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FLORIDA BUSINESS
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ince 1920, Associated Industries of Florida (AIF)
has stood firm on the side of prosperity and free enter-
prise. With headquarters standing on the road that
connects the Capitol to the Governor’s Mansion, AIF
represents the link between responsible public policy and
a thriving economy. AIF offers the business community
a gathering place to meet with government leaders to

preserve and defend Florida’s prosperity.

Dedicated to and owned by the members of Associ-
ated Industries, the building is a tribute to the efforts of
employers — the men and women who provide jobs,
manufacture goods, and supply services to the citizens
of Florida.

When your business brings you to Tallahassee, we
invite you to set up shop at Florida’s corporate head-

quarters. [

516 NORTH ADAMS STREET ¢ P.O. BOX 784 ¢ TALLAHASSEE, FL 32302-0784
PHONE: (904) 224-7173 « FAX: (904) 224-6532 ¢ E-MAIL: aifeaif
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by Jon L. Shebel,

President & CEO

- work of citizenship.
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Democracy’s Toil

T the World Series goes to

seven games, major league

_baseball’s champions will be
crowned on Oct. 29, nine days
before Americans head to the
polls to decide who will handle
the reins of power for the next
two years.

We call baseball America’s
game not because it’s the most
popular (it’s not) but because it
bears so many similarities to de-
mocracy. If you expect to win
all the time, baseball and democ-
racy are not for you. Both re-
quire patience and depend on skill
and timing instead of brute force.

Those who love baseball take
hope in the fact that the World
Series happens every year; presi-
dential elections occur only ev-
ery four years. Others who con-
sider the sport dull take no so-
lace in that fact. When the 52
American hostages returned
from Iran and were given life-
time baseball passes, someone
asked, “Haven’t they suffered
enough?” There are those who
might repeat those words when
it comes to voting, the paper-

tion: If someone can’t take the
time to make the one trip that
once was necessary (o register,
will they take the time to make
their way to the polling place,
much less prepare themselves to
make informed decisions once
they get there?

Voting is just one of the duties
of citizenship; the responsibility
is lifelong and requires a daily en-
gagement of effort. As I write
this, some AIF members are join-
ing the staff in a project that is
part of that effort.

During July, they spent 72
hours over nine days in five cities
interviewing 135 candidates run-
ning for seats in next year’s Legis-
lature. The sessions are a valuable
opportunity for business people to
gauge the opinions and the quality
of campaign contenders.

That information is used by
AIF and the members to decide
which candidates will receive
contributions and support. It's
part of a concerted program to
help business people make in-
formed decisions about candi-
dates.

The interviews also give busi-
ness people and candidates a
chance to discuss some impor-
tant issues. The opportunity is
educational for all the participants.

In governing, there are no
challenges that entail easy solu-
tions and no politician can come
to Tallahassee with a prefabri-

cated plan to settle a problem.
The sheer mechanics of lawmak-
ing precludes that possibility.

Governing is, to a large de-
gree, making choices based on
inadequate information. Even
with all the facts, lawmakers
cannot predict the future — they
cannot know, with absolute cer-
tainty, the results of their deci-
sions. So, we have to trust them
to have the capacity to make the
best decisions based on the in-
formation at hand.

AJF’s candidate interviews
help business people learn about
each candidate’s ability to make
good decisions and about the
principles and character that
guide the individual’s decision-
making process.

AIF is making available to
members a list of candidates it
is supporting in legislative races.
The endorsements are based on
our research and the input of
business people across the state.
If you would like a copy of the
list, please contact AIF’s politi-
cal operations department at
(904) 224-7173.

Campaign promises are
easily made and, sometimes by
necessity, easily broken,
That’s why it’s important to
take the full measure of a can-
didate beyond the words glibly
uttered on the campaign trail.
I hope our information will
help you do that. M




a benefit that

What if you were able to offer your employees

a benefit that

/s them nothing?

a benefit that costs your company ' 7

your employees money?

a benefit that saves your company i

—— A Service of Pa

{or reim-
bursement account) through PayRoliPlus is
not another insurance program, but rather a

way for employees to pay for group health plans, med-

ical expenses not covered or reimbursed by insurance,
and child/dependent care costs on a

Expenses applied through our
Program are not subject to Fed-
eral, Social Security, or Medicare taxes. The result is
more take home pay for your employees while your
company realizes the savings of the matching Social
Security and Medicare taxes.

Utilizing PayRoliPlus’ Program is easy.

Members of our trained, professional staff will
provide your employees with materials explaining the
benefits of the program so that they can make an
informed choice on how the plan will best suit their
needs.

Our Program provides complete and confiden-
tial service, including:

administration of the , including plan documents;
setup;
claim payments to employees; and

tax returns.

And we do it all for a portion of your company’s tax
savings. If there are no savings, there’s no cost!

PayRolIPlus is pleased to offer you and your employees the
added benefit of Flexible Spending Arrangements —
And we’ll do all the work for you!

“Your Only Obligation Will Be To Your Business.”

Pay

901 N.W. 51sT STREET *
PHONE: (800) 866-1234 or (561) 994-9888

Plus

P.O. Box 310704 * Boca Raton, FL 33431-0704
Fax: (561)997-6444

E-MAIL: AIS@ ATR.COM * INTERNET: HTTP://AIF.COM

A DIVISION OF
.mmin'/}adf Indlwustries a/? Florvide

Forvice ‘Wm/a cratlion




by Jodi L. Chase,
Executive

Vice President &

General Counsel
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Finding Some Good in

the Bad News

here’s never much of a

victory in saying, “I told

you so,” if what you’ve
been telling is bad news. But
that’s the case in the June Su-
preme Court decision on Florida’s
Medicaid Third-Party Liability
Act.

Depending on your perspec-
tive, the story behind passage of
that law is now either legendary
or extremely tiresome. But the
facts bear repeating.

In the last hours of the 1994
Legislative Session, Gov. Lawton
Chiles secretly added an amend-
ment onto a Medicaid bill of mi-
nor importance. The amendment
was adopted without any public
hearing, debate, or opportunity
: : . The sneak attack
and the amend-

vhelming ma-
it. Gov. Chiles

sion, a majority of lawmakers
wanted to override the veto, but a
majority wasn’t enough: the busi-
ness community needed the votes
of two-thirds of the members of
both chambers. A minority of
Democratic senators, joined by
two Republicans, blocked the
override of the veto. Thus, despite
the will of a majority of members
of the Legislature, that law re-
mains in effect today.

Florida Supreme
Court Issues Warning

ATF remains in steadfast op-
position to the law. Our opposi-
tion is the subject of much fin-
ger-pointing because it is our
contention that this bad-for-busi-
ness law puts every Florida busi-
ness in extreme danger. When
AIF made that case publicly (and
in opposition to the governor) his
staff accused ATF of scaring the
business community.

In an effort to get the neces-
sary minority number of votes,
his staff convinced their friendly
senators that the law only applied
to tobacco companies. They ac-
cused AIF of protecting tobacco
at the expense of the interests of
the rest of our members. Out of
the thousands of businesses be-
longing to AIF, only two are re-
lated to the tobacco industry.
AlF’s opposition was based on
concern for every member and
every Florida employer.

On June 27, 1996, all Florid-
ians learned that AIF was telling
the true story all along.

On that date, the Florida Su
preme Court upheld the constiy
tutionality of the law and alsc
resolved the question of its ap-
plication. The court affirmed
that, “after the modification:
made in 1994, there can be nc
doubt that the Act is intended tc

create an independent cause of

action to which traditional affir
mative defenses do not apply.”

Justice Charles T. Wells in hi:
concurring opinion wrote, “The
statute, by its language, is no

limited to tobacco companies or

to products or to any potentia
tortfeasors. ... Therefore, in thg
future, the State could attemp
to pursue recoveries from any
tortfeasors, including individu
als involved in automobile ac
cidents and those involved i
any kind of accident which re
sults in the expenditure by the
state of Medicaid costs.”

This law is dangerous. I
can be used against anyone and
it must be repealed.

Defenseless

The Medicaid Third-Party

Liability Act allows the govern
ment to sue any person or com
pany that causes the state (¢
expend Medicaid funds, and the
defendant cannot support hi:
innocence.

I e e A m e m A |



For example, suppose you
were involved in a car accident
where your vehicle struck two
other vehicles and the drivers
of both were injured. One is a
Medicaid recipient and one
is not. When the driver who is
not on Medicaid sues you, you
can defend yourself. But when
the government sues you on
behalf of the Medicaid recipi-
ent, you are already guilty be-
cause you have no courtroom
defenses.

The law is grossly unfair
when applied to individuals as
in the aforementioned example,
But it is even more unfair when
applied to a company. The law
allows the government to lump
claims together and sue for
thousands of claims at once,
This way the company can find
itself sued by the state for
untold millions and it has no
weapons for self-defense.

A grocer can be sued for
selling red meat to thousands of
customers because the meat
allegedly caused heart disease.
A realtor can be sued for sell-
ing houses with lead-based
paint. The list is endless. Ac-
cording to the Florida Supreme
Court, as long as this law re-
mains in effect, every Floridian
is a4 potential target.

So far the government has
only used the bad-for-business
law once: to sue tobacco com-
panies. That could change at
any moment, however; prob-
ably as soon as some well-con-
nected trial lawyer convinces a
governor to give him a chance
to sue someone.

e ) i i o e

A Case for Civil
Justice Reform

Gov. Chiles bills his Medic-
aid crusade as a way to “make
tobacco pay.” Pay they will. With
no defenses they have no choice
but to pay. The bulk of the money
won’t be going to the taxpayers,
however. The only people they
will be paying are the trial law-
yers whose friendship with
members of the governor’s staff
was rewarded with the opportu-
nity to prosecute this case.

The trial lawyers will pocket
around $400 million to handle a
case where the defendants can’t
defend themselves. This wind-
fall profit to trial lawyers is typi-
cal. It points to one more reform
needed in the civil justice system.
Trial lawyers should not receive
a windfall fee for doing little or
no work.

Fighting for Rights

Our opposition to the law is
not a case of AIF protecting to-
bacco. Nor are we advocating a
free ride for tobacco. Rather, AIF
is opposed to a law that takes the
right to self-defense away from
any and all Florida businesses.
Thus, AIF will continue to fight
against this law.

If the law is repealed, the gov-
ernment and the tobacco compa-
nies will have to determine how
the government proceeds in the
lawsuit already filed against to-
bacco companies.

In the 1996 Session, AIF ad-
vocated an increase in the sales
tax on tobacco to pay Medicaid
costs. None of the tax money
would have gone to trial lawyers;

Florida’s taxpayers would have
received the full benefit of those
extra funds. Lawmakers rejected
our proposal to enact the tax in
exchange for repeal of the law.

In the months ahead, AIF
will decide what remedies to
this law it will pursue in the
1997 Legislative Session. Only
one thing is certain: AIF will
continue to oppose the bad-for-
business law. [l




by Frank T. White,
AlIC Executive Vice

President & COO
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Erosion of the
1993 Reforms

'_;i"'hen employers won
key reforms to the
workers’ compensa-
tion law in 1993, experienced ob-
servers asked themselves, “How
long will it take for victory to
turn into defeat?”

The answer: two years.

We are now witnessing a re-
lentless erosion of the legislative
intentions underlying the 1993
reforms. The disintegration is
stemming from liberal judicial
interpretations as well as trial
bar tactics.

There’s a serious concern that
not only will the recent rate re-
ductions disappear, but we will
also begin to face future rate in-
creases as the erosion begins to
work its way into the rate-mak-
ing process over the next sev-
eral years.

Here are some of the areas that
are causing us the most concern.

Permanent Total
Disability

Even though the Legislature
attempted and intended to tighten
the definition of permanent total
disability, it appears more peti-
tions for permanent total are be-
ing filed than were before (see
Employer Advocate, May/June
1996). The fact that judges of
compensation claims are allowed
to determine who qualifies un-
der Social Security contributes
to the problem, as does the 104-

week limitation on temporary
benefits.

Premises Rule and
Going and Coming
Rule

In the 1993 reforms, the Leg-
islature attempted to make a firm
statement that occupational cau-
sation was a necessity for
compensability of a work-related
accident. Recent cases have de-
termined that the premises rule
exception to the going and com-
ing rule was not affected by the
1994 changes. This basically ne-
gates the qualification that work
performed must be the major
contributing cause of an injury
or death. We can expect to see
further erosion of the link be-
tween work and workers’ com-
pensation.

Trial Attorney Tactics

The Legislature intended to
curtail litigation by having con-
flicts resolved through the om-
budsmen program of the Em-
ployee Assistance Office (EAQ)
or through mediation. Lawmak-
ers and employers believed this
program would result in fewer
petitions being filed. less attor-
ney involvement, and effective
mediation. This has not been the
case.

Instead, many claimant attor-
neys are flooding the EAO with
requests for assistance and peti-

tions for benefits. Not only are
the EAO personnel unable to
timely and effectively respond,
but the carriers’ adjusters are
unable to keep up with the mas-
sive paper influx.

Thus, once again multitudes
of claims end up in litigation and
before the judges where claim-
ant attorneys demand and usu-
ally receive a larger fee.

Petition Filings

The reform act did not allow
for petitions to be filed until af-
ter 30 days from the date a re-
quest for assistance was filed. A
carrier then had 14 days to re-
spond to the petition with either
a denial or by providing the re-
quested benefits.

A case recently decided by
the First District Court of Ap-
peals states that if a carrier does
not formally file a denial on each
specific petition filed on a totally
controverted case within 1[4
days, it is assumed the carrier has
accepted the entire claim as
compensable. Furthermore, the
carrier waives its defenses and
rights.

It can be assumed that this
decision will affect all petitions,
whether or not the claim has been
denied in its entirety, and there
will be even more petitions filed
on an ongoing basis. Carriers will
be inundated with more paper-
work in the hopes they will miss
a petition through oversight or be
unable to respond in a timely
manner.

In addition, there is a recent
First DCA opinion holding that
an employee does not always
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need to go first to the EAO be-
fore filing a petition for benefits.
Attorneys can now amend their
pre-trial stipulations or have is-
sues heard at hearings that have
not gone through the EAQ.

The intent of the Legislature
has been seriously altered and
now, instead of the 21 days to
respond to claims under the old
law, carriers could conceivably
have no time or, at best, 14 days.

Drug-Free Workplace

Case law has modified the
drug-free workplace portion of
the statute by determining that
even if an employee tested posi-
tive for drugs at the time of an
accident, he cannot necessarily
be denied benefits. It can be as-
sumed the drug-free workplace
rules and law will erode even
further to the point that there is
no incentive for a carrier to of-
fer a S-percent drug-free work-
place premium credit, because
there will be no savings on the
employer’s losses.

Mediafion

The Legislature believed and
intended that most disputes
could be resolved at mediation,
so funding was provided for
state mediators. Today, the
state mediation process is of-
ten ineffective due to an inad-
equate number of mediators.
This results in lengthy sched-
uling delays.

Furthermore, many state
mediators are poorly qualified
and not committed to their ob-
ligations. As a result, many car-
riers are hiring private media-
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tors in order to expedite the pro-
cess and to resolve issues or
settle claims. This is an increased
cost to the carriers that will ulti-
mately be passed on to the poli-
cyholders and their customers.

Medical Treatment

The Legislature attempted to
contain medical costs through
the passage of statutory language
concerning managed care and
medical treatment. Claimant at-
torneys are in the process of
shooting down carriers” managed
care programs. As the Jan. 1,
1997, managed care mandate ap-
proaches, we can expect to see
increased litigation.

In those cases where man-
aged care does not yet apply, at-
torneys are still insisting on lists
of three physicians in every spe-
cialty, and the judges are order-
ing carriers to provide them with
those choices. Like the Super
Doc program, the expert medi-
cal advisors’ program is basically
non-existent. Medical costs con-
tinue to rise.

Attorney Fees

The attempt to limit and cur-
tail attorney fees by changing the
schedule has been totally futile.
For the most part, claimant at-
torneys are not paid according
to the fee schedule but instead
are granted a fee according to the
time expended on a claim. This
method of awarding a fee per-
petuates the filing of unnecessary
requests for assistance and peti-
tions for benefits, the kind of
make-work tactics that trial law-
yers use to justify higher fees.

Conclusion

These are the eight major ar-
eas where we have seen the ero-
sion of the 1993 reforms, Un-
doubtedly, there are others that
have not yet become apparent or
that the attorneys have not yet
begun to exploit, such as the area
of supplemental benefits.

And so the cycle of reform,
decay, and crisis begins again in
workers’ compensation. AIF has
already started developing legis-
lative proposals for the 1997 Ses-
sion that we hope will break the
cycle. Florida employers can’t
afford a return to the bad old days
of workers’ compensation. [




by Jeb Bush,

Chairman, The
Foundation for

Florida’s Future

Foundation for
Florida's Future

“25/25 Visiom @
Tax Relief for
Florida Business

he state of Florida has a

little secret. What would

you say if you discovered
that Florida has stashed away
millions of taxpayer dollars—
Florida business dollars—in an
over-built-up fund, fed by years
of overcharging Florida taxpay-
ers? Would you advocate return-
ing that money to its rightful
owners, the taxpayers of Florida,
or would you support its use to
expand government?

Your answers o these ques-
tions will help decide Florida’s eco-
nomic direction. We will either
continue on a path of a status quo
policy that takes too much money
from Florida’s businesses and
workers, or we will shift to a pro-
growth, pro-jobs policy. You and
I will decide.

The excess funds are found
in the Florida Unemployment
Compensation Trust Fund. This
fund is designed to provide tem-
porary relief for Florida’s unem-
ployed.

Every business in Florida,
whether large or small, pays un-
employment insurance taxes to
the state and federal governments
for each of its employees. Un-
employment benefits are paid by
the state from these tax dollars.
While a reserve in the fund is
prudent to protect Florida work-

ers and businesses from the ef-
fects of severe economic down-
turns, there comes a point past
which prudence turns o excess.
In Florida, that time is now.

In most years, the amount of
tax dollars going into the fund,
along with interest earned on the
moneys, exceeds the benefits
paid out, thereby increasing the
dollar amount in the reserve. Last
year, for example, Florida col-
lected $755 million in unemploy-
ment insurance taxes and earned
$118 million in interest.

At the same time, the state only
spent $691 million on unemploy-
ment benefits. Florida businesses
paid into the system $182 million
more than was needed. That’s a
lot of potential jobs and a lot of
business capital.

As of May 31, 1996, the bal-
ance in Florida’s unemployment
compensation trust fund had
reached $1.997 billion. Without
any additional tax payments from
businesses, the state of Florida
could continue to make pay-
ments to the unemployed for al-
most three years at the current
payout levels. In contrast, the
national average among the states
is 1.6 years’ warth of reserve.

And, despite the huge sur-
plus, Florida’s fund continues to
grow. Such growth is accom-

plished on the backs of Florida
business. There is an old saying
that is appropriate here: “Kings
ought to shear, not skin their
sheep.”

Why should we continue to
build a reserve that is already re-
plete with funds? The answer is
that we should not. Instead, we
should follow the lead of several
states that have seen the light and
have begun to give their busi-|
nesses a break. '

In North Carolina, for ex-
ample, in a special legislative ses-
sion that lasted a mere two and a
half hours, state lawmakers
placed a moratorium on collec-
tion of the unemployment com-
pensation tax for 1996. The tax
break: $140 million.

In Georgia, the Southeastern
Legal Foundation, a conservative
legal advocacy group under the
leadership of Matt Glavin, fought
for and won a $65 million tax cut.
Next year, they are going back
for more.

And last year, Kansas insti-
tuted a two-year moratorium on| |
their unemployment compensa-
tion tax. It was so successful at|
lowering unemployment and
building businesses that Kansas
extended the moratorium for an-
other year—this time, with the |
blessing of business and labor
groups.

For these states, the tax cuts
and moratoriums are putting mil-
lons of dollars back into busi-
nesses. Such an infusion of capi-
tal has resulted in measurable job
growth and increased business
investment. Unemployment is
down and the local economies are

u-—_—— |




looking up. So what can be done
here in Florida?

In the coming months, T will
be advocating a 25-percent cut in
Florida’s unemployment tax, that
will pump more than $150 mil-
lion back into our businesses.
While lifting the tax burden on
Florida’s businesses, a $150 mil-
lion tax cut will still allow Florida
to increase the maximum weekly
benefits to the unemployed by $25.

Under this plan, Florida’s
workers lose none of their secu-
rity, but gain the promise of re-
vitalized business and job
growth. In short, the proposed
tax cut and increase in benefits
is an economic development plan
that actually benefits Florida’s
homegrown businesses and
workers. It also sends a message
to businesses Iooking to move to
Florida: When you come to the
Sunshine State, you will not be
forgotten and vou will not be
taxed into bankruptcy.

This tax cut should not be a
partisan matter. Most agree that
the fund is already large. For ex-
ample, earlier this year, the Jobs
and Education Partnership of
Enterprise Florida (JEP), sug-
gested that it would explore the
use of the unemployment com-
pensation trust fund for job train-
ing and placement programs.
While Enterprise Florida has
abandoned plans to pursue this
option, it serves as further rec-
ognition that the trust fund is al-
ready at a sufficient level.

If the fund is large enough to
finance the funding of additional
government programs, then it
should be large enough to ac-

commodate a tax break for busi-
nesses and workers.

Fortunately, our proposal has
broad bipartisan support. It is
being co-sponsored by Reps.
Dave Bitner (R-Port Charlotte),
Bob Starks (R-Casselberry), and
Fred Lippman (D-Hollywood),
and Sens. Charles Williams (D-
Live Oak) and John McKay (R-
Bradentonj.

Yet, even with this bipartisan
support, there are still those in
Tallahassee who would like to
commandeer these tax dollars for
continued growth of the fund.
For one, Florida’s own Depart-
ment of Labor has floated the
idea of increasing the unemploy-
ment compensation tax even as
the fund fast approaches an his-
toric all-time high.

A 25-percent cut in the un-
employment compensation tax
will provide a deserved respite
from the assault of increased
regulations, mandates, and taxa-
tion by all levels of government.

Unemployment Compensation Tax Cut
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Giving a break to businesses
and workers—the source of eco-
nomic growth and prosperity in
Florida—is the right thing to do.
And, we can do so while still
protecting our unemployed
workers.

Other states are seeing the
results of such cuts—more jobs
and fewer people out of work.
Everyone is a winner. In today’s
parlance, a cut in Florida’s un-
employment insurance tax is a
“no brainer.” [l

Jeb Bush announces
his “25/25 Vision”
proposal with

Sen. Charles Williams
during a recent

press conference.
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over (%ory

“Modern industrial civilization, as presently organized, is colliding violently with our planet’s ecological
system. The ferocity of its assault on the Earth is breathtaking, and the horrific consequences are occurring
so quickly as to defy our capacity to recognize them. ... We must make rescue of the environment, the
central organizing principal for civilization.”

Vice President Al Gore, Earth in the Balance (1992)|

Environmental Regulation:
Making Sense of an
Unnatural Proposition

by Jacquelyn Horkan, Employer Advocate Editor

hat happens when the

war is won but some

of the soldiers refuse
to stop fighting?

That’s the situation we face
in Florida and America today,
where environmental warriors
have reorganized economic life
so that ecological protection is
the daily concern of business
owners and operators.

The benefits gained from this
transformation have been enor-
mous—and so too have been the
costs, The Environmental Pro-
tection Agency (EPA) estimates
that environmental regulations
cost $170 billion a year; compli-
ance costs could rise to $200
billion by the end of the 1990s.

‘While the benefits may have
exceeded the costs in the early
days, the current command-and-
control model of environmental
regulation has reached the point
of diminishing returns. Since
1970, $1.4 trillion has been spent
cleaning up about 90 percent of
industrial air and water pollution;

eliminating the next 5 percent
could cost 51.6 trillion.

To give a new context to the
memorable words of Thomas
Jefferson, environmental laws
have “sent out swarms of Offic-
ers to harass our people, and eat
out their substance.”

Business people are now will-
ing partners in environmental
protection but most are crying,
“enough is enough.” Illogical
regulations dictate standards as
well as the technology that must
be used to meet the standards,
whether the technology is work-
able or not. Lethargic bureau-
crats detain permit applications
on whimsy. Billions are spent to
reduce risks that do not exist.

And through it all, environ-
mental activists claim that any
change will “undermine virtually
every health protection that the
American people depend on.”

Stepping into the fray is Vir-
ginia Wetherell, secretary of the
Department of Environmental
Protection (DEP). She promises

to inject common sense, balance,
and cooperation into Florida’s
scheme of environmental protec-
tion. For that, the media routinely
criticizes her policies, her man-
agement decisions, her connec-
tions, her supposed partialities,
and—in the case of the Florida
Trend— even her hair.
What’s a reformer to do?

In the Way of Progress

Wetherell is a former legisla-
tor, businesswoman, and execu-
tive director of the Department
of Natural Resources, the agency
that was combined with the De-
partment of Environmental Regu-
lation to create DEP.

She speaks with a soft,

Southern accent that belies a |

firm, no-nonsense approach to
running her agency. Wetherell
has earned the personal trust of
many in the business commu-
nity. Robert Coker, U.S. Sugar
Corp.’s vice president for com-
munity and governmental affairs,
says, “The only person who has
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really tried in the last 20 years to
bring reason to the whole process
is Virginia Wetherell.”

That trust is Wetherell’s per-
sonal capital. She’s using it to
build an environmental protec-
tion framework based in the
free market, and powered by
incentives, cooperation, and
voluntary initiatives on the part
of business.

The star attraction is some-
thing called ecosystem man-
agement. DEP defines ecosys-
tem management as, “‘an inte-
grated flexible approach to
management of Florida’s bio-
logical and physical environ-
ments—conducted through the
use of tools such as planning,
land acquisition, environmental
education, regulation, and pol-
lution prevention—designed to
maintain, protect and improve
the state’s natural, managed and
human communities.”

If, after reading that, you
still have no idea what ecosys-
tem management really means,
you're not alone. The concept
of ecosystem management as a
method for managing specific
areas is not new. Florida’s in-
novation comes in the way it
plans to use ecosystem man-
agement as the framework for
regulating the natural resources
of the entire state.

Florida’s ecosystem man-
agement strategy was the result
of an extended and intense se-
ries of meetings between rep-
resentatives of business, envi-
ronmental organizations, and
DEP. The process took about
two years.

DEP is still in the process
of taking ecosystem manage-
ment out for test rides, but
they’'re pleased with the results
so far.

The Big Picture

Ernie Barnett, DEP’s director
of ecosystem planning and co-
ordination, describes his charge
as voluntary, alternative decision-
making opportunities, “doing
something good for the environ-
ment but also making good busi-
ness decisions.”

His office is using ecosystem
management to guide restoration
and conservation efforts in the
Everglades, the Hillsborough
River Basin, and Apalachicola
Bay. In a few test cases, the con-
cept has been applied to compa-
nies seeking environmental per-

mits. In these instances, the com-
pany volunteers to embark on an
alternative to the standard per-
mitting process.

Barnett and his staff bring
together into a team all of the
regulators that would undertake
individual permitting reviews on
a project. Together with the com-
pany and other interested parties,
the team negotiates a streamlined
process for approving the per-
mits, thereby saving the company
time and money.

Says Barnett, “If we're go-
ing to do something different and
bend our rules and be more flex-
ible, we're going to try to get
something better for the ecosys-
teim,

Barnett cites the ongoing CF
Industries project as a prime
example of this approach.




Wetherell knows that
the success of DEP’s
mission depends
upon a change of
attitude in

Washington.

CF Industries mines phos-
phate near Plant City. A
byproduct of phosphate pro-
cessing i1s a substance called
gypsum. Gypsum is radioactive
and, therefore, has to be stored
in stacks rather than disposed of
or used in another way. The CF
Industries gypsum stacks are
nearing capacity. Faced with the
prospect of either shutting down
or going through the arduous,
costly—and uncertain—permit-
ting process, CF Industries ap-
proached DEP and suggested an
alternative.

The company needed space
to build the gypsum stack. It
owned land down the road from
its existing site, but the property
was in the middle of a critical
greenway. The county owned
land adjacent to the plant but was
unwilling to sell it since the land
was part of a wildlife corridor.

DEP brought together all of
the local, regional, state, and fed-
eral agencies that would be part
of the permitting process and
presented CF Industries’s pro-
posal, The company would swap
tracts with the county, with the
county getting the larger tract.
Since CF Industries only needed
a third of the county’s land, they
would maintain the rest of it as a
natural preserve, thereby pre-
serving the wildlife corridor.

In return, CF Industries
would save money on the per-
mitting process while gaining a
greater measure of certainty.

The same cooperative spirit
reigned in another partnership,
this one between DEP, EPA and
Jack Berry Corporation, a citrus

processor. That company cur-
rently operates under 25 differ-
ent permits from 12 agencies.
Not surprisingly, with such a
complex permitting scheme, the
company was periodically in
non-compliance.

DEP, EPA, and Jack Berry
Corporation agreed to take the
different permits and consolidate
them into the form of an easily
understood operating manual.
Instead of applying for 25 per-
mit renewals every five years, the
company will only have one per-
mit to renew. By cutting down
on the regulatory hoops, the
company will save millions in
compliance and permitting costs.
Company management has
agreed to take half of any real
dollar savings and roll it back into
the plant to improve its environ-
mental impact.

Both cases are opportunity
for hope among the optimists.
“|Ecosystem management] is not
the ultimate, but it’s a positive
step in the right direction,” says
John Wiley, environmental health
and safety team leader at
Monsanto’s Pensacola plant.

The Wages of Virtve

Wiley is one who is well-
versed in the rigors of seeking
an environmental permit. He
says he’s been told by the state
that his plant holds the largest
number of air permitting sources
of any company in the state.
Wiley has no objection to being
regulated, but he does object to
the inefficient manner in which
his company is regulated.

While Monsanto works to im-

prove on environmental stan-
dards—surpassing regulatory re-
quirements—the company often
has to wait six months just to
get official approval to imple-
ment processes that reduce pol-
lution. That is why Wiley is ex-
cited about ecosystem manage-
ment.

“It gives us, as indusiry, some
latitude to do what we know
how to do best,” he says. “At
the same time, it gives the agency
the opportunity to regulate us.”

Wiley has been watching the
development of common sense
environmental initiatives at both
the state and the federal level, and
he’s far more impressed with
what’s going on in Tallahassee
than with events in the nation’s
capital.

He calls EPA’s efforts frag-
mented, recalling a recent EPA
conference he attended where
officials handed out a list of dif-
ferent common-sense initiatives
going on throughout the agency.
Wiley glanced at the list and no-
ticed some that were missing.
Not even EPA knows what be-
longs on its own list.

So far, it seems to be a case
of sounds great, less filling.

Whether EPA is truly ready
to shed its antagonism toward
business is also unclear. EPA
Secretary Carol Browner’s
rhetoric strikes some as schizo-
phrenic. Depending on her audi-
ence, she either embraces part-
nerships with industry or repu-
diates them,

Wetherell knows that the suc-
cess of DEP’s mission depends
upon a change of attitude in
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Washington. Many of the laws
and regulations she administers
were born there and, until EPA
and other federal agencies un-
dergo a conversion, her options
are limited.

For environmentalists and
regulators raised in the com-
mand-and-control framework,
cooperating with business is tan-
tamount to sleeping with the en-
emy. For now, Wetherell is just
trying to get the reluctant parties
to attend happy hour together.

As Ernie Barnett observes,
“There’s a fallacy of those who
think you have to harm the envi-
ronment to make money or you
have to harm business to protect
the environment.”

Wetherell and Barnett reject
the zero-sum game of environ-
mental protection. When envi-

ronmental activists and regula-
tors complain that cooperating
with industry means lowering
standards, Wetherell responds, “I
just say, give me an example.
Show me one place where we
have decreased the environmen-
tal standards. They can’t give me
an example because it’s not
there. They just have this anxi-
ety. EPA has that same kind of
anxiety.”

The anxiety stems from an
anti-technology, anti-business
attitude that has fueled the envi-
ronmental movement from its
birth. The earliest protectionists
were intellectuals and poets of
the 19th century who revered na-
ture as the refuge of those who
found the human world of the
industrial age unfriendly to their
heightened sensibilities.

The antagonistic attitude to-
ward technology and industry led
to the adversarial nature of envi-
ronmental protection. And it has
bred an atmosphere of such ex-
treme distrust that healing the rift
is a monumental task.

A Disreputable Legacy

According to estimates, one
out of every 10 Americans took
part in the first Earth Day 26
years ago. A few months after
the big event, President Richard
Nixon rewarded the efforts of
participants by creating the En-
vironmental Protection Agency.
Within two years, the new bu-
reaucracy firmly established its
mode of operation for the com-
ing decades.

In that year, 1972, EPA ad-
ministrator William Ruckelshaus
banned all use of DDT. His deci-
sion came in the midst of public
controversy over use of the pes-
ticide and after a 1971 public hear-
ing during which 150 scientists
gave testimony and 300 techni-
cal documents were submitted
documenting the environmental
and public health impacts of DDT.

The hearing examiner deter-
mined that a total ban on DDT was
not desirable based on the scien-
tific evidence, observing, “There is
a present need for the continued
use of DDT for the essential uses
defined in this case.” In other
words, the scientific evidence sup-
ported regulation and controlled
use of the pesticide, but indicated
no need for a total ban.

Ruckelshaus, however, obeyed
public opinion, at the expense of
science. Thanks to his decision,

The antagonistic
attitude toward
technology and
indusiry led to the
adversarial nature of
environmental
protection.
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we lost the benefits of this im-
portant chemical and
pseudoscience became a credible
tool in the hands of environmen-
talists. Thus was inaugurated
what one observer calls “the
technique of making unsubstan-
tiated allegations stick.”

Fast forward a few years to
Feb. 26, 1989, when the most
glaring example of this tactic oc-
curred. On the evening of that
day, Ed Bradley of 60 Minutes
informed his viewing audience
that, “the most potent cancer-
causing agent in our food sup-
ply is a substance sprayed on
apples to keep them on the trees
longer and make them look
better.”

That substance was Alar and
the broadcast kicked off “The
Great Apple Scare of 1989.” Bra-
dley based his story on informa-
tion from a group called the Na-
tional Resources Defense Coun-
cil (NRDC), which had hired
David Fenton, the boss of a pub-
lic relations firm based in New
York and Washington, D.C. The
back of Fenton’s newsletter
identifies the firm’s motto: “If
you don’t like the news, go out
and make your own.”

NRDC and Fenton certainly
did make news with their PR,
campaign. What they declined to
inject into their publicity were
the facts. An EPA study indicated
that Alar might cause cancer in

as many as 50 out of a million
people. How did they know this?
They fed mice a dose of Alar
35.000 times higher than a
schoolchild’s estimated daily in-
take. In other words, a school-
child would have had to eat
50,000 pounds of apples a day
over a lifetime before facing the
risk of contracting cancer from
Alar.

Bradley did not pass this in-
formation on to his estimated 50-
million viewers. Neither did the
other reporters who pounced on
the story. The U.S. Department
of Agriculture later estimated that
apple growers in Washington
State alone lost at least $125 mil-
lion in the six months after the
story broke. It was an economic
disaster created by junk science.
But it wasn’t a complete eco-
nomic disaster.

David Fenton wrote a memo
dated May 22, 1989, in which
he boasted, “a modest invest-
ment by NRDC re-paid itself
manyfold in tremendous media
exposure (and substantial, imme-
diate revenue).”

Environmental catastrophes
lead to media exposure which
leads to revenue for environmen-
tal organizations. Some main-
stream environmental organiza-
tions disdain those tactics, but
competition for members leaves
others eager to adopt any means
to boost enrollment. The media
are willing accomplices when it
comes to giving free publicity to
alarmists.

Newsweek columnist Gregg
Easterbrook has formulated a law
of doomsdaying: Schedule your




predicted catastrophe for five to
10 years from now. That way,
it’s soon enough to terrify but
when nothing happens no one
will remember you were wrong.

Doomsday scheduling and the
technique of making unsubstan-
tiated allegations stick are pow-
erful weapons. The current fa-
vorite catastrophe is global
warming. Twenty years ago. it
was global cooling.

This boy isn’t finished crying
wolf because fomenting insecurity
makes people unwilling to tinker
with environmental regulations
they don’t understand but that ap-
parently are saving them from un-
imaginable disasters.

Environmental
Fundamentalism

Assuaging those fears has
given birth to a constitutional
monstrosity, namely the aban-
donment of private property
rights. Regulators can essentially
confiscate a citizen’s land, elimi-
nating all practical use of the
property without paying a cent
for the privilege.

The confiscation is primarily
done in the name of wetland and
species protection and it has led
to some of the most perverse
results you’ll find in the annals
of environmental law. A north
Florida man was fined and sen-
tenced to jail for spreading sand
on a lot less than half an acre in
size. Why? He had filled a “wet-
land” without permission from
the U.S. Army Corps of Engi-
neers.

A western rancher received
the same treatment for shooting

a bear that was attacking his
flock of sheep. The bear was a
threatened species. Apparently
the sheep weren’t.

Countless stories are told of
landowners protecting them-
selves by destroying the habitats
of protected species.

What's wrong with this pic-
ture? Nothing, claim some envi-
ronmental activists and politi-
cians. Last year, Vice President
Al Gore called congressional ef-
forts to reform these misshapen
laws “a jihad on the environ-
ment.” Bruce Babbitt, secretary
of the U.S. Department of Inte-
rior, urges environmentalists to
behave as “barbarians at the
gate.”

Despite their confidence in
Virginia Wetherell, is it any won-
der that some business people
remain skeptical about the poten-
tial for reform of environmental
regulation when there are so
many who stubbornly refuse to
admit any necessity for change?

The brewing controversy in
ecosystem management is a
prime example of the legacy of
25 years of environmental
inflexibility.

High and Dry

Currently, a number of agen-
cies on every level regulate wet-
lands, those low-lying damp ar-
eas that we used to call swamps.
Wetlands are deemed important
because they help control flood-
ing, filter pollutants from water,
and provide habitats and breed-
ing grounds for a diversity of
animals and plants.

Wetlands protection is one of

Assuaging
hose fears hus
given birth fo

those areas of environmental law
and regulation that yields costly
and nonsensical results. Devel-
opers pay dearly to restore and
protect tiny, postage-stamp-sized
wetlands with little or no ecologi-
cal value. According to a study
by DEP, 83 percent of these res-
toration efforts have failed.

Since 1993, developers have
been able to buy wetland credits
from groups called mitigation
bankers. The bankers purchase
large tracts of damaged wetlands,
restore them, and sell the credits
to developers who are then able
to proceed with a project else-
where. Having experts restore
and protect larger tracts makes
more sense economically and
ecologically.

Nevertheless. finding that
your property contains wetlands
is the worst fear of any owner
of a small tract. That swamp
could mean the loss of your in-
vestment or your right to build
your dream home. If you own
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Wetherell wants

to prove that a
cooperative,
incentive-based
permitting scheme
does offer the best
of two worlds:
environmental
protection and

economic progress.

upland property, land that is
higher and drier, you’re in luck—
for now.

The major gripe most envi-
ronmentalists have with ecosys-
tem management is that it
doesn’t give DEP the power to
regulate uplands. Furthermore,
they are not pleased with
Wetherell because she refuses to
pursue that authority.

According to environmental-
ists, minus the flexibility to regu-
late both uplands and wetlands,
ecosystem management is
doomed to failure.

Here’s the scenario they pro-
pose. Let’s say you own 100
acres of land that includes 26
acres of wetlands and 20 acres
of uplands. The wetlands are of
marginal ecological value and
therefore suitable for develop-
ment. The uplands, on the other
hand, are prime habitat for some
important species.

As the law stands, regulators
would have to protect the wet-
lands, but could do nothing to
preserve the uplands, which
might be 10 to 50 times more

important environmentally. For
ecosystem management to fulfill
its promise, regulators should have
the flexibility to let the owner de-
velop the 26 acres of wetlands
while protecting the uplands.

“There has to be flexibility
and a degree of trust, a willing-
ness to move in this direction on
both the business side and the en-
vironmental side,” says Charles
Lee, senior vice president of
Florida Audubon.

That degree of trust simply
does not exist, however. Based
on past experiences, business
representatives believe that even-
tually regulators would insist on
preservation of both the 26 acres
of wetlands and the 20 acres of
uplands.

Regulatory creep has always
been the way of environmental
protection. Among business
people, there’s a real concern
that ecosystem management
could easily turn into an exac-
tion process. In return for flex-
ible and expedited permitting,
regulators will want more and
more from companies.

The Beginning of
Change

For business people, the
new attitude at DEP represents
a fresh start, although they
wonder whether the new air
will eventually stale. They also
wonder why the efficient and
amicable permitting process in
ecosystem management should
be considered a benefit as op-
posed to a norm.

Wetherell hopes it can be-
come the norm. She wants to

institutionalize the transforma-
tion of her agency so that it
doesn’t depend on her presence
there. She wants to prove to
other federal and state agencies
that a cooperative, incentive-
based permitting scheme does
offer the best of two worlds:
environmental protection and
€CONOMmMIc Progress.

Barnett and his staff are pro-
viding consultation to four other
states and one foreign country
(Bolivia) that want to implement
ecosystem management initia-
tives within their governments.
He tells these other officials not
to adopt Florida’s program as
their model, but to use Florida’s
method of cooperation among
interested parties as their model.

While Wetherell and Barnett
counsel patience, others are not
willing to wait. “I want to be
positive, but I think that if the
attitude we apply to ecosystem
management is wait and see, then
I think it’s going to crash and
burn,” says Lee.

In the last analysis, ecosys-
tem management represents a
fundamental shift from the old
philosophy that business people
must be punished because they
gain economic benefits at the
expense of the environment. It
all seems to come to down to
what is ultimately a false choice:
either environmental pollution or
economic pollution.

And so Virginia Wetherell con-
tinues her effort to prove to
skeptical business people, envi-
ronmentalists, and regulators
across the nation that there is
another alternative. [l
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By standing up for your right to suc-
ceed, free from government intrusion
and interference, Associated Industries
helps companies like yours grow.

For most of this century, AIF has
represented the interests of Florida’s
private sector before all three branches
of government.

Our mission is to protect and pro-
mote the business community so that
Floridians may enjoy the jobs it creates,
and the goods and services it provides.
Florida's employers are the very base

of our economy. AIF

works to keep that

foundation strong.

Jon L. Shebel
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MEeMBERSHIP BENEFITS
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business interests.
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policy-makers.

Nation’s best on-line legislative
tracking service.

Complete insurance services,
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services.

Research assistance to help untangle
complicated legislation that affects
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Ability to network with other
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Opportunity to participate in the
“Politics of Business” — AIFPAC
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If business leaders fail to speak up in our
legislative halls, Florida business will be
but one short step away from economic
chaos. There must be a strong, effective
voice for Florida business in Tallahassee.
Associated Industries of Florida provides
that voice.
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AlF does a great job of representing the
business perspective before the
Legislature. We also rely heavily on
AlF's legislative tracking sysiem fo
help us keep up with the 2,000 or so
bills that are filed each year.

DoucLas L. McCrarY, PReSIDENT (RETIRED)
Guir Power Co.

The AIF staff is extremely competent and
highly respected as one of the best
lobbying groups in Tallahassee, and, as
a result, very effective in representing
business interests. I wholeheartedly
endorse and support AIF's past efforts
and successes.

Lance RINGHAVER, PRESIDENT

RingHAVER EQUIPMENT COMPANY
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An Interview with
Virginia Wetherell,
Florida’s DEP Secretary

Employer Advocate: The
environmentalists seem to object
to any change. One of their argu-
ments is that we’ve had this regu-
latory scheme for 30 years and it’s
worked so well, why change it?

How do you respond to that?

Virginia Wetherell: Well, 1
would respond, “look around at
the state of Florida and ask your-
self, has it responded that well ?”
I think the answer is yes, in some
respects it has. Our water qual-
ity has improved. We don’t have
any counties right now that are
not in compliance with the fed-
eral air emissions standards. So
we’ve seen some great improve-
ments. And perhaps that com-
mand and control philosophy
was appropriate, 30 years ago,
when we had major pollution in
this country. But we have made
some great strides in environ-
mental protection. The method-
ology needs to change. And as
businesses become good corpo-
rate citizens, which I think 90
percent of the businesses are,
they want to do the right thing,
and as that has happened, com-
mand and control becomes in-
appropriate. We need to partner

with them instead, and see what
we can do together to do even
further improvements on a vol-
untary basis.

The method I'm moving in is
contrary to what a few of the
more extreme environmental
groups want. Now, there are
some environmental groups who
support what we're doing. The
Nature Conservancy, Florida
Audubon have said that they to-
tally agree with ecosystem
management. So, what we’re
brought up against are those very
vocal, more extreme environ-
mental sroups who, because they
had some success with the old
way and because they want more
regulation of private property, are
not going to be happy with the
department’s new philosophy
which is, let’s work together to
find solutions that will bring us
even greater environmental pro-
tection, but do it in a way that is
a participatory process with the
citizens of the state.
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F:A: How do you counter the
criticisms of that small, but very

vocal, segment on the fringe?

VW: We keep trying to bring
these fringe groups into our dis-
cussion so they can hear it and

they can get better informed and
understand and perhaps support,
but part of me says that they
don’t want to hear it. And part
of it is membership drives, too.
They have an organization based
on the fact that they’ve got to
find problems. So, if they work
to support us, then they kind of
lose a lot of the purpose of their
membership. That’s a pretty
harsh statement to make on my
part, but I think there’s some of
that membership drive out there.
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EA: There’s been a lot of
coverage in the newspapers
lately about the decline in the

number of criminal and civil

prosecutions that DEP is pursu-
ing. Explain the decline and what
that means in terms of environ-

mental protection,

VW: One of the results of
having increased compliance,
people understanding the rules
and staying in compliance, is
going to be fewer enforcement
actions. And, if we’re doing our
job, we will have fewer and
fewer enforcement actions. We
have been measured in the past
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by environmental groups and by
the media by the number of en-
forcement actions we take. And
I have to ask anyone who ap-
proaches me with this philoso-
phy, “Does that mean we’re do-
ing a good job at protecting the
environment by catching people
who are polluting?” Or can we
start to look at what should this
agency be doing to help people
get in compliance so that we
don’t have these pollution prob-
lems and therefore we don’t have
to have these enforcement ac-
tions. I think we’re doing the
right thing and I hope to see
fewer enforcement actions.
Now, if we aren’t taking en-
forcement when we have a bad
actor, then we’re not doing our
job. And I think if you look at
the record since I’ve been here,
we’ve taken an enforcement ac-
tion which was the largest en-
forcement action in the history
of this agency. So when we have
a bad actor, we jump in there. [
think we’re really moving in the
right direction.
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EA: There are a lot of people

in the business community who
are still a little skeptical about all of
this, whether there is any real
change taking place. They won-
der how long is it going to take
before regulators slide back into
the old pattern of business is the
bad guys. And some of them also
feel that the more cooperative, re-
sponsive permitting process, the
team permitting that you're trying
to do in ecosystem management,
isn’t an incentive. It should be the

norm. What do you say to that?

VW: To the first part, which
is the skepticism, I think that’s
very mnatural, given the
adversarial relationship that’s
developed over the last 20
years. All I can ask is that they

don’f
these
poliution

roblems?”

continue to work with us. And
I think over time, the skepti-
cism will go away if they look
at the CF Industries success
story or the Jack Berry success
story. Follow those, follow the
others that are developing and
talk to those people. Then mea-
sure us based on that.

Now, in regard to whether or
not this should be the norm—we
don’t have the luxury for it to be
the norm in that the current
regulatory system, at the federal
level, is still the same. The EPA
has delegated its air, water, and
waste programs to the state of
Florida. We have just about all
of the federal programs delegated
to us. But they’'re delegated to
us in a very specific prescribed
way. And we have to follow their
way.

We’ve got to prove that this
works, really, and be a model to
the rest of the country before
you're going to see a lot of
change on the federal level.
So, we’'ve just got to do a great

job.
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I u c I n g , WHILE AS ASSOCIATED INDUSTRIES OF FLORIDA
Property & Casuvarty Trust (AIFPCT).

Now; we’re proud to announce that AIFPCT

has become Associated Industries Insurance Com-

a S pany, Inc. (AIIC), a tully capitalized, non-assess-

able insurance company.

m rs ’
assessability, while continuing members’ inter-

®
est in AIIC through participation in AIF (at
' e nsa lon no cost), the conversion of AIFPCT to AIIC

is the best solution to the challenges that were

In converting to AIIC, we’ve achieved a
very important situation: any assessment po-
tential for all past, present, and future policy-
holders of AIFPCT has been removed.

As a stock insurance company, no single
individual has an interest in AIIC and all stock
is held in trust for the members of Associated
Industries of Florida (AIF).

Thus, by extinguishing all policyholders’

facing the Trust. Those challenges included
eliminating assessability and the continued ex-
nce posure of the potential of unfunded liabilities

arising out of participation in the Florida Self-

Insurance Fund Guaranty Association.
We’ve also formed a strategic partnership with the

' any world’s seventh largest reinsurer, an alliance that en- |

compasses both a reinsurance of historical losses and |
|

an ongoing commitment through a prospective part- ‘
nership on future business. |
|

In our continuing effort to provide the best |
possible solutions to the needs of |

sion from AIFPCT to AIIC wil

Florida’s employers, the conver; |
i
|

guarantee the highest standards |

of quality and protection for |
all of our current and future||

msureds.

For more information,
call your independent
agent or contact us directly.
Phones: (800) 866-1234 or
(561) 994-9888 @ Fax: (561) 997-6444

N30SI O N T S N ROV L T TE N RO MRl B 3343 1-0704 - E-Mail: aiis@aif.com * Internet: http://aif.com




Products with Integrity

We provide clients with Department of Insurance approved contractual
retrospective rating programs. Return premiums for qualifying employers are
guaranteed based on actual losses and in compliance with the insurance con-
tract and are not held captive by the insurer’s performance.

Jumbo Retro. Our newest plan, the Jumbo Retro was designed for and
rewards small and medium-sized employers with the same benefits that large
employers get with their insurance plans. This program is a guaranteed return
premium plan. There’s no minimum premium requirement. Premium discount
is guaranteed and provided up front. Oppottunity to earn a return premium of
up to 20%. Return premium is based upon losses calculated six (6) months
after expiration and payable shortly thereafter.

60/60 Retro. This contractual rating plan is designed for those in-
sureds with annual premium of at least $60,000 and who are willing to con-
sider a program that offers them a reward for lower than expected losses.
Return premiums are guaranteed based on actual losses and in compliance
with the insurance contract. The 60/60 plan determines minimum and maxi-
mum factors based on the size of the account and its past experience.

Service That Counts

At ATIC, we believe that buyers of workers comp coverage should care-
fully examine and opt for an insurer that provides aggressive case manage-
ment, access to quality medical treatment, and a loss prevention program
designed to prevent the occurrence of a loss.

Claims. Our claims professionals provide for excellent case management
through ongoing communication with all parties concerned, thorough inves-
tigations, low claims analysts’ case loads, in-house training programs and hands-
on supervision by management. We recognize that the employer plays an inte-
gral role in the claims process. Qur commitment to service ensures courteous,
aggressive and prompt handling and resolution of all claims.

Managed Care. Our managed care arrangement is one of the most
innovative in the country. We have employved one of the top PPO networks in the nation
because we believe quality medical treatment results in greater overall savings and higher em-
ployee satisfaction.

Chuck Wilkins Photography

Safety. Helping businesses provide a safe and healthy work environment for its employ-
ees is the philosophy of our Safety Department. At the request of our insureds, at no additional
cost, we can provide a complete risk management program consisting of evaluations, seminars
and on-the-job training, all designed to help businesses meet and comply with state and/or
federal OSHA standards.

Our People Make the Difference

AIIC is more than just a workers’ compensation program. We have combined our prod-
ucts and services with the best workers’ comp insurance professionals in Florida, all of whom
have one common goal in mind: to be a winning team of excellence.

Our staff is constantly setting and meeting goals that address the challenges of the
industry, all in an ongoing effort to better serve our insureds.

Associated Industries Insurance Services, Inc.

If your premium volume is large enough, you may be eligible to self-fund your own
program. Associated Industries Insurance Services, Inc. (AIIS) is able to assist you in pursu-
ing this kind of self-funded arrangement, and manage it as well. Also, AIIS provides Third
Party Administration, which means we’ll administer your claims and safety programs, too.




by the Honorable
John L. Mica,
U.S. House of
Representatives

(R-Fla.)
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rotecting the environment

is not the real question be-

ing debated in Congress.
Every Republican, every Demo-
crat, and the one Independent
agrees that we must protect the
environment and conserve our
natural resources. The real de-
bate is about changing our cur-
rent philosophy of paying more
but receiving less for our envi-
ronmental protection dollars.

Republicans have long cham-
pioned environmental protection.
In fact, the federal Environmen-
tal Protection Agency (EPA) was
created under President Nixon in
1970. Efforts by the Clinton Ad-
ministration to portray bipartisan
environmental and regulatory re-
form legislation as anti-environ-
ment are serious distortions of
both fact and intent. All Ameri-
cans—and all Republicans—sup-
port clean air, water, and land.
However, we believe that for the
amount of taxpayer dollars our
federal government is spending,
we are not receiving enough in
the way of true environmental
protection and cleanup.

Over the past few decades,
our country has achieved great
success in improving environ-
mental quality. Today, however,
our federal budget deficit of $5
trillion is placing severe con-
straints on how we spend our
money. Our budget crisis is forc-
ing us to make sacrifices and

spend less as we seek to restore
our fiscal house to order. We
must reconsider our current ap-
proach to preserving our natural
resources and find ways to ob-
tain more effective environmen-
tal protection with our limited
taxpayer dollars.

In addition, much of the fed-
eral government’s environmen-
tal approach has been based on
the assumption that a command-
and-control regulatory apparatus
from Washington, D.C., is the
best way to care for the environ-
ment. With this philosophy we
created an EPA bureaucracy that
has made significant progress
over the past two decades. Un-
fortunately, over time, this bu-
reaucracy has grown unchecked,
has lost focus, and today simply
does not work well.

More and more of our re-
sources are being diverted from
protecting the environment to
maintaining this bureaucracy.
This command-and-control re-
gime costs more than an esti-
mated $170 billion annually, or
over $6,500 per family per year.
Furthermore, the legal thicket
resulting from over 10,000 pages
of environmental regulations is-
sued by unelected EPA officials
and bureaucrats leaves well-
intentioned citizens confused and
in doubt about whether they are
complying with the law. The bu-
reaucracy has also focused on

trivial problems, has ignored
more dangerous ones, and is
now failing to ensure public
health and safety.

Today we have layer upon
layer of environmental rules and
regulations, laws, agencies, and
bureaucracies. In 1972, few
states or local jurisdictions were
involved in environmental en-
forcement. Now, 47 states and
countless local governments op-
erate competent environmental
protection agencies. Meanwhile,
EPA has grown into an army of
18,000 federal employees, with
6,000 regulators and administra-
tors in Washington alone. Do we
really need a duplicative federal
army of regulators and adminis-
trators?

Even a cursory review of
EPA’s programs, particularly its
hazardous waste cleanup efforts
under Superfund, should spark
alarm among environmentalists
and taxpayers. Since Superfund’s
establishment in 1980, only a
handful of the 1,500 sites on the
National Priority List have been
cleaned up. Under current law,
most of the billions of taxpayers
dollars spent on Superfund have
only paid for attorney fees and
studies.

Just as alarming, the General
Accounting Office reported in
August 1995 that EPA is not
cleaning up sites that pose the
greatest risk to human health and
safety, but rather sites that are
being selected based on political
reasons. Bipartisan support ex-
ists to reform this ineffective
and costly federal program and
require polluters to pay.

e e




Unfortunately, our reform efforts
have been unfairly mischaracter-
ized and attacked.

With the expiration of the
1979 Federal Clean Water Act,
both Republicans and Democrats
agree that certain provisions of
this law also need to be reformed.
City, county, and state officials
from across the country have
testified before Congress, and we
have considered their recommen-
dations for changes.

These officials testified to the
absurdity of classifying dry
western riverbeds as “swim-
mable and fishable” in the cur-
rent law. They complained that
requiring wetlands permits for
desert parking lots did not make
sense. Alaskan officials told of
being forced to dump fish guts
upstream just to comply with EPA
testing requirements in their oth-
erwise pure natural streams,

Even the mayor of Orlando,
a city in my district, complained
about the forced cost of remov-
ing certain naturally occurring
substances at the beginning of
the city’s water treatment pro-
cess and replacing them at an-
other point—simply to comply
with EPA regulations.

Reform is clearly needed, and
we responded by introducing
legislation to revise and improve
the Clean Water Act. Unfortu-
nately we were then besieged by
a barrage of untrue and unfair
accusations.

While proposed reforms to
Superfund and the Clean Water
Act have stalled, we have suc-
ceeded in correcting another
bungled EPA program with pas-

sage of the Safe Drinking Water
reauthorizations in both the
House and Senate.

Under current law, EPA and
local water authorities are on a
“regulatory treadmill.” EPA is re-
quired to arbitrarily issue regula-
tions on 25 new contaminants
every three years regardless of
whether the contaminants are
dangerous or even exist in local
water supplies. Our bipartisan bill
repeals this 1986 requirement
and gives EPA, the states, and the
public water systems the flexibil-
ity to focus their limited re-
sources on the most dangerous
contaminants— those that pose
the greatest risk to human health
and are likeliest to occur in a lo-
cal water supply.

Our bill strengthens public
health protection, reduces un-
funded mandates, and increases
the cost-effectiveness of one of
our nation’s most important pub-
lic health and safety laws. While
our accomplishment is encourag-
ing, we must continue working
to revise our environmental pro-
tection programs,

The 1994 congressional elec-
tion sent the wake up call to
Washington, D.C., that the
American taxpayers are tired of
big government imposing unnec-
essary and intrusive regulations
on them.

Certainly our federal govern-
ment must maintain and enforce
high water, air, and land stan-
dards. However, it has become
clear that maintaining EPA’s one-
size-fits-all policy does not rec-
ognize the topographical, eco-
logical, or biclogical diversity of

our vast country. It has also be-
come clear that this approach is
failing to make the best use of
our limited tax dollars.

While we all want tolivein a
clean environment, the time has
come to reexamine our ap-
proach, refocus our priorities,
and reform our regulatory appa-
ratus, With our limited resources,
we must begin receiving more
for our environmental protection
dollars. We must continue to sup-
port a common sense approach
to protecting our environment,
We need reasonable, practical
regulations that will govern our
natural resources in a sensible,
affordable, and effective manner,

Reckless charges by those in-
terested only in preserving the
status quo will not address seri-
ous flaws in our current federal
environmental programs. Only by
taking positive action and work-
ing together can we make an ef-
fective difference for our envi-
ronment.

It has become clear
that maintaining
EPA’s one-size-fits-all
policy does not
recognize the
topographical,
ecological, or

biological diversity

of our vast country.
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IN THE DRIVER’S SEAT

...and gain the inside track — with Florida’s premier on-line
business legislation information system.

ach legislative session, while our state lawmakers mi- Syslem Features:
grate to Tallahassee’s Capitol to mull over 4,000 bills, P Ability to track Florida business legislation through statute
Florida employers hold their breath — wondering who ~ chapters and sections — quickly and conveniently.
will gain the inside track. ! i b Expert analyses and summa-
lith Florida Business Net- : ' ries of meetings, proposals, and
work (FBN), you get more the “hot” issues.
than a narrative of the race — b Directory and biographical in-
you're handed the driver’s formation on each legislator.
wheel! D Programs that let you create
And, when that checkered personalized bill-tracking lists I
flag waves, you can bet on the i access th(.)se re[?or[s_ ‘
speed and accuracy of the b News amcles_tm_m around | |
FBN system to briné you 10~ _the statehon the majorlssues fac-
| i ing Florida businesses. |
wgrd gl i iy D Complete bill history on all
Sarely el ! | House/Senate bills and PCBs,
The FREISEE ot including actions and all votes
your fingertips the inside

_ i - on each bill.
SERND e\.-'ery bill, action, D Full election coverage, includ-
vote, committee, and legisla-

. ing contribution data, candidate
tor that impacts your busi- . bios, position papers, and district
ness.

demographics.

And, when it’s time for you » And, much more!
to make your move, the FBN system
flags an “ALERT” notice, permitting
you to respond to your legislator at
strategic points in the
round.

Don’t settle for sec-
ond place. Get in the
winner’s circle with
FBN!

For More Information:
Call Shepherd Allen, vice president,
FBN, at (904) 224-7173.

Mention this ad
when subscribing
and receive a
25% discount!
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Changes on
the Horizon?

major overhaul of the

Florida Constitution may

nly be a couple of years

away and work to revise the

document may begin as soon as
spring 1997,

When the Florida Constitution
was revised in 1968, the newly
created Article XI, Section 2,
provided for the convening of a
constitution revision commission
10 years after the adoption of the
1968 revision and every 20 years
after that.

Soitis that we find ourselves
facing the first of the scheduled
revisions in the 20-year cycle,
perhaps in a way not anticipated
by the crafters of the 1968 docu-
ment.

Article XI, Section 2 pre-
scribes the jurisdiction of the
commission and establishes a
time frame for completion of its
work. Specifically, the commis-
sion 1s to examine the constitu-
tion except for matters relating
to taxation for the state budget-
ary process, and is to have any
proposed amendments completed
and ready for ballot placement not
later than 180 days before the
general election.

This last provision, if strictly
adhered to, poses a timing prob-
lem that would actually require
the commission to produce its
work product in May 1998, one

month before it 1s scheduled to
convene in June 1998. When
such a problem presented itself
to Gov. Reuben Askew in 1977,
he requested an advisory opin-
ion from the Florida Supreme
Court on how best to implement
Article XI, Section 2. The court
wisely suggested that the com-
mission convene after the 1977
regular Legislative Session,
thereby allowing itself ample time
to complete its work before the
general election in November of
1978.

During the 1996 Regular Ses-
sion, the Legislature sought to
make the Supreme Court’s sug-
gestion official with the enact-
ment of a joint resolution, SJR
210, by Sen. John Grant (R-
Tampa).

The joint resolution also re-
moves the restrictions that pre-
vent the revision commission
from reviewing matters relating
to taxation and state budgets so
that it will be empowered to re-
view the whole of the Florida
Constitution.

These two changes will go
into effect if the joint resolution
is ratified by a majority of elec-
tors who vote on it during the
upcoming general election. If
past experience is any gauge of
how voters will behave, it is likely
that the electorate will ratify the

proposal, ensuring its incorpora-
tion into the Florida Constitution.
That means that by June 1997,
the 37-member commission will
be up and running.

Choice and prescription will
play a part in determining who
sits on the commission. Bob
Butterworth, as the attorney gen-
eral, will automatically be a des-
ignated member. Fifteen mem-
bers, including the chairman, will
be chosen by Gov. Lawton
Chiles. Nine members each will
be chosen by the Senate presi-
dent and the House speaker.
Three members will be selected
by Chief Justice Gerald Kogan
after consultation with the other
Supreme Court justices.

What this eminent and com-
prehensive review of the consti-
tution represents for AIF and the
business community is a rare op-
portunity to positively affect the
document that embodies the fun-
damental principles by which we
govern ourselves. From recom-
mendations about who should be
appointed to the commission to
suggestions about what changes
should and should not be made
to the state’s constitution, it is
not too early for Florida business
to consider what it hopes to ac-
complish through the work of the
1998 Constitution Revision Com-
mission. [l
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by Mary Ann

Stiles, Senior
Partner of Stiles,
Taylor & Metzler,

P.A. & AIF
Workers’
Compensation

Consultant

Florida Supreme
Court Marshal
Wilson E. Barnes
demonstrates
security measures
already in place at

the state’s high court.

he 1996 Legislature

funded a recommenda-

tion by the governor to
appropriate $651,000 to imple-
ment security measures for
judges of compensation claims
and their offices. Judges of com-
pensation claims decide and ad-
judicate issues relating to injured
workers and employers. Up to
this point, they have not had ad-
equate permanent security mea-
sures at their offices for protec-
tion while conducting hearings or
daily business.

There have been many in-
stances of potential and actual
threats against judges and their
staff that resulted in concerns
about the continued security of
the judges, their staff, witnesses
appearing on behalf of employ-
ees and employers, as well as le-
gal counsel for bath sides.

Judges across the state have
reported incidents of disgruntled
claimants making threats against
them because of the way they
adjudicated disputes. The inad-
equacy of previous security even
led at least one judge to purchase
a pistol and complete the train-
ing for a concealed weapons per-
mit. The lack of formal security
resulted in suspicious or threat-
ening conduct by individuals that
caused apprehension about
whether state officials would take
any action to appropriate funds
for protection of participants in
the workers” compensation sys-
tem.

For the past two years, AIF
actively lobbied the Department
of Labor, the governor’s office
and the Legislature to provide
funding for security. The fund-
ing was also supported by the
Worker’s Compensation
Oversight Board, a labor
and management committee
that is responsible for rec-
ommending improvements
to the compensation system.
In addition, the Workers’
Compensation Section of The
Florida Bar also supported
funding for this purpose.

The Legislature in-
cluded an appropriation of
$651,000 in the budget this
past session. Chief Judge
Shirley Walker will be ad-
ministering the implementa-
tion of the funding. Judge
Wallker plans to hire perma-

Security Measures
for Judges

nent, either public or private, se-
curity officers who will be avail-
able for the immediate curtail-
ment of any threat to state offi-
cials, counsel, or witnesses. In ad-
dition, the funding will be used to
purchase either stand-alone metal
detectors or hand-held metal de-
tectors that will be used by the
security officers. Judge Walker is
currently deciding how to protect
offices that have multiple en-
trances to allow continued free-
dom of access while insuring the
safety of people in the offices.

This summer, in incidents in
two separate parts of the state,
attorneys in this firm had to ar-
range for security measures at
mediation conferences they were
scheduled to attend because of
concerns about the safety of the
participants, Those types of extraor-
dinary measures should not be nec-
essary once appropriate procedures
are in place in all the offices.

Judge Walker anticipates that
security will be operational by
the end of the summer. Employ-
ers frequently are required to ap-
pear as witnesses at these hear-
ings and security will enhance
the confidence and the comfort
of all witnesses and participants.

Expenditure of funds for this
purpose is a long overdue develop-
ment and sorely needed for the sys-
tem. Fortunately, the Legislature
finally listened to AIF on this
issue before some serious incident
occurred that may have resulted in
serious injury or death. [l
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A Calculated Change

' uring the 1996 Session,
the Florida Legislature
made several changes to

the unemployment compensation
law. The most significant change,
which relates to the methodol-
ogy for establishing eligibility and
calculating benefits, institutes the
high quarter method for estab-
lishing eligibility and weekly
benefit payments.

High Quarter Method

Prior to the effective date of
the new law, in order for a claim-
ant to meet the monetary eligibil-
ity criteria for receiving benefits,
he had to have worked 20 weeks
during the 52-week base period
and had earnings of at least $400.

Since part of the eligibility
criteria relied on the number of
weeks worked, the administra-
tive burden was placed on em-
ployers to report that informa-
tion for each employee. There is
no similar reporting requirement
for employers filing annual fed-
eral unemployment (FUTA) tax
reports. Additionally, only five
states (including Florida) still
used a benefit formula based on
weeks worked.

Effective July 1, 1996, an
individual’s weekly benefit
amount is calculated by taking
one-twenty-sixth of the total
wages paid for covered employ-
ment during the quarter of the
claimant’s base period when
wages were highest—hence the
name high quarter. Under the high

quarter system, an individual
must have earned at least $3,400
in the 52-week base period and
must have wages in the base pe-
riod equal to one and a one-half
times his high quarter earnings.

This change is not expected
to significantly alter the benefit
qualification threshold; those
claimants qualifying under the old
system should qualify under the
high quarter system and those
who would not qualify under the
old system should not qualify
under the high quarter system.

The high quarter method, on
the other hand, will help reduce
the administrative burden on em-
ployers because they will no
longer be required to report the
number of weeks worked for
each employee when filing quar-
terly unemployment tax reports
pursuant to state law. By only
having to report wages earned
per quarter, Florida employers
will now report to the Florida De-
partment of Labor the same in-
formation, in the same format,
as that reported to the IRS for
federal unemployment tax pur-
poses.

The new law also makes the
following additional changes to
the procedures for employer tax
rate appeals, voluntary contribu-
tions, and “common paymaster”
arrangements.

Tax Rate Appeals

Effective July 1, 1996, em-
ployers now have 20 days to pro-

test tax-related determinations
made by the Bureau of Tax. Un-
der prior law, employers were
limited to 15 days. The new 20-
day time limit now conforms to
the 20-day time limit allowed for
protesting the payment of unem-
ployment benefits to former
employees.

Voluntary
Contributions

With the exception of new
employers, unemployment com-
pensation tax rates are based on
experience; more former work-
ers collecting unemployment
benefits translates to a higher
tax rate. The new law provides
limited relief for employers fac-
ing higher tax rates by allow-
ing them to make voluntary
contributions in lieu of a rate
increase.

Common Paymuster
Arrangementis

The new law allows for
“common paymaster” arrange-
ments, conforming Florida law
to federal regulations. These
regulations permit two or more
related corporations that share
the same employees to com-
bine the wages of those employ-
ees for the purposes of the tax-
able wage base. The common
paymaster reports wages and
pays taxes on the shared employ-
ees. This reduces the tax liabil-
ity associated with wages paid to
shared employees. [
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Will the

Information
Superhighway
Influence the

1996

Elections?

ight now, there are

probably dozens of

-onferences, meetings,
and expos underway all over the
country, examining either the sig-
nificance of the Information Su-
perhighway or how and why to
use it. These meetings are most
likely attended by database pro-
fessionals, technical support
people, and the omnipresent
computer junkies.

At the same time, there are
smaller but much more intense
meetings being held in various
hideaways in Washington, D.C.,
and capitol cities across America
by political leaders. Their pur-
pose? To discover the best
means to exploit the capacity of
the Internet, and other informa-
tion sources that derive from the
Internet, for their political pur-
poses. This is an appropriate and
smart action for them to take.

It would also be an appropri-
ate and smart action for those of
us who participate in the elec-

tions by way of voting for and
contributing to candidates.

Let’s start with the Internet.
There are literally hundreds of
Internet sites that do nothing but
provide information on the 1996
elections. Some of the best sites
are operated by media sources
such as the Washington Post,
ABC News, CNN, C-Span, and
Time magazine.

These sites make an enor-
mous amount of information
available with the click of your
mouse. You can visit the USA
Today political site and get recent
poll results. Browse through the
Time and Washington Post sites
and read the most recent politi-
cal commentaries. Skip over to
the Federal Elections Commis-
sion site and find out the latest
contribution totals for all federal
candidates.

Yes, there is plenty of infor-
mation for anyone interested in
the presidential or congressional
races. But what about Florida

politics? Granted, there isn’t the
same level of information avail-
able; nevertheless, the rusty iron
gate that sequestered information
on candidates and campaigns
has been unlocked.

The gate was nothing more
than the lack of a medium to dis-
perse vast quantities of data that
traditional media had no interest
in reporting. It was opened
through a partnership between
state government and private in-
dustry. This partnership is cru-
cial on the state level because
there isn’t an organization like
CNN or ABC News to give na-
tional-level coverage to Florida.

Kudos have to go to Secre-
tary of State Sandra Mortham for
sticking to her 1994 campaign
promise to make more informa-
tion available. She understood
what all of us on the private side
have faced for years; that when
it came to election information
the word “available” was mislead-
ing.

Sure the information was
“available”™—if you had half your
life to go the 18th floor of the
Capitol in Tallahassee and wait
in line while some overworked
clerk dug through a file for a re-
port. Oh, you wanted all reports
on many candidates? Bring meal
money, a cot, and you might get
lucky.

The Florida Business Net-
work (FBN) changed all that
with its coverage of the 1992
election. That year, we took a big
step by simply providing basic
information on all candidates,
including bios, addresses, phone
numbers, etc. It may not sound




like much, but believe me, in
1992 it was the cat’s meow.

In 1994, FBN broke new
ground by developing a database
that listed nearly every contribu-
tion for every candidate running
for the state House and Senate.
Furthermore, we had search ca-
pabilities that allowed the user to
find who gave how much to
what candidate, when they gave
it, and where they were from.

We also developed a compre-
hensive occupation category list-
ing that would tell you how much
a candidate got based on the oc-
cupations of the contributors. In
other words, we could tell how
much money candidate “A’ re-
ceived from the legal or medical
professions as well as from
those in specific industry catego-
ries.

We believe FBN provides the
information it gathers better than
anyone in the country. This is
true because our users are nor-
mally people who, for one rea-
son or another, have a profes-
sional interest in the information.
They are law firms and lobby-
ists who work in the legislative
process; they are campaign man-
agers and candidates; and, most
importantly, they are business
people from across the state who
have to keep up with how gov-
ernment influences their opera-
tions.

This large, yet specific, seg-
ment of users are the bread and
butter of our operation. However,
AIF has always maintained that
anyone and everyone should
have access to this same infor-
mation. This makes for informed

citizens and better participants in
the election process.

As a matter of fact, were it
not for the financial obligations
that running a complex operation
like FBN entailed, we would have
freely given the data to anyone
who wanted it years ago. This is
why we have been such avid
supporters of the state’s efforts
to release its information elec-
tronically.

The state Division of Elections
(under the guidance of director
David Rancourt and his computer
staff, headed by Sandy Brill) has
developed a wonderful contribu-
tion database on Florida candi-
dates.

Will the state’s free informa-
tion hurt the efforts of private
sector on-line systems like FBN?
If T had a dollar for each time
someone called to ask if [ was
worried that FBN would be dev-

astated by the release of free in-
formation from the state, I could
retire.

If FBN’s sole purpose was to
make money the easy way, then,
yes, we would be concerned
about free information coming
from the state. But the real pur-

pose of FBN is to take the very

same information that is released
by the state, reformat it, link it,
and combine it with other types
of information.

In other words, we use our
expertise to improve the basic
data and then make it available
to the business community and
others involved in the govern-
mental process.

For example, let’s say you are
citizen “A” and you are curious
about who contributed to the
campaign of your state represen-
tative. You could take advantage
of the Division of Elections

Through the FBN
on-line system,
accurate candidate
data is available

in a user-friendly
manner — with the
touch of a button,
voters can make more

informed choices.
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Internet site to get your answer
easily and quickly.

Butlet’s say that you are busi-
nessman “B” who has been so-
licited for a contribution by this
same state representative and you
want to find out if this guy sup-
ports business issues. FBN is the
only place to get that answer.

Like the state system, FBN
would allow you to find out who
has given money to that candi-
date. But, with FBN, you could
then get every vote he has cast
on business issues (going back
to 1979). You could search our
data base of major newspapers
to find articles about him. All of

this can be done in a matter of
minutes.

So, in a nutshell, we are
happy that the state is making
more of its information available
so that anyone, regardless of his
level of involvement in the pro-
cess, can find important basic in-
formation. That has always been
a goal of AIF.

The state should make the
information available, butit’s up
to private vendors to organize
and analyze the data for special-
ized purposes.

So back to the main question
in this article. Will all this infor-
mation make a difference in the
1996 elections? When you think
about it, the Internet, as a public
resource, is a new invention. Like
all inventions, it is only as good
as the benefits it offers and the
way it is used.

For years, the delivery of
campaign information was a one-
way street. The professional
media controlled what they
would and would not report.
Campaigns decided what infor-
mation they would release. And
citizens took what they could get.

Now, that burden of discov-
ery has shitted to all of us. It is
up to us to use the Internet to
find out as much as we can be-
fore we make a decision about
who we plan to support for na-
tional, state, and local offices. In
Florida, we can take advantage
of the state’s efforts to provide
basic data and FBN's efforts to
provide value-added specialized
data to acquaint ourselves with
candidates before we put them
in office.

Over the past 20 years, dis-
content with the people and the
system of politics has grown.
Yet, incumbents are still virtually
guaranteed re-election because
their names are familiar. Candi-
dates are still getting elected with-
out opposition. It is true that elec-
tions are driven by TV sound
bites, slick brochures, and high-
priced campaign consultants.

All these new sources of in-
formation allow us to stop the
train and put it on a track we
choose. We can use a system like
FBN to find out how they really
voted and what they really sup-
port. We can go to the Internet
and take advantage of all the data,
commentaries, and polls on a
national level.

Furthermore, we can do this
on a schedule that is convenient
for us, in the comfort of our own
homes. Frankly, it isn’t going to
get much easier than that. So, use
your computer to help you make
better decisions. If you don’t
have a computer, go to the local
library; there should be one there
that will allow you to get to the
Internet.

Your participation will show
the information providers that
you want and need the informa-
tion they are making available,
giving them a reason to continue
providing it.

It will show the candidates,
campaign managers, and politi-
cal parties that you are watch-
ing, that they better say what
they mean, and mean what they
say. Because, if they don’t, the
citizens will find out about it. [l
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AIF Remembers

n July 16, 1996, Associated Industries
lost a true friend and leader with the
passing of HM. “Mack” Evans Jr.

Mr. Evans was a gracious, wari, soft-spoken
man. Of all his good qualities, however, the one
that stands out is his loyalty.

At the time of
his death, Mr.
Evans was the
chairman of
Williamson Feed
| Mills in Jackson-
ville, Florida. He
began his employ-
ment there in
1948. He served
on AIF’s Board of
| Directors for 19
' vears; he was
elected chairman
in 1994.

His tenure as

Hodl: “Tlack” Evars Jr.
1926 -1996

chairman came at a crucial time as the business
community faced pitched battles against trial
lawvers in the Legislature and the courtroom.
From eliminating joint and several liability to
challenging Florida’s Medicaid Third-Party
Liability Law, Mr. Evans gave firm and confident
support to the association’s efforts.

He could always be counted on to find the time
io attend board meetings and take care of
association business. Although ill with the cancer
that would take his life, Mr. Evans took part in his
last board meeting on March 5, 1996.

Mpr. Evans was also an amateur painter and
dedicated community leader.

He will be missed by his family, friends, the
people of Jacksonville, and all us at AIF. |}

Past Chairmen

t is with great regret that we also
j mark the loss of another friend
of AIF.

Randy Thomas, who passed away in June,
founded McDuff Appliance Stores in 1944, and
served as the chairman of the board and CEO
until the company was sold to Tandy Corporation
in 1985. Mr. Thomas also owned extensive real
estate holdings throughout Florida.

He lent his
knowledge and
expertise to the
business community
by serving on AIF’s
board of directors
from 1970 to 1996,
including one term as
chairman in 1977-
1978.

Mr. Thomas was
more than an astute
businessman. He

served his community R
e

b P Thomas
1918-1996

with dedication and
vigor. He spent three
terms as the chairman of the Jacksonville Port
Authority. He devoted energy and leadership to a
number of charitable organizations, including the
Big Brothers of America and the national board of
trustees of the Leukemia Society.

He was a 33rd degree Scottish Rite Mason and
a potentate of the Morocco Temple of the Shrine.

All of us at AIF offer our condolences to the
family and friends of Mr. Thomas. Il



by Lytha Page

Belrose, Program
Administrator,
Florida Business
Partners for
Prevention, Florida
Department of

Juvenile Justice
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Florida Businesses
Recognized for
Juvenile Crime
Prevention Programs

ov. Lawton Chiles an-
nounced the winners of
the 1996 Governor’s
Community Investment Awards
at a special ceremony held in the
cabinet meeting room on March
27, 1996. These awards were
created in 1995 by Gov. Chiles,
Florida Department of Juvenile
Justice Secretary Calvin Ross,
and the Florida Business Partners
for Prevention to recognize and
honor business leaders for their
voluntary involvement and initia-
tive in creating positive alterna-
tives to crime for Florida’s
youths. These businesses have
invested time and resources in
programs that help youths at risk
of becoming involved in the ju-
venile justice system.
According to Ross, “The
Florida Business Partners for
Prevention is a public/private
partnership providing business
expertise that benefits the
department’s decision-making
process, in areas such as capital
improvements, quality assurance
of prevention and intervention
programs, management informa-
tion systems, siting facilities, and
education and job training for
juvenile offenders.”

Nearly 200 highly successful
programs were nominated for the
1996 awards program, doubling
the number nominated the first
year. Seven companies, repre-
senting eight separate initiatives
to provide young people with
positive outlets and alternatives
to criminal behaviors, were se-
lected to receive Governor’s
Community Investment Awards.
The young people served by these
programs range in age from pre-
school to college.

“These eight programs
alone have served more than
3,700 youths,” said Ross, “All
of the winning programs have
very good track records of
helping our target population of
at-risk youths.”

If your company is volun-
tarily providing time, talent, or
resources to a juvenile crime
prevention or intervention pro-
gram, please contact the Florida
Business Partners for Preven-
tion office at (904) 921-5900
for a copy of the 1997 Gov-
ernor’s Community Invest-
ment Awards nomination form.
The postmark deadline for sub-
mitting the form is Jan. 10,
1997.

Winners of the 1996
Governor’s Community
Investment Awards

Corporation Category

JM Family Enterprises, Inc.,
located in Deerfield Beach, spon-
sors the Youth Automotive Train-
ing Center & Florida Ocean Sci-
ences Institute. Founded in
1984, the training center provides
an intensive nine-month educa-
tional and vocational program for
20 young men and women to
learn the skills necessary for a
career as an automotive techni-
cian. Today, 96 percent of the
graduates are employed.

Franchise Category

McDonald’s Restaurants, lo-
cated in Tampa, sponsors
Caspers Company. The com-
pany has provided speakers and
employment trainers for as many
as 50 youths a day. Twenty per-
cent of them have been or are
employed by the company.

Independent Business
Category

Edward J. Gerrits, Inc.
(d.b.a. Gerrits General Contrac-
tors), in Miami, sponsors the
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Gerrits Leprechaun Boxing
Gym. The company purchased
and renovated a building to cre-
ate a boxing gym for youths.
There is no fee for membership.
The 75 youths who are members
now are simply required to re-
main drug-free and out of trouble
with the law. The gym has pro-
duced five top-10 ranked profes-
sional fighters and 25 amateur
champions who started boxing as
children in the program.

Non-Profit
Organization
Category

Jacksonville Jaguars Founda-
tion sponsors the Honor Rows
Program, which provides local
youth service agencies with
rows of Jaguar football game
seats as incentives (o encourage
and reward youths for reaching
goals, In 1995, 1,332 youths
were awarded seats and game
experiences.

Governor’s Special
Recognition Category

Pratt & Whitney Government
Engines & Space Propulsion in
West Palm Beach sponsors two
programs: the Juvenile Justice
Role Model Project and the Ca-
reer Advancement Program. The
Role Model Project provides sti-
pends to students who are work-
ing toward degrees in the juve-
nile justice field to offer a pool
of professionals well-trained in
delivering services to at-risk
youths, working in partnership

with the Florida State University,
The Career Advancement Pro-
gram (CAP) diverts at-risk
youths with full-time employ-
ment and vocational training for
two years. When each CAP par-
ticipant completes their two
years, Pratt & Whitney assists
them with finding new full-time
employment.

Governor’s Special
Recognifion Caftegory

The law offices of Holland &
Knight, with headquarters in
Tampa, sponsors a program
called Opening Doors for Chil-
dren, which uses innovative vol-
unteer programs and the major-
ity of the Holland & Knight chari-
table resources to tutor and men-
tor at-risk youths and their fami-
lies for an extended period of
time in the nine communities
where an office exists, involy-
ing 100- 150 employees.

Governor’s Special
Recognition Category

One hundred and twenty five
different businesses in Brevard
and Seminole counties work with
the state attorney’s office in
Titusville in the Project Pay-Back
Program. This is the only pro-
gram currently existing that ap-
proaches victim restitution with
the intention of holding juveniles
solely accountable for their
crimes. Juveniles work with one
of the 125 businesses nominated
to reimburse the victims of their
crimes. [l
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Combining business expertise
and communication expertise
to provide the latest in

advanced communications skills.

B Internet Presence. From site conception
to final on-line design.

B Interactive Television. We offer all
formats — laser disk, CD-ROM, CD-I.

B Award Winning Film and Video
Production. From concept/script
development to graphics and animation
to final editing.

For more information, contact
Irv B. “Doc” Kokol, at
(9204) 224-7173, or E-mail him
at whitehawk@aif.com

WHITE
HAWK

PICTURES




by Mary J. Brogan,
Campaign Co-Chair,
Capital Cultural

Center Campaign
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Building Community
Through Culture

"ot only does Florida

have an inviting clim-

ate, beautiful beaches,
and a relaxing atmosphere, it has
wonderful people who join us
from all over our great country
and from all around the world.
The respect of culture and other
related experiences in our state
exemplifies a true interest in sup-
porting our precious resource,
the people of Florida.

Having been an educator and
an admirer of the arts through-
out my lifetime, I truly believe
cultural experiences enhance life.
The cultural arts enrich our daily
existence in many ways. They
assist us in understanding so
much about living in our world.
The arts are essential to the de-
velopment of people of all ages
in our communities. Many of us,
in this busy age. turn to cultural

experiences as a way of spend-
ing meaningful moments of lei-
sure. The arts enhance educa-
tion, not only within the class-
room, but throughout the entire
community.

Many view support of the
arts and culture as an extrava-
gance when so many other prob-
lems call for attention. Nothing
could be further from the truth.
Culture creates civic bonds and
elevates the citizens.

The promaotion of cultural
experiences will not solve all the
challenges we face as a commu-
nity, but it will assist in raising
the educational level and
strengthen the understanding of
others. The culture of a society
is a snapshot of civilization and
can be most beneficial in culti-
vating improvements for the fu-
ture of our state.

Throughout our state, centers
of cultural enhancement provide
a clear expression of civic pride
and have positive consequences
on economic development, edu-
cation, tourism, and the rejuve-
nation of many communities.
Consider the benefits to Florida.

A greater ahbility fo
attract and retain new
business and industry

Residents, tourists, and busi-
ness prospects alike expect a cer-
tain level of cultural amenities
when contemplating Florida as a

home or destination. The cultit
vation of cultural experiences
through the performing arts and
visual arts make Florida morg
competitive.

In this day and time, we find
many business entities utilizing
culturally enriching projects as 4
means of enhancing the lives of
employees and customers within
a community.

More than ever, businesses
are recognizing the talents of
their employees and are nurtur-
ing these talenfs as a means of
inspiring creativity, innovation,
productivity. and problem-solv-
ing skills.

A stronger sense of commu-
nity spirit is developed within a
diverse workforce through the
availability of cultural activities.
A healthy sense of belonging to
a community is a positive cata-
lyst for progress within the world
of business and industry.

A stronger education
system

Florida’s communities, like
most communities throughout
the nation, strive to provide a
quality educational experience
for people of all ages. Along with
the basic curriculum, exposure
to the arts within our communi-
ties promotes a well-rounded in-
dividual. Cultural experiences
throughout our state enhance the
educational level of our citizenry.




Studies concerning the expe-
riences of young people with art
and cultural activities have proven
the value of supporting cultural
affairs in our communities. Stu-
dents who have had culturally en-
riching experiences are more
likely to score well on standard-
ized tests and less likely to enter
the criminal justice system.

Increased tourism and
convention frade

The presence of art and cul-
tural amenities greatly increase
the interest of tourists and those
searching for convention sites.

Enhanced
development of our
cities, fowns and
neighborhoods

Vital, dynamic centers of cul-
ture stimulate new entrepreneur-
jal ventures and promote the res-
taurant and retail trade. Regional
development is augmented
through the patronage of culture-
related centers.

Iimproved cultural
and educational
enrichment

The Legislature has dubbed
Florida “The State of the Arts.”
This designation promotes an
area of responsibility for Florid-
ians to embrace: supporting cul-
tural and educational efforts that
will enable our state to become a
leader in educationally enriching
endeavors for the betterment of
our society.

At present many progressive
Florida cities, including the capi-

tal city, have accepted the chal-
lenge to move toward the cultural
enhancement of their communi-
ties. Tallahassee is a city of en-
dearing contrasts. It is nestled
among gently rolling hills dotted
with plantations, magnolias, and
moss-covered oaks and is also in-
fluenced by the nearby Gulf of
Mexico and the Florida Panhandle.
Driven by the power of state
government and esteemed aca-
demic institutions, Tallahassee is,
at the same time, touched with
the soft southern influences of
charm, beauty, and gracious hos-
pitality. As the gateway city for
many visitors, it has endeavored
in recent years to improve cul-
tural amenities to a level compa-
rable with other capital cities.
Today, thanks to a bold vision and
creative partnerships, a cultural
center is emerging in the heart
of the downtown community.
Like so many other Florid-
ians, I came from somewhere
else. A native of Cincinnati, Ohio,
I moved to Martin County in
1970. When my husband was

elected commissioner of educa-
tion two years ago, we moved to
Tallahassee. At that time, Flori-
da’s capital was one of only two
state capitals that didn’t have a
cultural center, but residents here
had already begun the work
needed to remove themselves
from that list.

Scheduled to open next year,
the Capital Cultural Center will
bring hands-on programming in
science, technology, and math-
ematics, as well as high-quality
visual art experiences, to all of
the city’s citizens and visitors.

As an educator, I know the
benefits cultural centers provide
to students of all ages. Your sup-
port will help to expand cultural,
educational and entertainment
horizons throughout our state.
Your involvement will enrich
the quality of life now and
for generations to come within
Florida.

For more information on the
Capital Cultural Center, please
contact the campaign office at
(904) 671-4888.
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Students who have had
culturally enriching
experiences are more

likely to score well on

standardized tests.




by George E.

Lackman Jr., Vice
President - Corporate
Development, First
Union Bank of
Florida & Area 6

CHPA Chairman
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CHPAs:

Affordable Health Care
For Small Business

ecently marking a second
anniversary, Florida’s
Community Health Pur-

chasing Alliances (CHPAs)— the
“chippas”—are breaking down
the barriers to affordable, high
quality health care coverage for
Florida’s small businesses. In
fact, never before has health in-
surance been so affordable, so
accessible, and so simple.
Locally-based non-profit cor-
porations, the CHPAs pool the
buying power of small busi-
nesses and the self-employed to
purchase high-quality health care
coverage at the best rates. The
CHPAs were established to put
health insurance within reach of
small businesses with 50 or
fewer employees—representing
90 percent of Florida’s work
force. Today, more than 17,000
small businesses benefit from the
program, covering nearly 77.000
employees and their families
statewide. Of those now served
by the CHPAs, more than half
were previously uninsured.
Through the CHPAs, Sunny
Manufacturing, Inc., a Longwood
small employer, is saving $676 a
month and providing health care
coverage to more of its employ-
ees than ever before. The
company’s comptroller, Harold
Klein, personally went without

health care coverage for four
years because of the out-of-reach
Costs.

Like many CHPA members,
Klein cites quality coverage op-
tions, choice, administrative ad-
vantages, and cost savings
among the major factors in sell-
ing their businesses on the CHPAs.

Quality Coverage
Options

The CHPAs offer access to
dozens of the nation’s largest and
most reputable insurance carri-
ers. Coverage options include
health maintenance organizations
(HMOs) and preferred provider
organizations (PPOs) with a va-
riety of coverage choices. Ben-
efit packages include a basic
plan, a standard plan, and the
newly-introduced, richer-in-ben-
efits plus plan, Even under the
basic plan, the benefits are com-
prehensive, ranging from doctor
visits and prescription drug cov-
erage to mental health and hos-
pice services.

Choice

Choice is a CHPA hallmark.
The CHPAs are the first and only
insurance option that allows each
employee to choose a different
plan, even a different insurance
company. Employers have the

option of which plans to offer.
Most employers allow their em-
ployees to select from among all
of the available plans.

Administrative
Advantages

No matter how many differ-
ent plans employees choose,
employers receive only one in-
voice and write only one check
each month. The CHPAs also
make it easy to quickly compare
rates on identical coverage with
one toll-free telephone call to
(800) 4AMY-CHPA.

In presenting quotes, the
CHPAs rank all available plans,
from lowest priced to the high-
est, clearly profiling options
from dozens of different insur-
ance companies in an easy-to-
understand format. The CHPAs
also guarantee stable rates with
no increase for a full year.

Cost Savings

As a result of recent reform
initiatives, health insurance poli-
cies for groups of 50 or fewer
employees are “community
rated.” All employers in the same
community pay the same pre-
mium for identical policies re-
gardless of claim volume or uti-
lization. By law, small group
rates may vary based only on age,
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gender, county of residence,
number of dependents, and to-
bacco usage.

The CHPAs offer competitive
group rates on quality plans by
recognized national insurers. The
savings are often substantial,
ranging from 5 to 30 percent as
compared to traditional insurance
plans.

Looking Ahead

The CHPAs are working to
maintain price competitiveness,
introduce new plans, attract a
higher volume of new business,
and enhance consumer services.

New features include “com-
posite rating.”” Businesses with at
least 10 participating employees
can have their rates averaged into
a single premium rate. Previ-
ously, different rate groups paid
different rates. This new option
further simplifies adding or sub-
tracting coverage during the con-
tract year.

Employers who hire workers
through leasing companies now
have more options too. If the
leasing company does not offer
coverage, the employer can
cover leased workers through
the CHPAs. Some CHPA insurers
also allow the employer to forego
coverage through the leasing
company in favor of coverage
though the CHPAs.

Development of a computer-
ized directory is under way to
provide more information about
local doctors, hospitals, and
other providers accessible
through each CHPA plan.

The demand for greater value
and quality has led the CHPAs

to launch a new consumer sat-
isfaction study among a sam-
pling of its members. The re-
sults, expected to be released
by year-end, will help employ-
ers and their workers make
more informed choices about
their health care.

Small businesses will also
soon be able to shop for health
insurance on the Internet with
the new CHPA Home Page
scheduled for release this fall.

We’ve all paid the price for
Florida’s huge uninsured popu-
lation. The cost of caring for
the uninsured is almost always
shifted to hospitals, to taxpay-
ers, and eventually to the in-
sured via higher premiums. The

CHPAs have made significant
inroads into extending coverage
to the uninsured, saving taxpay-
ers an estimated $21.9 million
in otherwise uncompensated
hospital care.

The CHPAs also now gener-
ate more than S102 million in
annual premiums. Consequently,
the program has increased com-
petition and sparked lower health
care costs for all employers along
with a healthier, more productive
work force. |l

For more information or for
a customized rate quote, call
your insurance agent or (800)
AMY-CHPA [(800) 469-2472].

' Choice At Work |

The CHPAs offer
competitive group
rates on quality

plans by recognized

national insurers.



by David P. Yon,
Executive Vice

President & CFO
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That's an Employee!

e forewarned: trouble will

ensue if the Internal Rev-

enue Service decides you
have more employees than you
say you do.

One of the IRS’s most sig-
nificant compliance issues is
whether a worker is an em-
ployee or independent contrac-
tor. Why is the IRS so inter-
ested in this subject? The an-
swer is that a big pot of tax
dollars is at stake.

Reclassification of indepen-
dent contractors as employees
can have devastating tax and
other consequences for small
and large businesses alike. The
resulting tax assessments, pen-
alties, and interest can bankrupt
an otherwise successful busi-
ness! In four recent years,
6,900 employment tax audits
resulted in $468 million worth
of proposed assessments—an
average of almost $68,000 per
audit.

Accountants, lawyers, build-
ers, and other professionals are
examples of independent contrac-
tors; they actually run their own
businesses and have other clients.
They set their own hours and meth-
ods for performing a job or fulfill-
ing an engagement and don’t nec-
essarily have to report to the em-
ployer on a regular basis.

oo e
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Generally, if workers have
their work hours set for them,
have their tools provided, are
told what to do and how to do
it, and can be terminated, they
are employees. Working full
time or part time makes no dif-
ference, nor does allowing
them the freedom to get the job
done any way they choose.

It also doesn’t matter if
they are called independent con-
tractors in a contract. If they
meet the IRS employee rules,
they are considered employees.

When a person is hired as an
“independent contractor,” there
are several things that must be
done to avoid difficulties with
the IRS. These are:

File form 1099 with the IRS

and give a copy to the inde-

pendent contractor.

Keep good records on each

worker, including address,

Social Security and/or em-

ployer identification number

{(whether independent con-

tractor or not).

| Maintain a record of pay-
ments to workers, showing
dates paid and taxes withheld
and deposited (if any).

. Consequences
If workers are classified as

employees, the employer must
pay half the FICA taxes and with-
hold the other half (along with
federal income taxes) from the
employee. The employer must
also pay federal and state unem-
ployment taxes on its employees.
The failure by an employer to
properly withhold and remit
withheld income taxes, along
with the employer’s and the
employee’s portion of FICA, al-
most always results in underpay-
ment and late payment penalties
as well as interest.

The TRS moves quickly and
surely where payroll taxes are
concerned; the agency views
these as employees’ funds and
imposes a fiduciary liability on
the employer. The liability for
unpaid payroll taxes, penalties,
and interest is not limited to the
corporate level; certain corporate
officers and/or owners can be
held personally liable for unpaid
payroll taxes, penalties, and in-
terest.

The Occupational Safety and
Health Act of 1970 (OSHA), the
Employee Retirement Income
Security Act of 1974 (ERISA),
and the Americans with Disabili-
ties Act of 1990 (ADA) impose
compliance costs on a business
when the number of employees
exceeds certain levels. The con-




sequences of having workers re-
classified as employees include
the assumption of responsibility
for nondiscrimination and cov-
erage requirements for company
pension and profit-sharing plans
and for workers” compensation
purposes.

Workers’
Compensation

Workers’ compensation typi-
cally does not cover workers
classified as independent con-
tractors since they are not on the
company payroll. Since work-
ers’ compensation premiums
can be a business’s largest insur-
ance outlay, some companies at-
tempt to reduce this cost by clas-
sifying workers as independent
contractors.

There’s a catch here, how-
ever. Workers’ compensation
provides limited compensation in
the event of an accident. Work-
ers incorrectly classified as inde-
pendent contractors may sue for
damages in a civil suit where the
employer will not have the pro-
tection of the workers’ comp
system.

Pension and
Profit-Sharing Plans

Retirement plans are not con-
sidered tax qualified (and there-
fore eligible for favorable tax
treatment) unless they meet
minimum funding and other
waiting and age requirements.

If these coverage require-
ments are not met due to unfore-
seen circumstances, such as re-
classification of employees, fail-
ure to satisfy nondiscrimination

tests may result in the loss of fa-
vorable tax treatments and of cor-
responding tax deductions for
plan contributions. And, as if this
wasn’t enough, the employees in
the plan may lose their tax de-
ferrals and the workers who
were improperly classified as in-
dependent contractors may bring
action against the employer un-
der ERISA for being wrongfully
excluded from the plan.

Providing o
“Safe Harbor”

The IRS has a set of criteria
called a “safe harbor” that, if
adhered to, provide assurances
that workers are properly clas-
sified. These criteria are based
on the relatively new Section 530
of the Internal Revenue Code and
the traditional 20-step test.

Internal Revenue Code Sec-
tion 530 precludes the IRS from
retroactively correcting errone-
ous classifications of workers if
an employer consistently and in
good faith classified them as in-
dependent contractors. Of par-
ticular importance here is indus-
try practice. This section applies
if an employer has:

m not treated the worker as an
employee in the past;

m consistently treated the
worker as an independent
contractor on all documents
maintained and returns filed
(contracts, Form 1099, etc.);

m some reasonable basis, such
as reliance on authority, prior
IRS audit, or industry prac-
tice, for treating the worker
as an independent contractor;
and

m 1ot treated another worker in
a similar position as an em-
ployee.

The most traditional criteria
for determining the classification
of a worker is the IRS 20-point
test. Generally, the more “yes”
answers there are to the 20 ques-
tions, the greater the likelihood
that the worker is an employee
and not an independent contrac-
tor. If you have questions about
the criteria, contact the IRS to
obtain a copy of the list.

New Developments

Recently, the IRS announced
three major initiatives designed to
assist employers in their classi-
fication of workers.

@ Classification Settlement Pro-
gram. This will offer qualified
employers up to an 87.5 per-
cent, sliding-scale discount on
back payroll tax liability to
settle classification issues. To
qualify, generally, an employer
must have filed form 1099 but
does not, necessarily, have to
meet the other requirements
of Section 530.

@ Early Referral Appeals Pro-
cedure. This allows employ-
ers being examined to request
early referral of employment
tax issues directly to appeals.
Issues that can be referred
under this program include: 1)
whether an employee is a
statutory employee; 2)
whether Section 530 applies;
and 3) whether certain pay-
ments are exempted from the
definition of wages. This pro-
cedure is being tested for one
year.
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@ New training manual on
worker classification. This
manual, designed to provide
guidance as to who is an em-
ployee and who is an indepen-
dent contractor, has been re-
leased in draft form. This
manual attempts to simplify
and explain the 20-step test
used in worker classification
as well as other criteria the
IRS will use in making judg-
ments. The manual covers all
the relevant laws, however, it
does contain some changes in
the IRS’s approach and/or po-
sition.

Employee vs.
Independent
Contractor

The IRS recognizes that fac-
tors determining worker status
change over time and it no
longer considers the following
as indicative of a worker’s sta-
tus: 1) part time instead of full
time; 2) working for one busi-
ness rather than several; 3) tem-
porary/short-term work; 4) on
or off-site workplace; 5) flex-
ible hours; 6) whether uniforms
are required; and 7) an office
at home. The principal deter-
mination of classification is still
whether the employer has the
right to direct and control the
worker, regardless of whether
that right is exercised.

Section 530

The manual tells agents to
look for possible relief under
Section 530, even if the em-
ployer does not raise this issue.
Where industry practice is relied
upon, the employer must prove
it knew of the industry practice
and when it knew. Relief is not
obtained if the employer mistak-
enly, but in good faith, believed

it knew what industry practice
was. However, this may resull
in a waiver of penalties.

If Additional
Information is Needed

The IRS will provide the fol-
lowing free publications to assist
employers in determining the
classification of workers.

m Publication 15, Employer

Tax Guide (Circular E)

m Publication 15-A, Employer:

Supplemental Tax Guide
m Publication 505, Tax With

holding and Estimated Tax
m Publication 1779, Emploved

or Independent Contractoq

Brochure

Conclusion

Employment tax issues are
always sensitive, however, the
IRS has always considered
proper classification of workers
as one of the most sensitive. This
is because the financial impac
is generally large (it can involve
many workers for many yeary
and affect retirement and othes
benefit plan compliance), be-
cause of the fiduciary nature of
amounts of income tax and so;
cial security tax withheld (or sup-
posed to be withheld) by employ-
ers, and the potential that exists
for workers’ income to go unre-
ported. In light of these new de;
velopments, businesses may
want to re-examine workel
classifications.

Relying on industry practicg
or other “safe harbors” to deter-
mine whether to classify work,
ers as employees or independen
contractors will not always be
sufficient to satisfy the IRS in
an examination. If there is any
doubt, the conservative, “‘sure’
thing to do is to classify the
worker as an employee. [l
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Tired of dealing VillIPE

Spending too much time on tax filings and deposits?

Facing government audits or problems with the IRS?

Why not let us help you?

time=-consuming payroll process?

Pay({&/)Plus

With changing regulations, form alterations, compliance requirements, and mandatory

reports, payroll has become an increasingly complex process. Enter PayRo//Plus, the newest business
service offered by Associated Industries of Florida Service Corporation. PayRo/IPlus can take over these
administrative functions and perform them more efficiently and effectively. And you can get back to

your business.

What can PayRo//Plus do

for me?

@ Reduce Recordkeeping Costs—PayRo!/Plus keeps up-
to-date records on employee earnings, employee
withholdings, vacation/sick leave schedule, etc.

@ Eliminate Payroll Check Preparation—PayRolIPlus
prepares payroll checks and W-2s, eliminating the need for
in-house staff and manual or automated payroll systems.
Along with payroll checks, PayRol/Plus provides complete
documentation and audit trails of all payroll-related charges.
And, PayRol[Plus assures complete confidentiality.

@ Eiiminate Missed Payroli Tax Deadlines—Tax depos-
its and filings to governmental agencies are accurately,
punctually, and professionally handled by our staff. They
monitor changes in the tax laws and keep you in full
compliance. This means your tax reports and tax depos-
its are accurate and on time, which means you don’t risk
expensive fines and penalties.

@® Calculate Your Workers’ Comp. Premiums—As a Plus
service (at no charge), we can also calculate your workers’
comp. premiums so they can be paid as you
go.

How can you participate?

Simply give PayRo!/Plus a call at (800) 866-1234 and we'll send you all the information you need to take
advantage of this time-saving service. “Your only obligation is to your business.”

Pay@Plus p

901 N.W. 51st Street * P.O. Box 310704 « Boca Raron, FL 33431-0704
PHoNE: (800) 866-1234 0r (561) 994-9888 ¢ Fax: (561)997-6444 « E-MAIL: Aus@AIF.COM * INTERNET; HTTP://AIF.COM
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WHEN TomorrOW’S To0 LATE

~ elay equals lost opportunities.
That’s especially true when lawmakers meet in session. If you wait til
tomorrow to find out what they’re doing today, you've lost your opportunity to
influence final decisions.

Associated Industries of Florida implemented AIF FaxNet to let Florida
employers penetrate the legislative decision-making process. When you sign up
for AIF FaxNet, you'll receive fascimile transmissions from the AIF lobbying
team before lawmakers vote on pivital business issues.

We explain the issues and give you a choice of messages you can send to your
representative and senator. You fax your message back to us and we make sure
your legislators hear from you.

Sign up for AIF FaxNet today. Don’t lose your opportunity to make your
voice heard. i
AIF FaxNet — putting Tallahassee back in touch with you.

Call the AIF subscriptions department at (904) 224-7173
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