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BILL ANALYSIS AND FISCAL IMPACT STATEMENT

(This document is based on the provisions contained in the legislation as of the latest date listed below.)

Prepared By: The Professional Staff of the Appropriations Subcommittee on Finance and Tax

BILL:

SB 378

INTRODUCER:  Senator Flores

SUBJECT: Taxation
DATE: March 14, 2017 REVISED:
ANALYST STAFF DIRECTOR REFERENCE ACTION
1. Babin/Fournier Diez-Arguelles AFT Pre-meeting
2. AP
Summary:

SB 378 reduces the state’s communications services tax rates by two percentage points, effective
for sales of communications services reflected on bills after July 1, 2017, and deletes the salary
tax credit for insurance companies, effective for premiums received after December 31, 2016.

The Revenue Estimating Conference estimates that the reduction in the state communications
services tax rates will decrease General Revenue receipts by $230.9 million in Fiscal Year 2017-
2018, with a recurring impact of $251.9 million. The deletion of the salary tax credit will
increase General Revenue receipts by $453.3 million in Fiscal Year 2017-2018, and $299.6
million on a recurring basis. In total, the bill will increase General Revenue receipts by $222.4
million in Fiscal Year 2017-2018, and $47.7 million on a recurring basis.

Present Situation:

The bill affects two revenue sources. The present situation for each issue is explained below in
Effect of Proposed Changes.

Effect of Proposed Changes:
Sections 1 — 8 (Communications Services Tax)

Present Situation: Florida imposes a communications services tax on the sale of communication
services, including telecommunications (both wireline and mobile), cable television, direct-to-
home satellite television and other services.! Sales of communications services are subject to
both the communications services tax and the gross receipts tax.>

1 See generally ch. 202, F.S.
2 Section 202.12(1)(c), F.S.
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Most sales of communications services are subject to a state communications services tax rate of
4.92 percent® and a state gross receipts tax rate of 2.52 percent?, for a combined state tax rate of
7.44 percent.®

In addition to the state taxes, local governments may impose a local communications services
tax.® The maximum local communications services tax rate for municipalities or charter counties
is 5.1 percent, or 4.98 percent, if the municipality or charter county levies certain permit fees.’
The maximum rate for non-charter counties is 1.6 percent.® Local governments are not
authorized to impose franchise fees for rights-of-way on communications services providers;®
however, municipalities and charter counties are authorized to impose an additional 0.12 percent,
and non-charter counties are authorized to impose an additional 0.24 percent.'® Lastly, local
governmeTIs are authorized to impose emergency rates that exceed the statutory limits in certain
situations.

Direct-to-home satellite service is subject to a state communications services tax rate of 9.07
percent!? and is subject to the 2.37 percent state gross receipts tax*® for a combined rate of 11.44
percent. The local communications services tax does not apply to direct-to-home satellite service.

A portion of the state communications tax on direct-to-home satellite service is shared directly
with local governments.'* The remaining collections of the state tax on direct-to-home satellite
service and all of the state tax on other communications services are treated like state sales tax
collections and a portion is shared with cities and counties, with the remainder being deposited in
the General Revenue Fund.®®

Gross receipts tax collections are deposited into the Public Education Capital Outlay and Debt
Service Trust Fund and are used for funding public education system capital projects.

Proposed Changes: The bill permanently reduces the state communications services tax rates by
two percentage points — the standard rate is reduced from 4.92 percent to 2.92 percent, and the
rate on direct-to-home satellite service is reduced from 9.07 percent to 7.07 percent, beginning
July 1, 2017. The bill revises the percentage of direct-to-home satellite collections shared with
local governments and the revenue-sharing percentages of other collections to ensure that local

3 Section 202.12(1)(a), F.S.

4 See s. 203.01(1)(b)2. and 3., F.S.

5 The gross receipts tax is comprised of two separate taxes, one at the rate of 2.37 percent and another at the rate of 0.15
percent. Dealers of communications services are authorized to combine the 4.92 percent communications services tax and the
0.15 percent gross receipts tax into a single tax of 5.07 percent. See s. 203.001, F.S.

6 Section 202.19, F.S.

7 Section 202.19(2)(a), F.S.

8 Section 202.19(2)(b), F.S.

9 Section 337.401(3)(a), F.S.

10 Section 202.19(2)(c), F.S.

11 See s. 202.20, F.S.

12 Section 202.12(1)(b), F.S.

13 Section 203.01(1)(b)2., F.S.

14 See s. 202.18, F.S.

15 Section 212.20(6)(d), F.S.
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government receipts are not affected by the rate changes in the bill. The gross receipts tax rate is
not affected.

The tax rate changes apply to taxable transactions included on bills for communications services
dated on or after July 1, 2017. Dealers that are unable to implement the rate reductions by July 1,
2017, may continue collecting tax at the previous tax rates as late as October 1, 2017, but must
subsequently refund to customers any such excess collections by March 1, 2018.

The bill grants the Department of Revenue emergency rulemaking authority to implement the
changes to the communications services tax.

Sections 9-12 (Insurance Premium Tax)

Present Situation: Florida imposes a tax of 1.75 percent on most Florida insurance premiums.
(Different tax rates apply to wet marine and transportation insurance, self-insurance, and annuity
premiums.) Several credits are provided that can be used by insurance companies to reduce their
premium tax liability.t

The Florida employees’ salary credit is equal to 15 percent of salaries paid to employees located
or based within this state, and does not include amounts paid as commissions. For purposes of
this credit, “employees” does not include independent contractors or any person whose duties
require that the person hold a valid license under the Florida Insurance Code, except adjustors,
managing general agents, and service representatives.

Until 1987, Florida exempted insurance companies that maintained their home offices in Florida
from the insurance premium tax, and provided a lower tax rate for out-of-state insurance
companies doing business in Florida if they owned and substantially occupied any building in the
state as a regional home office. Chapter 87-99, L.O.F., repealed these differential rates and
provided a credit equal to 10 percent of the salaries of Florida employees. One year later, chapter
88-20, L.O.F., increased the salary credit to 15 percent.

The maximum salary credit that can be taken is equal to the lesser of total premium tax due after
subtracting credits for taxes levied for police and firefighters’ retirement funds and corporate
income taxes paid, or 15 percent of eligible Florida salaries.*® This amount is further limited by a
requirement that the sum of the salary credit and the credit for corporate income taxes paid may
not exceed 65 percent of the total premium tax due after subtracting credits for taxes levied for
police and firefighters’ retirement funds and workers’ compensation administrative assessment
credits.

16 Section 624.509(1), F.S.

17 Credit for payments to police and firefighters’ retirement trust funds (s. 175.141, F.S.) and (s. 185.12, F.S.); Corporate
Income Tax Credit (s. 624.509(4), F.S.); Florida Employees’ Salary Credit (s. 624.509(5), F.S.); New Markets Tax Credit (s.
288.9916, F.S.); Capital Investment Tax Credit (s. 220.191, F.S.); Community Contribution Tax Credit (s. 624.5105, F.S.);
Child Care Tax Credit (s. 624.5107, F.S.); Credit for Contributions to Scholarship-Funding Organizations (s. 624.51055,
F.S.); Credit for assessments paid to the Workers’ Compensation Administration Trust Fund (s. 440.51(5), F.S.); and
assessments paid to the Florida Life and Health Insurance Guaranty Association (s. 631.72, F.S.).

18 Section 624.509(4), F.S.



BILL: SB 378 Page 4

Credits and deductions against the insurance premium tax must be taken in the following order
prescribed in s. 624.509(7), F.S.: credits for assessments paid to the Workers’ Compensation
Administration Trust Fund, credits for taxes levied by local governments to fund firefighters” and
police retirement trust funds, credits for corporate income taxes, credits for employees’ salaries,
and all other available credits and deductions.

Because of the types of credits that are available, the order in which they must be taken, and the
limits placed on some credits, an insurer may not be able to take full advantage of all the credits
available to it. In the 2015 insurance premium tax year, 15 percent of eligible salaries equaled
$558.4 million. However, because of the other credits taken and the 65 percent limitation on
combined salary and corporate income tax credits, total salary credits taken on tax returns were
$287.4 million.

Proposed Change: The bill amends s. 624.509, F.S., to delete the Florida employees’ salary tax
credit for premiums received after December 31, 2016, and makes conforming changes to ss.
624.5091, F.S., and 624.51055, F.S.

Constitutional Issues:

A. Municipality/County Mandates Restrictions:

None.

B. Public Records/Open Meetings Issues:
None.

C. Trust Funds Restrictions:
None.

Fiscal Impact Statement:
A. Tax/Fee Issues:

The Revenue Estimating Conference estimates that the reduction in the state
communications services tax rates will decrease General Revenue receipts by $230.9
million in Fiscal Year 2017-2018, with a recurring impact of $251.9 million.*® The
deletion of the salary tax credit will increase General Revenue receipts by $453.3 million
in Fiscal Year 2017-2018, and $299.6 million on a recurring basis.2%2! In total, the bill
will increase General Revenue receipts by $222.4 million in Fiscal Year 2017-2018, and
$47.7 million on a recurring basis.

19 Office of Economic and Demographic Research, Revenue Estimating Impact Conference Results, available at
http://edr.state.fl.us/Content/conferences/revenueimpact/archives/2017/ pdf/page241-247.pdf (last visited March 9, 2017).

200ffice of Economic and Demographic Research, Revenue Estimating Impact Conference Results, available at
http://edr.state.fl.us/Content/conferences/revenueimpact/archives/2017/ pdf/page248-249.pdf (last visited March 9, 2017).

2L The Fiscal Year 2017-2018 increase is larger than the recurring impact because it includes estimated payments for calendar
year 2018 premiums.
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VI.

VII.

VIII.

B. Private Sector Impact:

Consumers of communications services will pay less communications services tax
beginning July 1, 2017.

Some insurance companies will pay more insurance premium tax in the future.
C. Government Sector Impact:
None.
Technical Deficiencies:
None.
Related Issues:
None.
Statutes Affected:

The bill substantially amends the following sections of the Florida Statutes: 202.12, 202.12001,
202.18, 203.001, 212.20, 624.509, 624.5091, and 624.51055.

Additional Information:

A. Committee Substitute — Statement of Changes:
(Summarizing differences between the Committee Substitute and the prior version of the bill.)
None.

B. Amendments:
None.

This Senate Bill Analysis does not reflect the intent or official position of the bill’s introducer or the Florida Senate.
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By Senator Flores

39-00295C-17 2017378

A bill to be entitled
An act relating to taxation; amending s. 202.12, F.S.;
revising the tax rates on the sales of certain
communications services and direct-to-home satellite
services; amending s. 202.12001, F.S.; conforming a
provision to changes made by the act; making a
technical change; amending s. 202.18, F.S.; revising
the allocation of proceeds from the communications
services tax on direct-to-home satellite services;
amending s. 203.001, F.S.; conforming a provision to
changes made by the act; making a technical change;
amending s. 212.20, F.S.; revising the distribution of
proceeds from certain sales and use taxes and
communications services taxes to specified trust
funds; specifying requirements and procedures for a
communications services dealer that is unable to
implement the reduction in communications services tax
rates by a specified date; providing construction;
providing applicability; authorizing the executive
director of the Department of Revenue to adopt
emergency rules; providing an expiration date;
amending s. 624.509, F.S.; deleting the credit against
the insurance premium tax which is based on the amount
paid in salaries to certain employees within this
state; conforming provisions to changes made by the
act; amending ss. 624.5091 and 624.51055, F.S.;
conforming provisions to changes made by the act;

providing applicability; providing effective dates.
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Be It Enacted by the Legislature of the State of Florida:

Section 1. Effective July 1, 2017, paragraphs (a) and (b)
of subsection (1) of section 202.12, Florida Statutes, are
amended to read:

202.12 Sales of communications services.—The Legislature
finds that every person who engages in the business of selling
communications services at retail in this state is exercising a
taxable privilege. It is the intent of the Legislature that the
tax imposed by chapter 203 be administered as provided in this
chapter.

(1) For the exercise of such privilege, a tax is levied on
each taxable transaction and is due and payable as follows:

(a) Except as otherwise provided in this subsection, at the
rate of 2.92 4+92 percent applied to the sales price of the
communications service that:

1. Originates and terminates in this state, or

2. Originates or terminates in this state and is charged to

a service address in this state,

when sold at retail, computed on each taxable sale for the
purpose of remitting the tax due. The gross receipts tax imposed
by chapter 203 shall be collected on the same taxable
transactions and remitted with the tax imposed by this
paragraph. If no tax is imposed by this paragraph due to the
exemption provided under s. 202.125(1), the tax imposed by
chapter 203 shall nevertheless be collected and remitted in the

manner and at the time prescribed for tax collections and

remittances under this chapter.
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(b) At the rate of 7.07 887 percent applied to the retail
sales price of any direct-to-home satellite service received in
this state. The proceeds of the tax imposed under this paragraph
shall be accounted for and distributed in accordance with s.
202.18(2). The gross receipts tax imposed by chapter 203 shall
be collected on the same taxable transactions and remitted with
the tax imposed by this paragraph.

Section 2. Effective July 1, 2017, section 202.12001,
Florida Statutes, is amended to read:

202.12001 Combined rate for tax collected pursuant to ss.
202.12(1) (a) and 203.01(1) (b) .—In complying with ss. 1-3, ch.
2010-149, Laws of Florida, the dealer of communications
communieation services may collect a combined rate of 3.07 564
percent, composed of the 2.92 492 percent and 0.15 percent
rates required by ss. 202.12(1) (a) and 203.01(1) (b)3.,
respectively, if the provider properly reflects the tax
collected with respect to the two provisions as required in the
return to the department.

Section 3. Effective July 1, 2017, paragraph (b) of
subsection (2) of section 202.18, Florida Statutes, is amended
to read:

202.18 Allocation and disposition of tax proceeds.—The
proceeds of the communications services taxes remitted under
this chapter shall be treated as follows:

(2) The proceeds of the taxes remitted under s.
202.12 (1) (b) shall be allocated as follows:

(b) Forty-three and four-tenths Fifty—fiveand nine—tenths

percent of the remainder shall be allocated to the state and

distributed pursuant to s. 212.20(6), except that the proceeds
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allocated pursuant to s. 212.20(6) (d)2. shall be prorated to the
participating counties in the same proportion as that month’s
collection of the taxes and fees imposed pursuant to chapter 212
and paragraph (1) (b).

Section 4. Effective July 1, 2017, section 203.001, Florida
Statutes, is amended to read:

203.001 Combined rate for tax collected pursuant to ss.
202.12(1) (a) and 203.01(1) (b) .—In complying with ss. 1-3, ch.
2010-149, Laws of Florida, the dealer of communications
communiecation services may collect a combined rate of 3.07 567
percent, composed of the 2.92 492 percent and 0.15 percent
rates required by ss. 202.12(1) (a) and 203.01(1) (b)3.,
respectively, if the provider properly reflects the tax
collected with respect to the two provisions as required in the
return to the Department of Revenue.

Section 5. Effective July 1, 2017, paragraph (d) of
subsection (6) of section 212.20, Florida Statutes, is amended
to read:

212.20 Funds collected, disposition; additional powers of
department; operational expense; refund of taxes adjudicated
unconstitutionally collected.—

(6) Distribution of all proceeds under this chapter and ss.
202.18(1) (b) and (2) (b) and 203.01(1) (a)3. is as follows:

(d) The proceeds of all other taxes and fees imposed
pursuant to this chapter or remitted pursuant to s. 202.18(1) (b)
and (2) (b) shall be distributed as follows:

1. In any fiscal year, the greater of $500 million, minus

an amount equal to 4.6 percent of the proceeds of the taxes

collected pursuant to chapter 201, or 5.2 percent of all other
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117| taxes and fees imposed pursuant to this chapter or remitted 146| receive less than the amount due from the Revenue Sharing Trust
118| pursuant to s. 202.18(1) (b) and (2) (b) shall be deposited in 147| Fund for Municipalities and the former Municipal Financial
119| monthly installments into the General Revenue Fund. 148| Assistance Trust Fund in state fiscal year 1999-2000. If the
120 2. After the distribution under subparagraph 1., 9.0691 149| total proceeds to be distributed are less than the amount
121| $8<9744 percent of the amount remitted by a sales tax dealer 150 received in combination from the Revenue Sharing Trust Fund for
122 located within a participating county pursuant to s. 218.61 151| Municipalities and the former Municipal Financial Assistance
123| shall be transferred into the Local Government Half-cent Sales 152| Trust Fund in state fiscal year 1999-2000, each municipality
124| Tax Clearing Trust Fund. Beginning July 1, 2003, the amount to 153| shall receive an amount proportionate to the amount it was due
125| Dbe transferred shall be reduced by 0.1 percent, and the 154 in state fiscal year 1999-2000.
126 department shall distribute this amount to the Public Employees 155 6. Of the remaining proceeds:
127 Relations Commission Trust Fund less $5,000 each month, which 156 a. In each fiscal year, the sum of $29,915,500 shall be
128| shall be added to the amount calculated in subparagraph 3. and 157| divided into as many equal parts as there are counties in the
129 distributed accordingly. 158 state, and one part shall be distributed to each county. The
130 3. After the distribution under subparagraphs 1. and 2., 159| distribution among the several counties must begin each fiscal
131 0.0976 66966 percent shall be transferred to the Local 160 year on or before January 5th and continue monthly for a total
132 Government Half-cent Sales Tax Clearing Trust Fund and 161 of 4 months. If a local or special law required that any moneys
133| distributed pursuant to s. 218.65. 162| accruing to a county in fiscal year 1999-2000 under the then-
134 4. After the distributions under subparagraphs 1., 2., and 163| existing provisions of s. 550.135 be paid directly to the
135 3., 2.1022 268316 percent of the available proceeds shall be 164 district school board, special district, or a municipal
136 transferred monthly to the Revenue Sharing Trust Fund for 165 government, such payment must continue until the local or
137| Counties pursuant to s. 218.215. 166| special law is amended or repealed. The state covenants with
138 5. After the distributions under subparagraphs 1., 2., and 167| holders of bonds or other instruments of indebtedness issued by
139 3., 1.3792 13653 percent of the available proceeds shall be 168| 1local governments, special districts, or district school boards
140| transferred monthly to the Revenue Sharing Trust Fund for 169| before July 1, 2000, that it is not the intent of this
141| Municipalities pursuant to s. 218.215. If the total revenue to 170 subparagraph to adversely affect the rights of those holders or
142| be distributed pursuant to this subparagraph is at least as 171 relieve local governments, special districts, or district school
143| great as the amount due from the Revenue Sharing Trust Fund for 172| boards of the duty to meet their obligations as a result of
144| Municipalities and the former Municipal Financial Assistance 173| previous pledges or assignments or trusts entered into which
145| Trust Fund in state fiscal year 1999-2000, no municipality shall 174| obligated funds received from the distribution to county
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175| governments under then-existing s. 550.135. This distribution 204| distribution is subject to reduction pursuant to s. 288.1169. A
176 specifically is in lieu of funds distributed under s. 550.135 205 lump sum payment of $999,996 shall be made after certification
177 before July 1, 2000. 206 and before July 1, 2000.
178 b. The department shall distribute $166,667 monthly to each 207 e. The department shall distribute up to $83,333 monthly to
179| applicant certified as a facility for a new or retained 208| each certified applicant as defined in s. 288.11631 for a
180| professional sports franchise pursuant to s. 288.1162. Up to 209 facility used by a single spring training franchise, or up to
181 $41,667 shall be distributed monthly by the department to each 210 $166,667 monthly to each certified applicant as defined in s.
182 certified applicant as defined in s. 288.11621 for a facility 211 288.11631 for a facility used by more than one spring training
183 for a spring training franchise. However, not more than $416,670 212 franchise. Monthly distributions begin 60 days after such
184| may be distributed monthly in the aggregate to all certified 213 certification or July 1, 2016, whichever is later, and continue
185| applicants for facilities for spring training franchises. 214 for not more than 20 years to each certified applicant as
186| Distributions begin 60 days after such certification and 215| defined in s. 288.11631 for a facility used by a single spring
187 continue for not more than 30 years, except as otherwise 216 training franchise or not more than 25 years to each certified
188| provided in s. 288.11621. A certified applicant identified in 217 applicant as defined in s. 288.11631 for a facility used by more
189 this sub-subparagraph may not receive more in distributions than 218 than one spring training franchise. A certified applicant
190 expended by the applicant for the public purposes provided in s. 219 identified in this sub-subparagraph may not receive more in
191 288.1162(5) or s. 288.11621(3). 220 distributions than expended by the applicant for the public
192 c. Beginning 30 days after notice by the Department of 221| purposes provided in s. 288.11631(3).
193| Economic Opportunity to the Department of Revenue that an 222 f. Beginning 45 days after notice by the Department of
194| applicant has been certified as the professional golf hall of 223| Economic Opportunity to the Department of Revenue that an
195| fame pursuant to s. 288.1168 and is open to the public, $166,667 224| applicant has been approved by the Legislature and certified by
196| shall be distributed monthly, for up to 300 months, to the 225| the Department of Economic Opportunity under s. 288.11625 or
197| applicant. 226| upon a date specified by the Department of Economic Opportunity
198 d. Beginning 30 days after notice by the Department of 227| as provided under s. 288.11625(6) (d), the department shall
199| Economic Opportunity to the Department of Revenue that the 228| distribute each month an amount equal to one-twelfth of the
200| applicant has been certified as the International Game Fish 229| annual distribution amount certified by the Department of
201| Association World Center facility pursuant to s. 288.1169, and 230| Economic Opportunity for the applicant. The department may not
202 the facility is open to the public, $83,333 shall be distributed 231 distribute more than $7 million in the 2014-2015 fiscal year or
203| monthly, for up to 168 months, to the applicant. This 232| more than $13 million annually thereafter under this sub-
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233| subparagraph. 262| taxable communications services transactions on bills dated on
234 g. Beginning December 1, 2015, and ending June 30, 2016, 263 or after July 1, 2017.

235 the department shall distribute $26,286 monthly to the State 264 Section 8. (1) The executive director of the Department of

236 Transportation Trust Fund. Beginning July 1, 2016, the 265 Revenue 1is authorized, and all conditions are deemed to be met,

237 department shall distribute $15,333 monthly to the State 266 to adopt emergency rules pursuant to s. 120.54(4), Florida

238 Transportation Trust Fund. 267 Statutes, for the purpose of implementing the amendments made by

239 7. All other proceeds must remain in the General Revenue 268 this act to s. 202.12, Florida Statutes.

240 Fund. 269 (2) Notwithstanding any other provision of law, emergency

241 Section 6. If a communications services dealer is unable to 270 rules adopted pursuant to subsection (1) are effective for 6

242 implement the reduction in communications services tax rates 271| months after adoption and may be renewed during the pendency of

243 specified in s. 202.12(1) (a) and (b), Florida Statutes, as 272 procedures to adopt permanent rules addressing the subject of

244| amended by this act, by July 1, 2017, the dealer must remit all 273| the emergency rules.

245 taxes collected at the previous rate during the implementation 274 (3) This section expires July 1, 2020.

246| period to the Department of Revenue, and: 275 Section 9. Subsections (5) through (9) of section 624.5009,

247 (1) Must begin collecting tax at the rates specified in s. 276 Florida Statutes, are amended to read:

248 202.12(1) (a) and (b), Florida Statutes, as amended by this act, 277 624.509 Premium tax; rate and computation.—

249 Dby October 1, 2017. 278 {SH+art=—Ther ratt—be—alt d—a—eredit—against—the net

250 (2) Must credit each customer the amount of any tax 279| +tax—imposedbythis secetion egual—teo 15 perecent—of the amount

251 collected on bills dated on or after July 1, 2017, which exceeds 280| poitdPby o —nasurer in salaries—+£ et toecated—er—Pased

252 the tax due under s. 202.12(a) and (b), Florida Statutes, as 281 vithin—thi tate—and—who—axr red—by—theprovisien £

253| amended by this act. Such credit must be provided to each 282| <ehapter 443+

254| affected customer’s account by March 1, 2018. The inability of a 283 = ar—atterpats to—th redit—all d—in—subparagraph

255| communications services provider to provide a credit to a 284

256| customer’s account due to the customer’s termination of services 285

257 does not create a cause of action against the provider. 286

258 (3) May take a credit on its communications services tax 287

259| return for the amounts that have been credited to customers. 288 mproyees—of—the affiliated group—of rporations—who—perform

260 Section 7. The amendments made by this act to ss. 289 iasuran related—activities——are tocatedor pased—within thi

261 202.12(1), 202.12001, and 203.001, Florida Statutes, apply to 290 tate,—and—ar red—by—<chapter—44 For—purp £ thi
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407| pursuant to s. 440.51. 436 (7)48)» The premium tax authorized by this section may not
408 o—TFo—tH tent—that—an redits—granted Py sub tien 437 be imposed on:
409 {(5)—remain—as—a resuttof the limitation tforth in paragraph 438 (a) Any portion of the title insurance premium, as defined
410 fa——sueh s—eredits—related—to—salaries—and—wag £ 439 in s. 627.7711, retained by a title insurance agent or agency.
411 e 2 e £ employment3s loecated within—an 440 It is the intent of the Legislature that this exemption be
412 rEerpr: Fr regted—purstant—t rapter 290—may b 441 contingent on title insurers adding employees to their payroll.
413| <«ransferred;—inanaggregate amountnot—+£ &—25—pereent—of 442| This paragraph expires December 31, 2017, unless the Department
414 weh stary—eredits,—to—any insurer that is o member —of 443 of Economic Opportunity determines that title insurers holding a
415| amx—affiliastedgroup—of rporations——as—defined3n—sub 444| wvalid certificate of authority as of July 1, 2014, have added,
416| subparsgraph A(S5{(bH4a—that Sncludes the origirnal—3rsuresr 445 in aggregate, at least 600 Florida-based full-time equivalent
417 | ewatifyingfor—th redits—under sub tion—{5)+—The —ameun £ 446| positions above those existing on July 1, 2014, including
418 wek redits—tebe transferred—shall$ ateutatedby 447 positions obtained from a temporary employment agency or
419 muttiptyirg—the amountof sueh s—eredits by o fractien,—th 448 employee leasing company or through a union agreement or
420 rumerateor—of which +s—+th ar—of—th atart guatifying—for—+th 449 coemployment under a professional employer organization
421 redit—allowedb b tion—5)—of—empt pla £ 450| agreement by July 1, 2017. For purposes of this paragraph, the
422 metoyment—isteoeated iranenterpris re—ard—the denominateor 451 term “full-time equivalent position” means a position in which
423 f—whieh3s—+h urm—of—th atari suatifying—feor—th redit 452 the employee works an average of at least 36 hours per week each
424 attewed by subseetion 5y Any such transferred—ereditsshaltl be 453 month.
425 gbiect—+to—the same provisionsand imitatien t—forthwithin 454 1. The Department of Economic Opportunity may verify
426| part—iY—ef—tht hapter—Ttheprovisier £ this paragraphdernet 455| information provided by title insurers concerning additional
427| appryteo—an affiliated groupof corporations—that participate—in 456| positions created with any appropriate agency or authority,
428| = mRon—paymaster arrangement asdefined in 54431216 457 including the Department of Revenue.
429 (6) 4% Credits and deductions against the tax imposed by 458 2. To facilitate verification of additional positions
430 this section shall be taken in the following order: deductions 459| created by title insurers, the Department of Economic
431 for assessments made pursuant to s. 440.51; credits for taxes 460| Opportunity may provide a list of employees holding additional
432| paid under ss. 175.101 and 185.08; credits for income taxes paid 461| positions created by title insurers to any appropriate agency or
433| wunder chapter 220 and—the—eredit—allowedunder—subseetion—5), 462| authority, including the Department of Revenue.
434| as these credits are limited by subsection (5) +6); and all 463 3. The Department of Economic Opportunity shall submit such
435 other available credits and deductions. 464 determination to the President of the Senate, the Speaker of the
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465| House of Representatives, and the Department of Revenue by 494 fines, penalties, deposit requirements, or other material
466| October 1, 2017. 495| obligations, prohibitions, or restrictions of whatever kind
467 (b) Receipts of annuity premiums or considerations paid by 496 shall be imposed by the Department of Revenue upon the insurers,
468| holders in this state if the tax savings derived are credited to 497| or upon the agents or representatives of such insurers, of such
469| the annuity holders. Upon request by the Department of Revenue, 498| other state or country doing business or seeking to do business
470 an insurer availing itself of this provision shall submit to the 499| in this state. Ir—det ining—the+ta to—be—imp d—under—thi
471| department evidence that establishes that the tax savings 500 tion—80percentand aportionof the remaining 20 pereent—as
472 derived have been credited to annuity holders. As used in this 501 provided—inparagraph—{br—ofth redit—provided P
473| paragraph, the term “holders” includes employers contributing to 502 62450045 —as—timited Py 56245006 —andfurther determined
474 an employee’s pension, annuity, or profit-sharing plan. 503| by —s+—%624-509{F)+—shalt reotbetakenintoconsideration~
475 (8)49)% As used in this section, “insurer” includes any 504 o) wsed—ia—thi b tion—the—term—portion—of—th
476| entity subject to the tax imposed by this section. 505| remaining20perecent’—shallb atevlatedby muttiplying—th
477 Section 10. Subsection (1) of section 624.5091, Florida 506 remaTRing 2b—perecent by o traetion, the pumerater of which 3
478 Statutes, is amended to read: 507 th um—of—th atart guatifying—for—th redit—att by
479 624.5091 Retaliatory provision, insurers.— 508 624-5084{5)—of—employ whr pla femployment—is—Jtecated—in
480 (1)42)> When by or pursuant to the laws of any other state 509 aR—erpterprt = reated—pursuant—t Fapter 290—and—th
481| or foreign country any taxes, licenses, and other fees, in the 510| denpeominaterofwhich ds+th um—of—th adari quatifying—for
482| aggregate, and any fines, penalties, deposit requirements, or 511| +he—eredit—altlowed by s+—624-560(5~
483| other material obligations, prohibitions, or restrictions are or 512 Section 11. Subsection (1) of section 624.51055, Florida
484| would be imposed upon Florida insurers or upon the agents or 513| Statutes, is amended to read:
485| representatives of such insurers, which are in excess of such 514 624.51055 Credit for contributions to eligible nonprofit
486 taxes, licenses, and other fees, in the aggregate, or which are 515 scholarship-funding organizations.—
487 in excess of the fines, penalties, deposit requirements, or 516 (1) There is allowed a credit of 100 percent of an eligible
488| other obligations, prohibitions, or restrictions directly 517 contribution made to an eligible nonprofit scholarship-funding
489| imposed upon similar insurers, or upon the agents or 518| organization under s. 1002.395 against any tax due for a taxable
490 representatives of such insurers, of such other state or country 519 year under s. 624.509(1) after deducting from such tax
491| wunder the statutes of this state, so long as such laws of such 520| deductions for assessments made pursuant to s. 440.51; credits
492 other state or country continue in force or are so applied, the 521 for taxes paid under ss. 175.101 and 185.08; and credits for
493| same taxes, licenses, and other fees, in the aggregate, or 522 income taxes paid under chapter 220;+—and—the—eredit—altlowed
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wader—s+—624-50945), as sueh—eredit—3is limited by s. 624.509(5)
5+—624-50046). An insurer claiming a credit against premium tax
liability under this section shall not be required to pay any
additional retaliatory tax levied pursuant to s. 624.5091 as a
result of claiming such credit. Section 624.5091 does not limit
such credit in any manner.

Section 12. The amendments made by this act to ss. 624.509,

624.5091, and 624.51055, Florida Statutes, apply to the tax

imposed on premiums received after December 31, 2016.

Section 13. Except as otherwise expressly provided in this

act, this act shall take effect upon becoming a law.
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The Florida Senate
Committee Agenda Request

To: Senator Keili Stargel, Chair
Appropriations Subcommittee on Finance and Tax

Subject: Committee Agenda Request

Date: March 7, 2017

I respectfully request that Senate Bill #378, relating to Taxation, be placed on the:
] committee agenda at your eatliest possible convenience.

DX rext committee agenda.

Senator Anitere Flores
Florida Senate, District 39



The Florida Senate

BILL ANALYSIS AND FISCAL IMPACT STATEMENT

(This document is based on the provisions contained in the legislation as of the latest date listed below.)

Prepared By: The Professional Staff of the Appropriations Subcommittee on Finance and Tax

BILL:

SB 1156

INTRODUCER:  Senator Stargel

SUBJECT: Corporate Income Tax
DATE: March 14, 2017 REVISED:
ANALYST STAFF DIRECTOR REFERENCE ACTION
1. Babin Diez-Arguelles AFT Recommend: Favorable
2. AP
Summary:

SB 1156 updates Florida’s corporate Income Tax Code by adopting the Internal Revenue Code
in effect on January 1, 2017.

The bill takes effect upon becoming law and operates retroactively to January 1, 2017.

The Revenue Estimating Conference has estimated that the bill will have an indeterminate
impact on General Revenue collections.

Present Situation:

Florida imposes a 5.5 percent tax on the taxable income of corporations and financial institutions
doing business in Florida.! The determination of taxable income for Florida tax purposes begins
with the taxable income determined for federal income tax purposes.? Additional adjustments are
then made to determine Florida’s taxable income. By starting with federal taxable income,
Florida eases the administrative burden on Florida taxpayers.

Florida maintains this relationship with the federal Internal Revenue Code by each year adopting
the federal Internal Revenue Code as it exists on January 1 of the year. By doing this, Florida
adopts any changes that were made in the previous year to the determination of federal taxable
income.

Effect of Proposed Changes:
The bill updates Florida’s corporate Income Tax Code to reflect changes in the federal Internal

Revenue Code. The bill takes effect upon becoming a law and operates retroactively to January
1, 2017.

! Sections 220.11(2) and 220.63(2), F.S.
2 See generally s. 220.13(2), F.S.
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V. Constitutional Issues:

A. Municipality/County Mandates Restrictions:
None.

B. Public Records/Open Meetings Issues:
None.

C. Trust Funds Restrictions:
None.

V. Fiscal Impact Statement:
A. Tax/Fee Issues:

The Revenue Estimating Conference has estimated that the bill will have an
indeterminate impact on General Revenue collections.

B. Private Sector Impact:

By adopting recent changes to the Internal Revenue Code, Florida provides consistent tax
treatment for Florida corporate taxpayers.

C. Government Sector Impact:
None.
VI. Technical Deficiencies:
None.
VII. Related Issues:
None.
VIII. Statutes Affected:

The bill substantially amends section 220.03 of the Florida Statutes.
IX. Additional Information:

A. Committee Substitute — Statement of Changes:
(Summarizing differences between the Committee Substitute and the prior version of the bill.)

None.
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B. Amendments:

None.

This Senate Bill Analysis does not reflect the intent or official position of the bill’s introducer or the Florida Senate.
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By Senator Stargel

22-00747A-17 20171156

A bill to be entitled
An act relating to the corporate income tax; amending
s. 220.03, F.S.; adopting the 2017 version of the
Internal Revenue Code; providing retroactive

operation; providing an effective date.

Be It Enacted by the Legislature of the State of Florida:

Section 1. Paragraph (n) of subsection (1) and paragraph
(c) of subsection (2) of section 220.03, Florida Statutes, are
amended to read:

220.03 Definitions.—

(1) SPECIFIC TERMS.—When used in this code, and when not
otherwise distinctly expressed or manifestly incompatible with
the intent thereof, the following terms shall have the following
meanings:

(n) “Internal Revenue Code” means the United States
Internal Revenue Code of 1986, as amended and in effect on
January 1, 2017 2636, except as provided in subsection (3).

(2) DEFINITIONAL RULES.—When used in this code and neither
otherwise distinctly expressed nor manifestly incompatible with
the intent thereof:

(c) Any term used in this code has the same meaning as when
used in a comparable context in the Internal Revenue Code and
other statutes of the United States relating to federal income
taxes, as such code and statutes are in effect on January 1,
2017 26+6. However, if subsection (3) is implemented, the

meaning of a term shall be taken at the time the term is applied

under this code.
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Section 2. This act shall take effect upon becoming a law

and operate retroactively to January 1,
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THE FLORIDA SENATE
COMMITTEES:

Tallahassee, Florida 32399-1100 Appropriations Subcarmmittee on Finance and Tax
Approprialions Subcommittee on General Government
Children, Families, and Eider Affairs
Communications, Energy, and Public Utilities
Community Affairs

JOINT COMMITTEE:
Joint Administrative Procedures Committee

SENATOR DAPHNE CAMPBELL
38th District

March 15, 2017

The Honorable Kelli Stargel
207 The Capitol

404 South Monroe Street
Tallahassee, F1. 32399-1100

Dear Chair Stargel,

I'would like to respectfully inform you that T was unable to attend the Appropriations
Subcommittee on Finance and Tax committee meeting scheduled for Wednesday, March 15,
2017. Please have this letter serve as my excuse for not attending due to my unforeseen illness.
Should you require additional information, please do not hesitate to contact my office. Thank

you kindly! -

Sincerely,

Daphne Campbell, RN
State Senator, District 38

CC: Jose Diez-Arguelles, Lynn Wells

x/J; i S

REPLY TO:
0 633 N.E. 167th Street, Suite 1101, North Miami Beach, Florida 33162 (305) 483-6002
Ef 218 Senate Office Building, 404 South Monroe Street, Tallahassee, Florida 32395-1160 (850) 487-5038

Senate's Website: www.flsenate.gov

JOE NEGRON ANITERE FLORES
President of the Senate President Pro Tempore



Please reply to:

The F].Ofida Senate 0 District Office:
State Senator René Garcia 1490 West 68 Strect
36t District Suite # 201

Hialeah, FL. 33014
Phene#f (305) 364-3100

March 15, 2017

The Honorable Kelli Stargel
207 The Capitol

404 South Monroe Street
Tallahassee, FL 32399-1100

Dear Chair Stargel

Due to a prearranged commitment, | was unable to attend the Appropriations Subcommittee on
Finance and Tax, scheduled for Wednesday, March 15, 2017. Please have this letier serve as my
excuse for not attending because I was presenting a bill in another committee. Should you
require additional information, please do not hesitate to contact my staff. Thank you!

Sincerely,

Rene Garcia
State Senator
36" District

cc: Jose Diez-Arguelles, Lynn Wells

X st

Chair: Children, Families, and Elder Affairs Vice Chair: Appropriations Subcommitiee on Finance and Tax
Committees: Banking and Insurance, Judiciary and Appropdations $ubcommittee on General Government
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