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.."l Cherry Bekaert”

5 & AQVISOr:

Report of Independent Auditor

To the Members of the Board of Directors
Enterprise Florida, Inc.
Orlando, Florida:

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Enterprise Florida, Inc. and
consolidated entities (the “Organization”), a component unit of the State of Florida, which comprise the
consolidated statement of financial position as of June 30, 2018, and the related consolidated statements of
activities and cash flows for the year then ended, and the related notes to the consolidated financial statements.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements
in accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of
consolidated financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud
or error. In making those risk assessments, the auditor considers internal control relevant to the Organization’s
preparation and fair presentation of the consolidated financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Organization’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the consolidated financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
consolidated financial position of the Organization as of June 30, 2018, and the changes in its net assets and its
cash flows for the year then ended in accordance with accounting principles general accepted in the United
States of America.



Emphasis-of-matter

As discussed in Note 1 and Note 6, the consolidated financial statements include investments in venture capital
partnerships and direct investments valued at $23,678,101 and $50,090,270, respectively, representing 38% of
net assets at June 30, 2018, whose values have been estimated by the Organization in the absence of readily
determinable market values. The Organization’s estimates are based on information provided by the venture
capital partnerships and the fund manager of the direct investments. Due to the inherent uncertainty of these
estimates, these values may differ significantly from the values that would have been used had a ready market
for these investments existed, and the differences could be material.

Other Matters

Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements as a
whole. The consolidating financial statements and schedule of activities by consolidated entity listed in the
foregoing table of contents are presented for purposes of additional analysis and are not a required part of the
consolidated financial statements. The accompanying schedule of expenditures of federal awards and state
financial assistance is presented for purposes of additional analysis as required by the Title 2 U.S. Code of
Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards and Chapter 10.650, Rules of the Florida Auditor General, and is not a
required part of the consolidated financial statements. Such information is the responsibility of management
and was derived from and relates directly to the underlying accounting and other records used to prepare the
consolidated financial statements. The information has been subjected to the auditing procedures applied in the
audit of the consolidated financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the
consolidated financial statements or to the consolidated financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our
opinion, the information is fairly stated, in all material respects, in relation to the consolidated financial
statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 26, 2018
on our consideration of the Organization’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the Organization’s internal control over financial reporting and compliance.

Cﬁuaa Rolak cos

Orlando, Florida
September 26, 2018
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ENTERPRISE FLORIDA, INC. AND CONSOLIDATED ENTITIES
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

YEAR ENDED JUNE 30, 2018

ASSETS

Cash:

Operating

Limited as to use
Due from State of Florida
Accounts and loans receivable, net
Loans receivable under the State Small Business Credit Initiative, net
Interest receivable and other assets
Leaseholds, furniture and equipment, net
Enterprise Florida investments under the Small Business Technology Growth Fund
Florida Opportunity Fund investments in venture capital partnerships
Florida Opportunity Fund direct investments:

Fund-of-Fund Program

Clean Energy Investment Program

Florida Venture Capital Program

Total Assets

LIABILITIES AND NET ASSETS

Liabilities:

Accounts and grants payable
Accrued payroll and related liabilities
Escrow payable
Fund manager fees payable
Accrued annual fund manager fees
Deferred revenue
Loss reserve on loan guarantees
Due to State of Florida

Total Liabilities

Net Assets:
Unrestricted
Temporarily restricted

Total Net Assets

Total Liabilities and Net Assets

See notes to consolidated financial statements

$

14,487,729
164,939,792
16,991,497
7,244,728
29,070,656
2,586,808
365,312
900,000
23,678,101

2,000,000
15,224,977
31,965,293

309,454,893

3,881,627
456,376
97,871,790
1,743,993
4,740,445
974,186
748,881
4,868,200

115,285,498

17,760,239
176,409,156

194,169,395

309,454,893




ENTERPRISE FLORIDA, INC. AND CONSOLIDATED ENTITIES

CONSOLIDATED STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2018

Revenues:
State operating assistance
Private investment contributions
Event revenue
In-kind contributions
Management and administration fees
Net appreciation in fair value of investments
Other income
Net assets released from restrictions

Total Revenues

Expenses:
Marketing and promotion
Grants to sub-recipients
Payroll and related costs
Professional fees
General and administrative
Depreciation

Total Expenses

Change in Net Assets Before Income
Tax Expense

Income tax expense

Change in Net Assets

Net Assets, Beginning of Year

Net Assets, End of Year

Temporarily

Unrestricted Restricted Total
16,122,588 $ 8,095,224 $ 24,217,812
755,500 513,500 1,269,000
1,111,845 212,260 1,324,105
229,622 - 229,622
73,860 - 73,860
- 4,410,993 4,410,993
61,540 1,447,664 1,509,204
14,547,182 (14,547,182) -
32,902,137 132,459 33,034,596
6,203,003 - 6,203,003
5,611,544 - 5,611,544
6,738,401 - 6,738,401
6,953,454 - 6,953,454
3,559,629 - 3,559,629
187,348 - 187,348
29,253,379 - 29,253,379
3,648,758 132,459 3,781,217
35,397 - 35,397
3,613,361 132,459 3,745,820
14,146,878 176,276,697 190,423,575
17,760,239 $ 176,409,156 $ 194,169,395

See notes to consolidated financial statements



ENTERPRISE FLORIDA, INC. AND CONSOLIDATED ENTITIES

CONSOLIDATED STATEMENT OF CASH FLOWS

YEAR ENDED JUNE 30, 2018

Cash Flows From Operating Activities:
Increase in net assets
Adjustments to reconcile increase in net assets
to net cash used in operating activities:
Depreciation
Net appreciation in fair value of investments
Changes in:
Due from State of Florida
Accounts and loans receivable
Interest receivable and other assets
Accounts and grants payable
Accrued liabilities
Escrow payable
Accrued annual fund manager fees
Due to State of Florida
Loss reserve on loan guarantees
Deferred revenue
Net Cash Used in Operating Activities

Cash Flows From Investing Activities:
Proceeds from investment distributions
Purchases of equipment
Funding of loans receivable
Funding of fund of funds investments in venture capital partnerships
Funding of direct investments
Net Cash Used in Investing Activities

Net Decrease in Cash
Cash, Beginning of Year

Cash, End of Year

Classified in Consolidated Statement of Financial Position:
Cash - operating
Cash - limited as to use

Cash, End of Year

Supplemental schedule of noncash investing activities:
Convwersion of loan to equity
Conversion of equity to loan
Net conwersion of loan to/from equity

See notes to consolidated financial statements

$

3,745,820

187,348
(4,410,993)

4,165,291
103,159
74,597
(1,122,985)
141,075
(8,804,601)
3,090,273
(4,207)
338,475
(338,567)

(2,835,315)

4,237,333
(26,053
(904,831

(7,533,858

)
)
(1,619,498)
)
)

(5,846,907

(8,682,222)

188,109,743

179,427,521

14,487,729
164,939,792

179,427,521

740,093
(466,875)

273,218




ENTERPRISE FLORIDA, INC. AND CONSOLIDATED ENTITIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2018

Note 1 - Summary of Significant Accounting Policies

Organization

Enterprise Florida, Inc. ("Enterprise Florida") is a not-for-profit corporation created by Chapter 288, Florida
Statutes and incorporated on February 18, 1993 as a public-private partnership responsible for leading Florida's
statewide economic development efforts. Its mission is to facilitate job growth for Florida’s businesses and
citizens leading to a vibrant statewide economy. Enterprise Florida is a discretely presented component unit of
the State of Florida (the “State”), included in state-wide financial statements, as it is legally separate but has a
significant relationship with the State of Florida. All revenues in excess of expenditures remain committed to
further the purpose of Enterprise Florida.

The accompanying consolidated financial statements include the accounts of Enterprise Florida and
organizations controlled by Enterprise Florida (collectively, the “Organization”), including Florida Sports
Foundation Inc. (the “Foundation”), Team Florida Marketing Partnership, LLC (“Team Florida”) and Florida
Opportunity Fund (comprised of Florida Opportunity Fund, Inc. (“FOF”) and its wholly-owned subsidiary, FOF
PA 11, Inc.). All significant intercompany accounts and transactions have been eliminated.

The Foundation promotes and develops sports related industries, amateur sports activities, and physical fithess
programs. This non-profit corporation merged into the Organization on August 29, 2011 pursuant to legislation
contained in Florida Statute 288.901, and now comprises the Sports Development unit of Enterprise Florida.
Enterprise Florida is the Foundation’s sole member.

FOF was created on July 13, 2007 by Enterprise Florida pursuant to the Florida Capital Formation Act under
Florida Statutes 288.9621-288.9625. Enterprise Florida facilitated the creation of FOF, is its sole member and
controls its majority voting interest through appointment of its Board of Directors. Enterprise Florida also
provided FOF’s initial capital through funds appropriated by the State of Florida. FOF is not a public corporation
or instrumentality of the State.

FOF’s initial purpose was to provide seed capital and early stage venture equity capital for emerging companies
in the State, including, without limitation, enterprises in life sciences, information technology, advanced
manufacturing processes, aviation and aerospace, and homeland security and defense, as well as other
strategic technologies. Subsequent to initial capital funding, FOF has also been empowered by the Statute to
make direct investments, including loans, in individual businesses and infrastructure projects. FOF receives and
invests capital for the Clean Energy Investment Program and for the Florida Venture Capital Program under the
State Small Business Credit Initiative.

FOF PA I, Inc. was incorporated on August 23, 2012 as a for-profit corporation for which FOF is the sole
shareholder. FOF PA I, Inc. was established to hold an investment in the Florida Venture Capital Program for
which income is passed to the investor.

Team Florida was established as a separate Limited Liability Company (LLC) on February 23, 2015, with
separate legislative grant funding to create marketing programs that promote the State of Florida for trade and
investment. Enterprise Florida is Team Florida’s sole member.



ENTERPRISE FLORIDA, INC. AND CONSOLIDATED ENTITIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2018

Note 1 - Summary of Significant Accounting Policies (continued)

In accordance with 2011 legislation, Enterprise Florida also has operating relationships with Visit Florida,
through contracting for tourism-related marketing services and governing board appointments, and with Space
Florida, where governmentally appointed members of Enterprise Florida’s Board of Directors also serve as
Directors of Space Florida.

Enterprise Florida operates through the following units:

e Administration — Provides all administrative services to the Organization such as the executive office,
human resources, contracts and compliance, information technology and accounting. It administers
special capital programs such as those of FOF and the State Small Business Credit Initiative.

e Business Development - Responsible for coordinating national and international business
development by managing projects to increase capital investment and jobs in Florida. It facilitates the
most effective use of business incentives and assists existing businesses in expanding both jobs and
capital investment.

¢ International Trade and Development — Focuses on international trade programs to expand the
number of Florida companies exporting Florida products and services. It also manages key international
relationships to improve Florida’s international business and global reputation in the following countries:
Brazil, Canada, China, Czech Republic, Germany, Israel, Japan, Mexico, France, South Africa, Spain,
and the United Kingdom.

¢ Information and Communications — Manages all corporate communications and coordinates events
for marketing and promotion of Florida for trade and investment.

o Marketing and Branding — Establishes and builds a pro-business image for the state by identifying
and marketing Florida to targeted industry decision makers and business leaders. It develops,
coordinates, and implements a statewide strategic plan for Florida brand recognition.

e Sports Development — Works to strengthen the economic impact of sports events through grants as
well as identifying business expansion or development opportunities linked to sports related activities. It
also develops, fosters and coordinates services and programs for amateur sports through the Sunshine
State Games and the Florida Senior Games State Championships.

e Strategic Partnerships — Maintains and enhances relationships with primary partners and
stakeholders to strengthen support of economic development initiatives and increase job growth. It
maintains and expands investor support and Board participation. It assists communities by increasing
their competitiveness when vying for job creation projects. It retains and maximizes opportunities to
enhance the Department of Defense investment in Florida through management of defense grant
programs and the Florida Defense Support Task Force activities.

e Tourism Marketing — Works to promote travel and drive visitation to and within Florida. This role is
contracted with Visit Florida, which serves as the sole statewide destination marketing organization
representing the entire Florida tourism industry.



ENTERPRISE FLORIDA, INC. AND CONSOLIDATED ENTITIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2018

Note 1 - Summary of Significant Accounting Policies (continued)

Basis of Presentation

The accompanying consolidated financial statements have been prepared on the accrual basis of accounting in
accordance with accounting principles generally accepted in the United States of America. Net assets and
revenues, expenses, gains and losses are classified based on the existence or absence of donor-imposed
restrictions. Accordingly, net assets of the Organization and changes therein are classified and reported as
temporarily restricted (see Note 10) or unrestricted net assets. In addition, net assets of consolidated
subsidiaries which are more limited than the broad scope of the consolidated entity are presented as temporarily
restricted net assets.

Cash

Cash include the operating accounts of Enterprise Florida and cash limited as to use. The Organization places
its cash on deposit with financial institutions in the United States, primarily through interest bearing repurchase
agreements. The Federal Deposit Insurance Corporation (“FDIC”) covers $250,000 for substantially all
depository accounts. As of June 30, 2018, the Organization had $178,197,571 which exceeded these insured
amounts; $44,546,398 of which was FOF deposits. Bank deposits include $97,934,537 held for the State of
Florida. Management believes the associated risk is minimized by placing such assets with quality financial
institutions. The Organization has not experienced any losses on such accounts.

Cash Limited as to Use

In order to ensure compliance with grant documents and/or performance contracts, Enterprise Florida has
limitations on funds held in escrow and for grant funds received in advance of expenditure. Certain program
guidelines require that funds be deposited into separate bank accounts, including the Microfinance Loan
Guarantee Program, SSBCI Program, and escrow agreements with the State of Florida. In addition, cash for
FOF, the Foundation, and Team Florida are limited for specific use by each entity in accordance with their
designated purpose and contractual arrangements.

Loans Receivable

Management assesses the potential for loan loss reserves and contingencies based on quarterly reporting
provided by the financial institution responsible for collecting payments, reporting interest, and handling defaults
related to the loans and guarantees. The quarterly reporting provides information to management on the
remaining loan and guarantees outstanding and any delinquent accounts, if applicable, at each quarter’s end.



ENTERPRISE FLORIDA, INC. AND CONSOLIDATED ENTITIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2018

Note 1 - Summary of Significant Accounting Policies (continued)
Leaseholds, Furniture and Equipment
Leaseholds, furniture and equipment are stated at cost, if purchased, or estimated market value at date of

receipt, if acquired by gift. Depreciation is provided using the straight-line method over the estimated economic
useful lives of the related assets as follows:

Leasehold improvements 5-7 years
Office furniture 5-7 years
Office equipment 5 years
Computers and software 3-5 years

Additions or improvements in excess of $500 for the Foundation and $1,000 for the other consolidated entities,
with an estimated useful life exceeding a year, are capitalized. Repairs and maintenance costs are charged to
expense as incurred.

Investments in Venture Capital Partnerships

FOF has investments in eight venture capital funds, which in turn directly invest in business enterprises. These
investments are stated at estimated fair value based on net asset value information received from the limited
partnerships.

The Small Business Technology Growth Fund has an investment in an investment group, which in turn directly
invests in business enterprises. This investment is stated at fair value based on information received from the
investment group.

Direct Investments

Enterprise Florida’s direct investments from the Small Business Technology Growth Fund and FOF’s direct
investments from the Fund of Funds Program, the Clean Energy Investment Program and from the Florida
Venture Capital Program are presented in the accompanying consolidated financial statements at estimated fair
value, as determined by management based on information provided by the investment fund manager. The
values assigned to direct investments are based on available information and do not necessarily represent
amounts that might ultimately be realized. Such amounts depend on future circumstances and cannot
reasonably be determined until the individual investments are actually liquidated. Direct investments are in two
privately held companies of the Small Business Technology Growth Fund, in one privately-held company of the
Fund of Funds Program, in six privately-held companies of the Clean Energy Investment Program and in fifteen
privately-held companies of the Florida Venture Capital Program. The nature of these investments provides the
potential for risk of loss due to most being in early stages of operations. Fair values of direct investments are
initially based on the price paid for the direct investments by FOF, adjusted as appropriate for indications of
change in fair value, such as subsequent changes in prices paid for company stock, significant changes in
company performance from that expected, estimated liquidation values considering preferred liquidation
preferences and changes in industry comparable data, such as revenue multiples of similar companies and
prices paid for similar companies through mergers and acquisitions.

Compensated Absences
Vacation pay is accrued as earned by employees. Unused accumulated vacation pay, for which $208,263 is

included in accrued payroll and related liabilities on the consolidated statement of financial position at June 30,
2018, is paid upon an employee's separation from service, up to a maximum of 240 hours.



ENTERPRISE FLORIDA, INC. AND CONSOLIDATED ENTITIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2018

Note 1 - Summary of Significant Accounting Policies (continued)
Deferred Revenue

Enterprise Florida recognizes its pass-through grants to sub-recipients in the consolidated statement of activities
as the amounts are eligible for reimbursement to the sub-recipients. Enterprise Florida records deferred
revenue for the difference in the amount received from the State of Florida and the amount eligible for
reimbursement to the sub-recipients, as this amount is considered a conditional promise to give and, therefore,
does not meet the criteria for revenue recognition. Enterprise Florida also records deferred revenue associated
with advance receipts for sponsored events.

State Operating Assistance Revenue

State operating assistance revenue represents State appropriations for the Organization’s operating funds,
consisting of the following: unconditional promises to give that are available for unrestricted use; unconditional
promises to give that are temporarily restricted for program use; and pass-through grants administered by
Enterprise Florida that are recognized as revenue and expense when pass-through sub-recipients incur
associated costs. State operating assistance revenue subject to temporary restriction is presented as released
to unrestricted revenue upon satisfaction of the restriction.

State Small Business Credit Initiative Revenue

During fiscal 2012, Enterprise Florida began to receive funding under an agreement (the “DEO Agreement”) with
the Florida Department of Economic Opportunity (“DEQ”) for the State Small Business Credit Initiative
(“SSBCI”). The SSBCI facilitates institutional lending and venture capital investing benefiting small businesses,
so long as the proposed activities are consistent with the purpose of the funding. The SSBCI is directly funded
by the DEO in total appropriations of $97,662,349 from a contract awarded by DEO through Title Il of the Small
Business Jobs Act of 2010. Of this amount, $89,119,107 has been allocated to Enterprise Florida, including
$45,436,207 to fund the Small Business Loan Program administered by Enterprise Florida, $41,907,900 passed
through to FOF for the Florida Venture Capital Program and $1,775,000 in administrative funding.

SSBCI revenue represents restricted use funding received through the SSBCI funding agreement to support
investing and loan activity and administrative costs.

Beginning in January of 2017, Enterprise Florida and the DEO entered into a series of agreements to terminate
the DEO Agreement effective April 30, 2019; which would transfer control of Enterprise Florida-administered
SSBCI programs to the DEO. Should such termination occur, Enterprise Florida must return to the DEO all
SSBCI funds disbursed by the DEO to EFI that have not been expended on any venture capital investments or
loan participations, including by not limited to program income and returns of capital. Management believes the
termination will be extended beyond April 30, 2019, as Enterprise Florida, FOF, and the DEO are in the process
of drafting and approving a series of new agreements to continue the Organization’s involvement with the Small
Business Loan Program and Florida Venture Capital Program.

Private Investment Contributions
Private investment contributions provided to Enterprise Florida are recognized as revenues in the period

received. Private investment contributions provided to Enterprise Florida are generally available for unrestricted
use by Enterprise Florida.

10



ENTERPRISE FLORIDA, INC. AND CONSOLIDATED ENTITIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2018

Note 1 - Summary of Significant Accounting Policies (continued)
In-kind Contributions

Donated goods and services are recorded at their fair market value at the date of receipt by the Organization.
Contributions of donated services that create or enhance non-financial assets or that require specialized skills,
are provided by individuals possessing those skills, and would typically need to be purchased if not provided by
donation, are recorded at fair value in the period received. Contributions of those services not meeting specified
criteria are not recorded in the consolidated financial statements. In-kind contributions recognized in the
consolidated statement of activities for the year ended June 30, 2018 consisted primarily of office spaces,
advertising and publications used for promoting business and sports development in the State.

Advertising Costs

Advertising Costs are expensed when incurred and totaled $278,888 for the year ended June 30, 2018 and are
included in general and administrative expenses in the consolidated statement of activities.

Income Tax Status

Enterprise Florida, Florida Sports Foundation, and FOF are recognized by the Internal Revenue Service (IRS)
as exempt from federal income tax on related income under Internal Revenue Code (IRC) Section 501(a),
consisting of organizations described in Section 501(c)(3). Team Florida Marketing Partnership, LLC, as a single
member LLC, is a disregarded entity for tax purposes. These entities are also exempt from state income taxes
on related income pursuant to Chapter 220.13 of the Florida Statutes. Therefore, a provision for income taxes
has not been included for these entities in the accompanying consolidated financial statements except for FOF,
which includes a tax provision for FOF PA Il as noted in the subsequent paragraph.

FOF PA I, Inc. is a for-profit corporation subject to income tax related to investments in pass-through entities
and, accordingly, is responsible for income tax on investee taxable income based on its ownership percentage.
Income tax expense of $35,397 has been recognized in the consolidated statement of activities for the year
ended June 30, 2018 for tax on pass-through income from the partnership interest. Income tax expense has not
been recognized for appreciation on the value of this investment due to an option agreement that provides FOF
the ability to purchase the partnership interest from FOF PA Il at cost.

The Organization’s policy is to record a liability for any tax position taken that is beneficial to the Organization,
including any related interest and penalties, when it is more likely than not the position taken by management
will be overturned by a taxing authority upon examination. Management believes there are no such positions as
of June 30, 2018 and, accordingly, no liability has been accrued.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reported time period. Actual results could differ
from those estimates.

11



ENTERPRISE FLORIDA, INC. AND CONSOLIDATED ENTITIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2018

Note 2 - Cash Limited as to Use

The Organization’s cash limited as to use consist of the following as of June 30, 2018:

Enterprise Florida Escrow 97,934,537
Programs administered by Enterprise Florida
State Small Business Credit Support Initiative 5,753,894
Microfinance Loan Guarantee 4,808,044
FL Defense Support Task Force 2,304,254
Florida Export Diversification and Expansion 1,479,715
Rural Strategic Marketing 42,724
Florida International Business Expansion Initiative 461,952
Military Base Protection 27,876
Small Business Technology Growth Fund 22,938
Pass through grants administered by Enterprise Florida
Funds restricted for grants programs 842,463
Total Enterprise Florida 113,678,397
Florida Opportunity Fund, Inc. 45,046,398
Florida Sports Foundation, Inc. 4,436,367
Team Florida Marketing Partnership, LLC 1,778,630

$ 164,939,792

Note 3 - Due From State of Florida

Amounts due from State of Florida consist of $16,991,497 at June 30, 2018 under various contracts
administered by the DEO, including $12,255,044 receivable under the SSBCI programs.

Note 4 - Accounts and Loans Receivable

Accounts and loans receivable, which are presented at cost, include $454,376 of accounts receivable, net
$50,000 of reserves, and loans receivable of $6,040,352 and $750,000 under the Clean Energy Investment
Program and the Florida Venture Capital Program, respectively. The Organization also has loans receivable of
$29,070,656, net $275,000 of reserves, under its SSBCI Program, which generally have repayment terms
ranging from 6 months to 3 years.

Interest income is recorded on the accrual basis based on applicable interest rates and principal outstanding,
and included in other income for the year ended June 30, 2018.

12



ENTERPRISE FLORIDA, INC. AND CONSOLIDATED ENTITIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2018

Note 4 - Accounts and Loans Receivable (continued)
Loan Guarantee Program

The Loan Guarantee Program is available to qualified businesses that demonstrate adequate historical and/or
proposed cash flow coverage and other credit underwriting metrics. Enterprise Florida works with financial
institutions to use this program as a credit enhancement to mitigate any perceived credit weaknesses on loans.
Under each guarantee, should the borrower be delinquent for 120 days, the participating lending institution
makes a demand for the guarantee funded by Enterprise Florida, which purchases a fifty percent participation in
the loan and any recovery, to the extent of the guarantee.

The loan guarantee is between 5% and 50% of the total required financing and amounts range from $25,000 to
$1,000,000, with a maximum loan term of 5 years. Interest rates and fees are negotiable. Enterprise Florida
receives a loan guarantee fee upfront, which is recognized on a straight-line basis as revenue over the term of
the guarantee, and an ongoing fee, recognized as revenue in the year to which it relates, until the loan is paid
off or the guarantee expires. The financial institution is responsible for collecting payments, reporting interest,
and handling defaults.

The maximum potential future obligations to be paid under guarantees was $4,873,573 as of June 30, 2018. All
remaining guarantees are for 3 years or less.

Reserves for Losses

Management has evaluated all accounts and loans receivable for potential losses and all guarantees for the
potential of recording an associated loss reserve based on the contingency of ultimate payment being more
likely than not. Based on this analysis, management has determined that a loss reserve as detailed in the
following table is appropriate at June 30, 2018:

Accounts and loans receivable $ 50,000
SSBCI Loan Participation Program 275,000
SSBCI Loan Guarantee Program 748,881

Total Loss Reserve as of June 30, 2018 $ 1,073,881

Note 5 - Leaseholds, Furniture and Equipment

Leaseholds, furniture and equipment consist of the following as of June 30, 2018:

Leasehold improvements $ 227,468
Office furniture 432,756
Computers and equipment 1,301,892
1,962,116

Less: accumulated depreciation (1,596,804)
$ 365,312
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ENTERPRISE FLORIDA, INC. AND CONSOLIDATED ENTITIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2018

Note 6 - Investments in Venture Capital Partnerships and Direct Investments

Investments in venture capital partnerships and direct investments are provided through three programs
administered through FOF, including a Fund of Funds program and two direct investment programs.

Investments in Venture Capital Partnerships

The Fund of Funds Program, with $39,729,646 of net assets, includes $23,678,101 of investments in venture
capital partnerships and $2,000,000 in direct investments at June 30, 2018, all initially funded by $29,500,000 of
State appropriations subject to Florida Statute 288.9624 (the “Statute”). FOF may invest Fund of Funds Program
proceeds in seed and early stage venture capital/angel funds, as well as direct investments, including loans, in
individual businesses and infrastructure projects, focusing on opportunities in Florida.

FOF investments in venture capital partnerships consist of eight limited partnerships as presented in the
accompanying consolidated financial statements at estimated fair value based on net asset value per share.
Each of the venture capital partnership investments made under the FOF’s Fund-of-Funds Program are limited
life limited partnerships (or other limited liability vehicles) that provide minimal redemption opportunities.
Liquidity is achieved from the partnership through distributions in the form of cash and stock.

The term of each limited partnership is stated in its limited partnership agreement, as amended, and ranges
from approximately 10 to 12 years, including any provisions for extensions. As of June 30, 2018, the Fund-of-
Funds investments range in age from approximately 4 months to 111 months and the estimated remaining life of
such investments range from approximately 1 year to 8 years. Each investment term and estimated remaining
life has been calculated based on its limited partnership agreement, including any term extensions effective as
of June 30, 2018. A Fund-of-Funds investment may liquidate before its stated termination date or may require
additional term extensions to complete its liquidation in an orderly manner; investment term extensions are
implemented in accordance with the respective limited partnership agreement for each investment.

As permitted, fair value for each Fund-of-Funds investment is determined by FOF based on its proportionate
share of the underlying fair value of the net assets of the limited funds, derived from FOF’s ownership
percentage and audited financial statements provided by each investee. The audited financial statements
provided by each investee are reviewed by the fund manager, and adjustments to net asset values provided by
the fund manager are approved quarterly by management.

Direct Investments

Fund of Funds Program

In 2018 the Fund of Funds Program made their first direct investment in a company. For the year ended June
30, 2018, expenses included annual fund manager fees of $324,500 for the investment manager fees related to
venture capital/angle funds. The program accrues a fund manager fee for direct investments of (0.5% per
quarter of the amount invested) beginning the quarter after the payment of funds for any given investments.
FOF also incurs a deal by deal fund manager success fee equal to 30% of the cumulative distributions that
exceed invested capital for any direct investment.
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ENTERPRISE FLORIDA, INC. AND CONSOLIDATED ENTITIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2018

Note 6 - Investments in Venture Capital Partnerships and Direct Investments (continued)

The Clean Energy Investment Program

FOF entered into an agreement (the “Clean Energy Agreement”) with the Florida Department of Agriculture and
Consumer Services, Office of Energy (“DACS-OOE”), successor to the Florida Energy and Climate
Commission, for the Clean Energy Investment Program. The Clean Energy Investment Program was created
during fiscal 2010 and targets qualified Florida businesses with direct investments in three primary areas of
focus: 1) facility and equipment improvement with energy-efficient and renewable energy products, 2)
acquisition or demonstration of renewable energy products and 3) process improvement of existing production,
manufacturing, assembly or distribution of operations to increase energy efficiency or reduce consumption. The
direct investments may consist of debt and other instruments. The Clean Energy Investment Program is funded
through a grant by the State of Florida, as sub-recipient to the United States Department of Energy, in the
amount of $36,089,000. All of these funds have been received and recorded as capital contributions revenue
since inception by FOF. The Clean Energy Investment Program has $33,963,219 of net assets, including
$15,224,977 of direct investments in six privately held companies, at June 30, 2018.

Clean Energy Investment Program professional fee expenses include annual fund manager fees of $1,082,670
(3% of the program funding), which are accrued until program returns are available to pay accrued fees. Also
included are deal by deal fund manager success fees equal to 30% of the cumulative distributions that exceed
invested capital for any investment, amounting to $162,710 for the year ended June 30, 2018.This amount is
included in fund manager fees payable at June 30, 2018.

The Clean Energy Agreement is set to terminate on March 31, 2025; however, DACS-OOE has the option to
renew on the same terms and conditions for an additional five year term.

Florida Venture Capital Program

Enterprise Florida has an agreement (the ‘DEO Agreement”) with the Florida Department of Economic
Opportunity (the “DEQ”) for the State Small Business Credit Initiative (“SSBCI”). The SSBCI was created by
Congress, and funds were appropriated to the United States Department of the Treasury to be allocated and
disbursed to States that have created capital programs for small businesses. The United States Department of
the Treasury allocated funds to the State of Florida which then funded the Florida Venture Capital Program
through the DEO as an agency of the State of Florida. The Florida Venture Capital Program utilizes SSBCI to
provide direct investments in Florida businesses. Enterprise Florida has passed through $41,907,900 of SSBCI
funding to FOF. Net assets of the Florida Venture Capital Program amounted to $46,227,938, of which
$31,965,293 consisted of direct investments in fifteen privately held companies at June 30, 2018.

Florida Venture Capital Program professional fee expenses include legal, accounting, insurance, other
necessary expenses and an annual fund manager fee of $1,257,237 (3% of program funding), which are
accrued until program returns are available to pay accrued fees. FOF also incurs a deal by deal fund manager
success fee equal to 30% of the cumulative distributions that exceed invested capital for any investment,
amounting to $263,130 for the year ended June 30, 2018. This amount is included in fund manager fees
payable at June 30, 2018.
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ENTERPRISE FLORIDA, INC. AND CONSOLIDATED ENTITIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2018

Note 6 - Investments in Venture Capital Partnerships and Direct Investments (continued)

Fair Value Hierarchy

The fair value hierarchy, which requires an entity to maximize the use of observable inputs and minimize the use
of unobservable inputs when measuring fair value, provides three levels of inputs used to measure fair value.
Because of the inherent uncertainty of valuations, estimated fair values may differ significantly from the values
that would have been used had a ready market for these investments existed, and differences could be material.

The organization classifies its investments into a hierarchical disclosure framework as follows:

Level | - Securities traded in an active market with available quoted prices for identical assets as of the
reporting date.

Level Il - Securities not traded on an active market but for which observable market inputs are readily
available or Level | securities where there is a contractual restriction as of the reporting date.

Level lll - Securities not traded in an active market and for which no significant observable market inputs
are available as of the reporting date.

The cost basis of the Organization’s Fund of Funds limited partnerships, Fund of Funds direct investments,
Clean Energy direct investments, Florida Venture Capital Fund direct investments, and Small Business
Technology Growth Fund direct investments was $16,828,503, $2,000,000, $13,363,135, $24,243,028, and
$900,000, respectively, as of June 30, 2018. The following table summarizes the valuation of the Organization’s
investments, measured at fair value as of June 30, 2018, based on the level of input utilized to measure fair
value:

Fair Value
Level | $ -
Level Il -
Lewvel llI 50,090,270
Total investments at fair value 50,090,270
Investments measured at NAV 23,678,101
Total investments $ 73,768,371
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YEAR ENDED JUNE 30, 2018

Note 6 - Investments in Venture Capital Partnerships and Direct Investments (continued)

The following table presents a reconciliation of the beginning and ending balances of the fair value
measurements using significant unobservable inputs (Level IlI):

Fund of Funds Clean Energy

SBTGF Direct Direct FLVCP Direct
Investments Investments Investments Investments
Opening Balance at 7/1/17 $ 900,000 $ - $ 14,755,645 $ 24,230,139
Unrealized gains or losses included in
changes in net assets - - 1,504,372 2,096,393
Purchases - 2,000,000 - 5,533,858
Convwersion of loan - - (466,875) 740,093
Sales proceeds - - (568,165) (635,190)
Ending Balance at 6/30/18 $ 900,000 $ 2,000,000 $ 15,224,977 $ 31,965,293
The amount of total gains (losses) for the year
included in changes in net assets attributable
to assets still held at the reporting date $ - $ - $ 1,504,372 $ 2,096,393

The Organization relies on the fund manager to oversee the valuation process of the Organization’s Level llI
direct investments. Although management is responsible for overseeing the Organization’s valuation processes
and procedures, the fund manager is responsible for conducting periodic reviews of fair value for each direct
investment and for presenting results of fair value assessments to management.

Level Il direct investment valuations determined by the Organization, with assistance of the fund manager, are

required to be supported by market data, industry accepted third-party valuation models, prior company
financing or other methods deemed appropriate.
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ENTERPRISE FLORIDA, INC. AND CONSOLIDATED ENTITIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2018

Note 6 - Investments in Venture Capital Partnerships and Direct Investments (continued)

When quantitative unobservable inputs are used in the valuation of Level Il investments, the valuation
technique, the unobservable input, and the quantitative amount used in the valuation require disclosure. The
Organization had one investment in the Clean Energy Investment Program and two investments in the Florida
Venture Capital Program for which quantitative unobservable inputs were used in measuring the fair value at
June 30, 2018, as follows:

Valuation Unobserable Valuation
Asset Fair Value Technique Input Multiple
CEIP - Direct Market
Investment $ 4,735,740  Approach Revenue 3.0x
FLVCP - Direct Market
Investment $ 8,034,746  Approach Revenue 3.6x
FLVCP - Direct Market
Investment $ 79,448  Approach Revenue 6.0x

Note 7 — Accrued Annual Fund Manager Fees
The Fund of Funds Program

The Fund of Funds Program annual fund manager fee was initiated on September 16, 2008, totaling $3,766,158
through June 30, 2018, of which $3,441,658 has been paid and $324,500 is payable at June 30, 2018. Fund
manager success fees for the Fund of Funds Program’s direct investment have not been accrued on the
financial statements, since such fees are contingent on future gains to be realized, which are not estimable and
are dependent on future transactions. Since the direct investment has a fair market value equal to cost at June
30, 2018, there is no contingent obligation for fund manager success fees, calculated as if all investments were
sold at estimated fair value at June 30, 2018.

The Clean Energy Investment Program

The Clean Energy Investment Program annual fund manager fee of 3% was initiated on May 3, 2010, totaling
$8,836,874 through June 30, 2018, of which $7,130,165 has been paid and $379,657 is payable , based on the
allowable cap specified in the Clean Energy Agreement and the closeout of investments that had cumulative
distributions in excess of invested capital. The remaining unpaid accrued fund manager fees of $1,327,052 at
June 30, 2018 is payable when proceeds from dispositions and cumulative distributions of each program
investment, net of fund manager success fees and amounts necessary to fund FOF administrative costs,
exceeds the amount of capital invested. This amount is presented as accrued annual fund manager fees due to
the probability of ultimate payment. Fund manager success fees for other investments have not been accrued
on the consolidated financial statements, since such fees are contingent on future gains to be realized, which
are not estimable and are dependent on future transactions. The contingent obligation for fund manager
success fees, calculated as if all investments were sold at estimated fair value at June 30, 2018, is $2,387,578
for the Clean Energy Investment Program.
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Note 7 — Accrued Annual Fund Manager Fees (continued)

Florida Venture Capital Program

The Florida Venture Capital Program annual fund manager fee was initiated on November 18, 2011, totaling
$8,320,175 through June 30, 2018, of which $4,292,786 had been paid and $613,996 is payable through
quarterly installments and proceeds from cumulative distributions that exceeded invested capital. The remaining
unpaid portion of $3,413,393 at June 30, 2018 is payable through payments of the accrued fund manager fees
to the extent of profit on closed investments, less any success fees and amounts necessary to fund FOF
administrative costs. Fund manager success fees for other investments have not been accrued on the
consolidated financial statements if contingent on future gains to be realized, which are not estimable and are
dependent on future transactions. The contingent obligation for fund manager success fees, calculated as if all
investments were sold at estimated fair value at June 30, 2018, is $4,665,433 for the Florida Venture Capital
Program.

Note 8 — Escrow Payable

The State has awarded a total of $225,566,527 to eighty-eight companies under the State’s incentive programs
through June 30, 2018. These awards were intended to fund business projects to further job creation. DEO,
along with the consent of these companies, appointed Enterprise Florida as the escrow agent to hold these
funds for disbursement to the companies in accordance with the State’s incentive programs.

Through June 30, 2018, Enterprise Florida paid $79,379,955 to fifty-one companies that certified to DEO they
had met their contract requirements under the program. Enterprise Florida has returned $48,314,782 to DEO
for twenty-six companies that were not able to complete their program requirements. Enterprise Florida
recorded the remaining $97,871,790 as an escrow payable at June 30, 2018.

Note 9 — Due to State of Florida

Due to State of Florida includes $65,900 of interest on restricted cash that contractual arrangements require to
be paid back to the State and $4,802,300 of funding due to the State under the Microfinance Guarantee
Program.

During fiscal 2015, the Florida Department of Economic Opportunity (the “DEO”) was directed by the Florida
Legislature through the Florida Microfinance Act to create the Microfinance Guarantee Program (the
“‘Microfinance Program”). As directed under Florida Statute 288.9935, the DEO contracted with Enterprise
Florida to administer the Microfinance Program, and Enterprise Florida received $4,825,000 in funding from the
DEO. Of this amount, $25,000 is to be used to promote the Microfinance Program, while the remaining
$4,800,000 is to be maintained by Enterprise Florida to issue loan guarantees.

As Enterprise Florida is administering the Microfinance Program as an independent contractor of the DEO,
funding for the program is payable back to the DEO upon termination of the program.
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Note 10 — Temporarily Restricted Net Assets

The Organization classifies Enterprise Florida net assets as temporarily restricted based on agreements with the
State, wherein funding may not be utilized for the general purpose of Enterprise Florida, and classifies net
assets of FOF, the Foundation, and Team Florida as temporarily restricted since their use is specifically limited
for the purposes of those consolidating entities. Temporarily restricted net assets consist of the following as of
June 30, 2018:

Enterprise Florida:

State Small Business Credit Initiative $ 47,007,697
Florida Defense Support Task Force 2,465,488
Florida Export Diversification and Expansion 1,746,780
Small Business Technology Growth Fund 899,188
Rural Strategic Marketing 42,724
Florida International Business Expansion Initiative 454,452
Military Base Protection 27,876
State Trade and Export Program 12,320
Total Enterprise Florida temporarily restricted net assets 52,656,525
Florida Opportunity Fund, Inc. 119,920,803
Florida Sports Foundation, Inc. 2,146,246
Team Florida Marketing Partnership, LLC 1,685,582
Total temporarily restricted net assets $ 176,409,156
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Note 11 — State Operating Assistance Revenue

Performance contracts and pass-through grants with the state of Florida for the year ended June 30, 2018 are

as follows:

Operating funds provided to Enterprise Florida, Inc.

Pass-through grants administered by Enterprise Florida, Inc:
Visit Florida
Defense Infrastructure and Defense Reinvestment

14,972,368

14,261,617
1,150,220

Total Pass-through grants

15,411,837

Less: Pass-through grants not presented as activities

(14,261,617)

Total unrestricted state operating assistance

16,122,588

Other programs administered by Enterprise Florida, Inc.:
Florida Export Diversification and Expansion Program
Florida Defense Support Task Force - Administration
Florida Defense Support Task Force - Programs

1,000,000
250,000
2,000,000

Florida Sports Foundation, Inc. - Programs
Florida Sports Foundation, Inc. - Tag Revenue

3,250,000

1,700,000
3,145,224

Total temporarily restricted revenue

4,845,224

8,095,224

Total State operating assistance revenue $

24,217,812

Pass-through grants amounting to $75,999,152 have been excluded from recognition in the consolidated
statement of activities because they represent agency transactions which have been line item appropriated in
the State budget. Other pass-through grants amounting to $1,150,220 are reflected as both revenues and
expenses in the consolidated statement of activities, as they require administrative oversight and meet the

criteria for recognition as activities.

The contract with the state of Florida requires Enterprise Florida to return all interest income earned on state
pass-throughs and grant funds to the state of Florida. As these funds must be returned to the State, Enterprise
Florida does not record the revenue associated with these earnings. Instead, a liability to the State is recorded

as interest is earned.
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Note 12 - Retirement Plans

Enterprise Florida sponsors a 401(K) defined contribution retirement plan (the “Plan”) covering all its employees
that are age 21 or older. It is subject to the provisions of the Employee Retirement Security Act of 1974
(ERISA).

Participants may contribute up to 100% of compensation, as defined in the Plan, but may not exceed the
maximum amount allowable by the Internal Revenue Code (“IRC”), which is currently $18,500. Enterprise
Florida’s contributions to the Plan beyond the 3% safe harbor are discretionary. Currently Enterprise Florida
matches 25% of the first 4% of wages the employee contributes and makes an additional contribution equal to
10% of employee wages (3% of which is designated as safe harbor and is not discretionary). Investments of
contribution are self-directed by participants within investments provided for by the Plan.

Participants are immediately vested in their contributions and earnings thereon. Vesting in Enterprise Florida’s
contributions is based on years of service. A participant vests at 33.33% annually until fully vested upon
completion of three years of credited service. Any participant employed at the date of total and permanent
disability, death or the attainment of normal retirement age, as defined, is deemed to be 100% vested.
Contributions made toward the safe harbor are immediately vested.

Enterprise Florida contributed a total of $446,493 to the Plan and all expenses related to the Plan were paid
from forfeitures during the year ended June 30, 2018.

The Foundation has a defined contribution money purchase pension plan covering all of the full-time employees
it had prior to the merger with Enterprise F