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l. Summary:

This bill authorizes consolidated governments to impose the insurance premium tax on policies
covering property within one or more incorporated areas within the consolidated government.

This bill amends the following sections of the Florida Statutes: ss. 175.041 and 175.101.
Il. Present Situation:

Firefighter Pensions

Chapter 175, F.S., establishes a uniform retirement system for firefighters employed by FHorida
municipdities and specid didricts. This chapter provides for two types of plans. “Chapter”

plans, which are plans that meet the minimum provisions of the chapter, and “loca law” plans,
which are plans created by specia act or local ordinance that may or may not be required to meet
the minimum standards st forth in the chapter.

Most Horidafirefighters participate in these plans. Statewide, about 11 cities have chapter plans
and 171 citieshave loca law plansfor firefighters under chapter 175, F.S.

Funding for the pension plans are provided, in part, by net proceeds from an excise tax levied by
the city upon property and casuaty insurance companies (known as the “premium tax”). Chapter
175, F.S.,, was origindly enacted in 1939 to provide this incentive -- access to premium tax
revenues -- to FHorida cities to encourage them to establish retirement plansfor firefighters.
Specid fire control districts became eligible to participate under chapter 175, F.S., in 1993. To
qualify for premium tax revenues, plans must meet requirements of chapter 175, F.S.
Responghility for overseeing and monitoring these plans lies with the Divison of Retirement of
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the Department of Management Services, but day-to-day operational control rests with local
boards of trustees.

Insurance Premium Taxes

The Florida Insurance Code is found in ch. 624, F.S. The State imposes atax on insurance
premiumsin s. 624.509, F.S. In FY 1999/00, the state collected $392.9 million from the
insurance premium tax. Subsection 624.509(7), F.S., dlowsfor atax credit againg the Sate
insurance premium tax for the municipa and specid digtrict insurance premium tax imposed
under s. 175.101, F.S.

Section 175.101, F.S., authorizes municipalities and specid fire control districts with firefighter
pengon plans established and regulated under ch. 175, F.S,, to impose an excise tax (1.85%) on
the gross receipts of premiums on property insurance policies covering property within their
politica jurisdictions. The tax cannot be imposed outside the municipa boundary, even if the
municipdity is providing services in those areas. Additiondly, s. 175.041, F.S,, provides that the
tax may not be imposed in (1) the unincorporated areas of any county or counties except with
respect to specid fire control digtricts that include unincorporated aress, or (2) by any
governmenta entity whose firefighters are digible to participate in the Florida Retirement

System.

The Department of Revenue collects both the state and locd tax from insurance carriers and
digtributes the loca tax proceeds to quaified municipalities and specid didricts. In FY 1999/00,
DOR digtributed $85.7 million to municipdities and specid didtricts levying the tax.

In 1999, four citiesin Duvad County had ch. 175, F.S., pension plans and levied the insurance
premium tax: Atlantic Beach ($65,985 in proceeds); Jacksonville ($1,963,442 in proceeds);
Jacksonville Beach ($154,269 in proceeds); and Neptune Beach ($31,914 in proceeds). In 2000,
Jacksonville assumed fire protection responghbilities for Atlantic Beach and Neptune Beach.
Conseguently, these cities no longer qudified to levy the insurance premium tax. Jacksonvilleis
indigible to levy the tax in the cities of Atlantic Beach and Neptune Beach because s. 175.041,
F.S,, regtrictsthe levy to the areas within the municipal boundary. The City of Jacksonville

Beach continues to maintain its own municipd fire department and receives state premium tax
revenues as a participating municipaity. The Town of Badwin does not haveach. 175, F.S,,
pension plan for firefighters and, consequently, does not levy the tax.

Consolidated City/County Gover nment

Section 3, Art. VIII of the State Condtitution, authorizes the governments of a county and one or
more municipdities located within the county to be consolidated into asingle government. The
consolidation plan may be proposed only by specid law, which will become effective if
approved by vote of the eectors of the county, or of the county and municipdities affected, as
gpecified in the plan.

Section 6(e), Art. VIII of the State Congtitution, provides that the consolidated governments
adopted under the 1885 State Condtitution, as amended, remain “in full force and effect. .. until
that county shal expresdy adopt a charter or homerule plan” pursuant to Article VIII. This
provision recognizes the consolidated municipa corporation of the City of Jacksonville and
Duvd County, and the home rule charter of government for Dade County.
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[I. Effect of Proposed Changes:

Section 1 amends s. 175.041, F.S,, to authorize consolidated governments which are “ made up of
aformer county and one or more municipdities, consolidated pursuant to the authority ins. 3,

Art. VIII, or s. 6(e), Art. VIII of the State Condtitution,” to enact an ordinance imposing the
insurance premium tax on other citiesin the county. Such consolidated governments must then
notify the Division of Retirement (divison) of the Department of Management Servicesthat it

has entered into an interloca agreement to provide fire services to amunicipdity withinits
boundaries. Upon being provided copies of the interloca agreement and the municipa ordinance
levying the tax, the divison may digtribute any premium taxes reported for the municipdity to

the consolidated government as long as the interlocal agreement isin effect.

Section 2 amends s. 175.101, F.S,, to apply this section of the statute to

“any municipaity congsting of a sngle consolidated government which is made up of a
former county and one or more municipdities, consolidated pursuant to the authority ins.
3, Art. VIII, or s. 6(e), Art. VIII of the State Condtitution, and to property insurance
policies covering property within the boundaries of the consolidated government,
regardless of whether the properties are located within one or more separately
incorporated areas within the consolidated government, provided the properties are being
provided fire protection services by the consolidated government.”

The City of Jacksonville is the only municipdity in the state that currently qudifies under these
specifications, and the city provides fire protection services for the cities of Atlantic Beach and
Neptune Beach. Therefore, this provison would alow the City of Jacksonville to impose the
insurance premium tax in the cities of Atlantic Beach and Neptune Beach.

Section 3 providesthat the bill becomes effective upon becoming alaw.

V. Constitutional Issues:

A. Municipality/County Mandates Restrictions:

None.

B. Public Records/Open Meetings Issues:
None.

C. Trust Funds Restrictions:

None.
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V.

VI.

VII.

VIII.

Economic Impact and Fiscal Note:

A. Tax/Fee Issues:

This proposal would shift gpproximately $100,000 annudly in insurance tax premiums
from the gtate to the City of Jacksonville.

B. Private Sector Impact:

Insurance carriers in Atlantic Beach and Neptune Beach will receive a credit on the state
insurance premium tax for loca insurance premium taxes paid to the City of Jacksonville.

C. Government Sector Impact:
None.

Technical Deficiencies:

None.

Related Issues:

None.

Amendments:

None.

This Senate staff analysis does not reflect the intent or officid position of the bill’ s sponsor or the Florida Senate.




