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(1) BUSINESS DEVELOPMENT & INTERNATIONAL TRADE
(2) FINANCE & TAXATION
(3) TRANSPORTATION & ECONOMIC DEVELOPMENT APPROPRIATIONS
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(5)

I. SUMMARY:

The bill would provide an unemployment compensation tax reduction during the calendar year
2001.   New employer tax rates would be reduced from 2.7 percent to 2.0 percent and rated
employer tax rates would be reduced by 0.5 percent, except those employers who have been
assigned a tax rate of 5.4 percent or higher for more than 36 months. 

The projected fiscal impact for fiscal year 2000-01 is ($105 million).  The projected fiscal impact
for fiscal year 2001-02 is ($87 million). (See fiscal analysis sections III. A. & C.) 

The effective date of the bill is July 1, 2000.
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II. SUBSTANTIVE ANALYSIS:

A. DOES THE BILL SUPPORT THE FOLLOWING PRINCIPLES:

1. Less Government Yes [] No [] N/A [x]

2. Lower Taxes Yes [x] No [] N/A []

3. Individual Freedom Yes [] No [] N/A [x]

4. Personal Responsibility Yes [] No [] N/A [x]

5. Family Empowerment Yes [] No [] N/A [x]

For any principle that received a "no" above, please explain:

B. PRESENT SITUATION:

Unemployment Contributions (Taxes)

Chapter 443, Florida Statutes, the Unemployment Compensation Law, is administered by
the Florida Department of Labor and Employment Security, Division of Unemployment
Compensation.  One of the division’s primary responsibilities is collecting state
unemployment compensation taxes which are immediately deposited into the U.S. Treasury
where they are held in trust solely for the payment of unemployment benefits.

The standard tax rate is set at 5.4 percent for the first $7,000 in wages paid to each
employee.  New employers, however, are taxed at the initial rate of 2.7 percent until they
have been in existence for a sufficient time period and have met the other requirements for
experience rating.  Tax rates for experience-rated employers may be reduced from the
standard rate based on their experience with unemployment.  Generally, the more benefits
paid to an employer’s former workers, the higher the employer’s tax rates, and vice versa. 
The minimum tax rate is statutorily set at 0.1 percent.

Employers pay taxes 30 days after the end of a calendar quarter.  Therefore, taxes for the
fourth quarter of a year are not due until January 30 of the following year.  Because taxes
are due only on the first $7,000 of an insured worker’s wages, tax collections are greatest
for the first and second calendar quarters which are received by the division during the
second and third quarters of the calendar year.

The 1997 Legislature enacted a one-year tax reduction (Chapter 97-29, Laws of Florida) to
be applied during the 1998 calendar year.  The legislation called for a 0.5 percent reduction
for experience-rated employers, except those having an assigned rate of 5.4 percent or
greater for more than 36 months.  New employer tax rates were also reduced from 2.7
percent to 2.0 percent.  The tax cut was projected to reduce state unemployment tax
collections by roughly $162 million for the 1998 calendar year.  The actual impact of the tax
cut resulted in reduced collections of $171,433,734 from the receipts for 1997.  

The 1999 Legislature implemented the same tax reduction for the 2000 calendar year.  The
tax cut for 2000 is projected to result in reduced tax collections of $187 million, $103 million
in fiscal year 1999-00 and $84 million in fiscal year 2000-01.
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C. EFFECT OF PROPOSED CHANGES:

The bill would reduce employers’ unemployment contributions during calendar year 2001. 
New employer tax rates would be reduced from the initial rate of 2.7 percent to 2.0 percent. 
Experience-rated employer tax rates would be reduced by 0.5 percent, with the exception of
those employers who have been assigned a tax rate of 5.4 percent or higher for more than
36 months.

D. SECTION-BY-SECTION ANALYSIS:

This section need be completed only in the discretion of the Committee.

III. FISCAL ANALYSIS & ECONOMIC IMPACT STATEMENT:

A. FISCAL IMPACT ON STATE GOVERNMENT:

1. Revenues:

This bill would reduce the Unemployment Compensation Trust Fund an estimated
($105 million) in FY 2000-01 and ($87 million) in FY 2001-02. 

2. Expenditures:

None. 

B. FISCAL IMPACT ON LOCAL GOVERNMENTS:

1. Revenues:

None.

2. Expenditures:

None.

C. DIRECT ECONOMIC IMPACT ON PRIVATE SECTOR:

Private employers would receive a short-term benefit by having their unemployment taxes
reduced for a year. 

D. FISCAL COMMENTS:

None.
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IV. CONSEQUENCES OF ARTICLE VII, SECTION 18 OF THE FLORIDA CONSTITUTION:

A. APPLICABILITY OF THE MANDATES PROVISION:

The bill does not require counties or municipalities to spend funds or to take an action
requiring the expenditure of funds.

B. REDUCTION OF REVENUE RAISING AUTHORITY:

The bill does not reduce the revenue raising authority of a county or municipality.

C. REDUCTION OF STATE TAX SHARED WITH COUNTIES AND MUNICIPALITIES:

The bill does not reduce the state tax shared with counties and municipalities. 

V. COMMENTS:

A. CONSTITUTIONAL ISSUES:

None.

B. RULE-MAKING AUTHORITY:

This bill does not address rulemaking authority.

C. OTHER COMMENTS:

According to the division, repeating the tax reduction in calendar year 2001 could adversely
affect the benefit trust fund’s ability to pay benefits during an economic downturn.  

The division also points out that the tax reduction may also negatively impact the trust
fund’s balance trigger, which would result in higher tax rates.  Section 443.131(3)(e)1.c.,
F.S., provides that when the balance of the Unemployment Compensation Trust Fund is
less than four percent of the state’s taxable payrolls, a positive adjustment factor will be
computed and included in the variable adjustment factor used in computing the tax rates for
all experience rated employer accounts.  The adjustment remains in effect for every year
that the fund balance is below four percent.  The effect of this adjustment is to raise the tax
rates for all rated employers who are below the maximum rate until such year as the fund
balance is again equal to or greater than four percent of the state’s taxable payrolls. 

VI. AMENDMENTS OR COMMITTEE SUBSTITUTE CHANGES:

None.
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VII. SIGNATURES:

COMMITTEE ON BUSINESS DEVELOPMENT & INTERNATIONAL TRADE:
Prepared by: Staff Director:

Jill F. Turman J. Paul Whitfield, Jr.


