749 public purposes that the Legislature may promote using its

750 sovereign power to determine subjects of taxation and exemptions

751 from taxation.

752 3. Ensuring that all parents regardless of means may

753 exercise and enjoy their basic right to educate their children

754 as they see fit is a valid public purpose that the Legislature
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755| may promote using its sovereign power to determine subjects of

756 taxation and exemptions from taxation.

757 4. Expanding educational opportunities and the healthy

758| competition they promote are critical to improving the quality

759 of education in the state and to ensuring that all children

760 receive the high-quality education to which they are entitled.

761 (b) The purpose of this section is to:

762 1. Enable registered sales tax dealers to make private,

763] wvoluntary contributions to nonprofit scholarship-funding

764 organizations in order to promote the general welfare.

765 2. Provide registered sales tax dealers who wish to help

766 parents with limited resources exercise their basic right to

767| educate their children as they see fit with a means to do so.

768 3. Promote the general welfare by expanding educational

769| opportunities for children of families that have limited

770 financial resources.

771 4. Enable children in the state to achieve a greater level

772 of excellence in their education.

773 5. Improve the quality of education in the state by

774 expanding educational opportunities for children and by creating

775 incentives for schools to achieve excellence.

776 (2) DEFINITIONS.—As used in this section, the term:

777 (a) "Annual tax credit amount" means, for any state fiscal

778 year, the sum of the amount of tax credits approved under

779 paragraph (5) (b).

780 (b) "Department" means the Department of Revenue.
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781 (c) "Direct certification list" means the certified list

7821 of children who qualify for the food assistance program, the

783|] Temporary Assistance for Needy Families Program, or the Food

784| Distribution Program on Indian Reservations provided to the

785| Department of Education by the Department of Children and

786 Families.

787 (d) "Eligible contribution" means a monetary contribution

788| from a registered sales tax dealer, subject to the restrictions

789| provided in this section, to an eligible nonprofit scholarship-

7901 funding organization. The registered sales tax dealer making the

791 contribution may not designate a specific child as the

792 beneficiary of the contribution.

793 (e) "Eligible nonprofit scholarship-funding organization"

794 means a charitable organization that:

795 1. Is exempt from federal income tax pursuant to s.

796 501 (c) (3) of the Internal Revenue Code;

797 2. Is a Florida entity formed under chapter 607, chapter

798 608, or chapter 617 whose principal office is located in the

799 state; and

800 3. Complies with the provisions of subsections (6) and
801 (16) .
802 (f) "Eligible private school" means a private school, as

803 defined in s. 1002.01(2), located in the state that offers an

804 education to students in any grades K-12 and meets the

805 requirements provided in subsection (8).

806 (g) "Owner or operator" includes:
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807 1. An owner, president, officer, or director of an

808 eligible nonprofit scholarship-funding organization or a person

809 with equivalent decisionmaking authority over an eligible

810| nonprofit scholarship-funding organization.

811 2. An owner, operator, superintendent, or principal of an

812 eligible private school or a person with equivalent

813| decisionmaking authority over an eligible private school.

814 {h) "Registered sales tax dealer" means a person

815| registered with the department under chapter 212 to collect and

8l6 remit sales or use tax.

817 (1) "Tax credit cap amount" means the maximum annual tax

818 credit amount that the department may approve in a state fiscal

819 ear.

820 (j)  "Unweighted FTE funding amount" means the statewide

821 average total funds per unweighted full-time equivalent funding

822] amount that is incorporated by reference in the General

823| Appropriations Act, or any subsequent special appropriations

824 act, for the applicable state fiscal year.

825 (3) PROGRAM; SCHOLARSHIP ELIGIBILITY.—

826 {a) The Florida Sales Tax Credit Scholarship Program is
827 established.

828 (b) Contingent upon available funds, a student is eligible

829| for a tax credit scholarship under this section if the student

830| meets one or more of the criteria provided in s. 1002.395(3) (b).

831 (4) SCHOLARSHIP PROHIBITIONS.—If a student is ineligible

832| for a tax credit scholarship under s. 1002.395 for any reason
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833 provided in s. 1002.395(4), the student is not eligible for a

834| scholarship under this section.

835 {(5) SCHOLARSHIP FUNDING TAX CREDITS; LIMITATIONS.—
836 (a) The tax credit cap amount is provided in s. 1002.397.
837 (b) A registered sales tax dealer may submit an

838| application to the department for a tax credit or credits under

839 s. 212.1831(2). The registered sales tax dealer shall specify in

840 the application the applicable state fiscal year for such

841 credits. The department shall approve such tax credits on a

842| first-come, first-served basis. Within 10 days after approving

843| an application, the department must provide a copy of its

844| approval letter to the eligible nonprofit scholarship-funding

845 organization specified by the registered sales tax dealer in the

846 application.

847 (c) If a tax credit approved under paragraph (b) is not

848 fully used within the specified state fiscal year, the unused

849 amount may be carried forward for a period not to exceed 5

850 vyears. However, any registered sales tax dealer that seeks to

851 carry forward an unused amount of tax credit must submit an

852| application to the department for approval of the carryforward

853} tax credit in the year that the registered sales tax dealer

854| intends to use the carryforward.

855 (d) A registered sales tax dealer may not convey, assign,

856| or transfer an approved tax credit or a carryforward tax credit

857| to another entity unless all of the assets of the registered

858| sales tax dealer are conveyed, assigned, or transferred in the
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859 same transaction. However, a tax credit granted under this

860 section may be conveyed, transferred, or assigned between

861 members of an affiliated group of corporations. A registered

862| sales tax dealer must notify the department of its intent to

863| convey, transfer, or assign a tax credit to another member of

864| the affiliated group of corporations. The amount conveyed,

865 transferred, or assigned is available to another member of the

866 affiliated group of corporations upon approval by the
867| department. '

868 (e) Within any state fiscal year, a registered sales tax

869 dealer may rescind all or part of a tax credit approved under

870| paragraph (b). The amount rescinded shall become available for

871 that state fiscal year to another eligible taxpayer or

872 registered sales tax dealer as approved by the department if the

873 registered sales tax dealer receives notice from the department

874 that the rescindment has been accepted by the department. Any

875| amount rescinded under this paragraph shall become available to

8761 an eligible taxpayer or registered sales tax dealer on a first-

877 come, first-served basis based on tax credit applications

878 received after the date the rescindment is accepted by the

879| department.

880 (6) OBLIGATIONS OF ELIGIBLE NONPROFIT SCHOLARSHIP-FUNDING

881| ORGANIZATIONS.—An eligible nonprofit scholarship-funding

882 organization participating in the scholarship program

883| established by this section has the same obligations as provided

884 in s. 1002.395(6).
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885 (7) PARENT AND STUDENT RESPONSIBILITIES FOR PROGRAM

. 886| PARTICIPATION.—Each parent and each student participating in the

887| program has the same obligations and responsibilities as
888 provided in s. 1002.395(7).
889 (8) PRIVATE SCHOOL ELIGIBILITY AND OBLIGATIONS.—An

890| eligible private school may be sectarian or nonsectarian and

891 must comply with all of the requirements provided in s.
892 1002.395(8).
893 (9) DEPARTMENT OF EDUCATION OBLIGATIONS.—The Department of

894 Education shall:

895 (a) Annually, by March 15, submit to the department and

896| division a list of eligible nonprofit scholarship-funding

897 organizations that meet the requirements cof paragraph (2) (e).

898 (b) Annually verify the eligibility of nonprofit

899| scholarship-funding organizations that meet the requirements of

900 paragraph (2) (e).

901 {c) Annually verify the eligibility of private schools

902 that meet the requirements of subsection (8).

903 (d) Annually verify the eligibility of expenditures as

904| provided in s. 1002.395(6) (d) using an audit as required by s.
905| 1002.395(6) (m) . |

906 (e) Establish a toll-free hotline that provides parents

907 and private schools with information on participation in the

908 scholarship program.

909 (f) Establish a process by which individuals may notify

910| the Department of Education of any violation by a parent,
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911| private school, or school district of state laws relating to

912| program participation. The Department of Education shall conduct

913| an inquiry of any written complaint of a violation of this

914 section, or make a referral to the appropriate agency for an

915| investigation, if the complaint is signed by the complainant and

916| is legally sufficient. A complaint is legally sufficient if it

917 contains ultimate facts that show that a violation of this

918| section or any rule adopted by the State Board of Education has

919 occurred. In order to determine legal sufficiency, the

920 Department of Education may require supporting information or

921] documentation from the complainant. A department inquiry is not

922 subject to chapter 120.

923 (g) Require an annual, notarized, sworn compliance

9241 statement by participating private schools certifying compliance

925 with state laws and shall retain such records.

926 {h) Cross-check the list of participating scholarship

927 students with the public school enrocllment lists to avoid

928) duplication.

929 (1) Maintain a list of nationally norm-referenced tests

930| identified for purposes of satisfying the testing requirement in

931 s. 1002.395(8) (c)2. The tests must meet industry standards of

932] gquality in accordance with State Board of Education rule.

933 (j) Select an independent research organization, which may

934| be a public or private entity or university, to which

935| participating private schools must report the scores of

936| participating students on the nationally norm-referenced tests
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or the statewide assessments administered by the private school

in grades 3 through 10.

1. The independent research organization must annually

report to the Department of Education on the year-to-year

learning gains of participating students:

a. On a statewide basis. The report shall also include, to

the extent possible, a comparison of these learning gains to the

statewide learning gains of public school students with

socloeconomic backgrounds similar to those of students

participating in the scholarship program. To minimize costs and

reduce time required for the independent research organization's

analysis and evaluation, the Department of Education shall

conduct analyses of matched students from public school

assessment data and calculate control group learning gains using

an agreed-upon methodology outlined in the contract with the

independent research organization; and

b. According to each participating private school in which

there are at least 30 participating students who have scores for

tests administered during or after the 2009-2010 school year for

2 consecutive years at that private school.

2. The sharing and reporting of student learning gain data

under this paragraph must be in accordance with the requirements

of 20 U.S.C. s. 1232g, the Family Educational Rights and Privacy

Act, and shall be for the sole purpose of creating the annual

report required by subparagraph 1. All parties must preserve the

confidentiality of such information as required by law. The
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963| annual report must not disaggregate data to a level that

964| identifies individual participating schools, except as required

965 under sub-subparagraph 1l.b., or disclose the academic level of

966 individual students.

967 3. The annual report required by subparagraph 1. shall be

968 published by the Department of Education on its website.

969 (k) Notify an eligible nonprofit scholarship-funding

970| organization of any of the organization's identified students

971 who are receiving educational scholarships pursuant to this

972 chapter.
973 (1) Notify an eligible nonprofit scholarship-funding

974| organization of any of the organization's identified students

975| who are receiving tax credit scholarships from other eligible

976| nonprofit scholarship-funding organizations.

977 (m) Require quarterly reports by an eligible nonprofit

978| scholarship-funding organization regarding the number of

9791 students participating in the scholarship program, the private

980 schools at which the students are enrolled, and other

981 information deemed necessary by the Department of Education.

982 (n)l. Conduct site visits to private schools participating

983| in the Florida Sales Tax Credit Scholarship Program. The purpose

984 of the site visits is solely to verify the information reported

985 by the schools concerning the enrollment and attendance of

986 students, the credentials of teachers, background screening of

987| teachers, and teachers' fingerprinting results. The Department

988| of Education may not make more than seven site visits each year;
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989| however, the department may make additional site visits at any

990| time to any school that has received a notice of noncompliance

991 or a notice of proposed action within the previous 2 years.

992 2. Annually, by December 15, report to the Governor, the

993| President of the Senate, and the Speaker of the House of

994| Representatives the Department of Education's actions with

995| respect to implementing accountability in the scholarship

996| program under this section and s. 1002.421; any substantiated

997 allegations or violations of law or rule by an eligible private

998| school under this program concerning the enrollment and

999 attendance of students, the credentials of teachers, background

1000| screening of teachers, and teachers' fingerprinting results; and

1001 the corrective action taken by the Department of Education.

1002 (o) Provide a process to match the direct certification

1003| list with the scholarship application data submitted by any

1004| nonprofit scholarship-funding organization eligible to receive

1005 the 3-percent administrative allowance under s. 1002.395(6) (J).

1006 (p) Upon the request of a participating private school,

1007] provide at no cost to the school the statewide assessments

1008| administered under s. 1008.22 and any related materials for

1009| administering the assessments. Students at a private school may

1010| be assessed using the statewide assessments if the addition of

1011 those students and the school does not cause the state to exceed

1012 its contractual caps for the number of students tested and the

1013} number of testing sites. The state shall provide the same

1014 materials and support to a private school that it provides to a
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1015| public school. A private school that chooses to administer

1016 statewide assessments under s. 1008.22 shall follow the

1017| requirements set forth in ss. 1008.22 and 1008.24, rules adopted

1018| by the State Board of Education to implement those sections, and

1019| district-level testing policies established by the district
1020| school board.

1021 (g) On an annual basis, require each scholarship funding

1022| organization to adjust surety bond or letter of credit amounts

1023| to equal the amount of undisbursed donations held by that

1024 organization based on the annual audit provided pursuant to s.
1025 1002.395(6) (m).
1026 (10) SCHOOL DISTRICT OBLIGATIONS; PARENTAL OPTIONS.—

1027 (a) Upon the request of any eligible nonprofit

1028 scholarship-funding organization, a school district shall inform

1029| all households within the district receiving free or reduced-

1030f priced meals under the National School Lunch Act of their

1031| eligibility to apply for a tax credit scholarship. The form of

1032] such notice shall be provided by the eligible nonprofit

1033 scholarship-funding organization, and the district shall include

1034 the provided form, if requested by the organization, in any

1035 normal correspondence with eligible households. If an eligible

1036| nonprofit scholarship-funding organization requests a special

1037 communication to be issued to households within the district

1038 receiving free or reduced-price meals under the National School

1039 Lunch Act, the organization shall reimburse the district for the

1040 cost of postage. Such notice is limited to once a vyear.
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1041 (b) Upon the request of the Department of Education, a

1042| school district shall coordinate with the department to provide

1043| to a participating private school the statewide assessments

1044 administered under s. 1008.22 and any related materials for

1045| administering the assessments. A school district is responsible

1046| for implementing test administrations at a participating private

1047 school, including the:

1048 1. Provision of training for private school staff on test

1049] security and assessment administration procedures;

1050 2. Distribution of testing materials to a private school;
1051 3. Retrieval of testing materials from a private school;
1052 4. Provision of the required format for a private school

1053 to submit information to the district for test administration

1054 and enrollment purposes; and

1055 5. Provision of any required assistance, monitoring, or

1056| investigation at a private school.

1057 (11) COMMISSIONER OF EDUCATION AUTHORITY AND OBLIGATIONS.—

1058 The Commissioner of Education has all the powers and is subject

1059| to the same limitations as provided in s. 1002.395(11) with

1060| regard to the denial, suspension, or revocation of participation

1061 in the schclarship program established by this section.

1062 (12) SCHOLARSHIP AMOUNT AND PAYMENT.—

1063 (a) The amount of a scholarship provided to a student for

1064| a single school year by an eligible nonprofit scholarship-

1065 funding organization from eligible contributions shall be for

1066 total costs authorized under s. 1002.395(6) (d), not to exceed
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1067| annual limits, which shall be determined pursuant to s.

1068 1002.395(12) (a).

1069 (b) Payment of the scholarship by the eligible nonprofit

1070 scholarship-funding organization shall be by individual warrant

1071| made payable to the student's parent. If the parent chooses that

1072 his or her child attend an eligible private school, the warrant

1073| must be delivered by the eligible nonprofit scholarship-funding

1074 organization to the private school of the parent's choice, and

1075 the parent shall restrictively endorse the warrant to the

1076 private school. An eligible nonprofit scholarship-funding

1077 organization shall ensure that the parent to whom the warrant is

1078| made restrictively endorses the warrant to the private school

1079 for deposit into the account of the private school.

1080 (c) An eligible nonprofit scholarship-funding organization

1081| shall obtain verification from the private school of a student's

1082 continued attendance at the school for each period covered by a

1083| scholarship payment.

1084 (d) Payment of the scholarship shall be made by the

1085 eligible nonprofit scholarship-funding organization at least

1086 quarterly.
1087 (13) ADMINISTRATION; RULES.—

1088 (a) The department and the Department of Education shall

1089| develop a cooperative agreement to assist in the administration

1090 of this section.

1091 (b) The department shall adopt rules necessary to

10982 administer this section, including rules establishing
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1093 application forms, procedures governing the approval of tax

1094 credits, and procedures to be followed by registered sales tax

1095| dealers when claiming approved tax credits on their returns.

1096 (c) The State Board of Education shall adopt rules to

1097| administer the responsibilities of the Department of Education

1098 and the Commissioner of Education under this section.

1099 (14) DEPOSITS OF ELIGIBLE CONTRIBUTIONS.—All eligible

1100| contributions received by an eligible nonprofit scholarship-

1101 funding organization shall be deposited in a manner consistent

1102 with s. 17.57(2).

1103 (15) PRESERVATION OF CREDIT.—If a provision or portion of

1104| this section or s. 212.1831 or the application thereof to a

1105 person or circumstance is held unconstitutional by a court or is

1106 otherwise declared invalid, the unconstitutionality or

1107| invalidity shall not affect a credit earned under s. 212.1831 by

1108 a registered sales tax dealer with respect to a contribution

1109| paid to an eligible nonprofit scholarship-funding organization

1110} before the date of a determination of unconstitutionality or

1111 4invalidity. Such credit shall be allowed at such time and in

1112 such a manner as if a determination of unconstitutionality or

1113 invalidity had not been made if nothing in this subsection by

1114| itself or in combination with another provision of law results

1115] in the allowance of a credit to a registered sales tax dealer in

1116 excess of $1 of credit for each dollar paid to an eligible

1117 nonprofit scholarship-funding organization.

1118 (16) NONPROFIT SCHOLARSHIP-FUNDING ORGANIZATIONS.—In order
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1119| to participate in the scholarship program created by this

1120| section, a nonprofit scholarship-funding organization must

1121| comply with the obligations and requirements provided in s.
1122 1002.395(16).

1123 Section 5. Section 1002.397, Florida Statutes, is created
1124 to read:

1125 1002.397 Scholarship Funding Tax Credit Cap Limits.—

1126 {1) The sum of the tax credit amounts approved under ss.

1127 1002.395 and 1002.396 by the Department of Revenue may not

1128| exceed the following annual limits:

1129 : (a) Beginning in the 2014-2015 state fiscal year, the
1130 1imit is $390 million.

1131 (b) In the state fiscal year immediately following the

1132 first state fiscal year in which the sum of annual tax credit

1133] amounts under ss. 1002.395 and 1002.396 is egual to or greater

1134 than 90 percent of the limit set forth in paragraph (a), the
1135 1limit is $475 million.

1136 (c) In the state fiscal year immediately following the

1137| first state fiscal year in which the sum of annual tax credit

1138 amounts under ss. 1002.395 and 1002.396 is equal to or greater

1139} than 90 percent of the limit set forth in paragraph (b), the
1140| 1limit is $590 million.

1141 (d) In the state fiscal year immediately following the

1142 first state fiscal year in which the sum of annual tax credit

1143] amounts under ss. 1002.385 and 1002.396 is equal to or greater

1144| than 90 percent of the limit set forth in paragraph (c), the
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1145 limit is $730 million.

1146 (e) In the state fiscal year immediately fbllowing the

1147 first state fiscal year in which the sum of annual tax credit

1148| amounts under ss. 1002.395 and 1002.396 is equal to or greater

1149| than 90 percent of the limit set forth in paragraph (d), the
1150| 1limit is $873.6 million.

1151 (f) For each state fiscal year following the fiscal year

1152 in which the limit in paragraph (e) has been reached, the limit

1153] is the same as the limit in the previous state fiscal year.

1154| However, for any state fiscal year in which the sum of annual

1155|] tax credit amounts under ss. 1002.395 and 1002.396 is equal to

1156| or greater than 90 percent of the limit applicable to that state

1157 fiscal year, the limit shall increase by 25 percent for the

1158| immediately subsequent state fiscal year.

1159 (2) The Department of Revenue shall publish the annual tax

1160 credit amount limit for ss. 1002.395 and 1002.396 on its website

1161 and shall update the limit upon each increase.

1162 Section 6. Subsection (1) of section 1002.421, Florida
1163 Statutes, is amended to read:

1164 1002.421 Accountability of private schools participating
1165 in state school choice scholarship programs.-—

1166 (1) A Florida private school participating in the Florida
1167 Tax Credit Scholarship Program established pursuant to s.

1168 1002.395, the Florida Sales Tax Credit Scholarship Program

1169| established pursuant to s. 1002.396, or an educational

1170 scholarship program established pursuant to this chapter must
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1171 comply with all requirements of this section in addition to
1172| private school requirements outiined in s. 1002.42, specific
1173| requirements identified within respective scholarship program
1174 laws, and other provisions of state Frexids law that apply to
1175 private schools.

1176 Section 7. A scholarship funding organization whose

1177 application for participation in the program established by s.

1178 1002.395, Florida Statutes, was approVed before July 1, 2014,

1179| shall, by August 1, 2014, provide a copy of a surety bond or

1180| letter of credit to the Office of Independent Education and

1181| Parental Choice and thereafter adjust the amount of the surety

1182 bond or letter of credit as required by the Department of

1183 Education in accordance with s. 1002.395(9) (q), Florida

1184 Statutes.

1185 Section 8. The Department of Revenue and the Department of

1186 Education may, and all conditions are deemed met to, adopt

1187 emergency rules pursuant to ss. 120.536(1) and 120.54, Florida

1188 Statutes, to administer this act.

1189 Section 9. This act shall take effect July 1, 2014.
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