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l. Summary:

This bill makes the following changes to current law regarding the tax on intangible persond
property-

Theintangible tax rate is lowered to .5 mill from 1 mill.

To retain the inducement for investing in a Horida s Future Investment Fund, the
intangible tax rate on securities in such afund is lowered to .35 mill from .85 mill when
the average daily baance in such funds exceeds $2 billion and to .20 mill from .70 mill
when the average daily balance exceeds $5 hillion.

This bill subgtantialy amends the following sections of the Horida Statutes: 199.032 and
199.033.

Il. Present Situation:

Tax on Intangible Personal Property

Florida stax on intangible personal property was enacted in 1931, and it isatax on “dl persona
property which isnot in itsdf intringcaly vauable, but which derivesits chief vaue from thet
which it represents.” (s. 199.023(1), F.S.) Taxable intangible persond property includes, among
other things, stocks, bonds, notes, other obligations to pay money, and accounts receivable. (s.
199.023, F.S)

Theintangible tax is paid annudly and is based on the vaue of assets as of January 1. (s.
199.103, F.S.) Thereturn is due by June 30, with discounts for early payment. (s. 199.042, F.S))
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Thetax ispaid by dl “persons’ (natural and non-naturd), which term includes any individud,
firm, partnership, joint adventure, syndicate, or other group or combination acting as a unit,
association, corporation, estate, trust, business trugt, trustee, persona representative, receiver, or
other fiduciary, unless such persons are exempted from the tax. (s. 199.023(3), F.S.) The tax
must be paid by al corporations that own, control, or manage intangible persond property that
has a taxable situs within the sate. (s. 199.052(1), F.S))

Thetax iscapped a 2 millsby Article VI, Section 2, of the Forida Congtitution. Section
199.032, F.S,, provides that intangible persona property with ataxable stusin this state is taxed
at 1 mill on each dallar of just vauation. Section 199.033, F.S., provides that securitiesin a
Florida s Future Investment Fund are taxed at arate of .85 mill when the average daily baance
in such funds exceeds $2 million and at the rate of .70 mill when the average daily baancein
such funds exceeds $5 hillion.

The intangible tax rate was increased from 1 mill to 1.5 millsin 1990, and it was increased to 2
millsin 1992. In more recent years, the Legidature has enacted a number of revisonsto the tax
on intangible persond property:

Theintangible tax rate was lowered from 2 millsto 1.5 millsin 1999. (ch. 99-242, L.O.F.)
During the 2000 legidative session, the tax rate was lowered to 1 mill. (ch. 2000-173,
L.O.F)

To retain the inducement for investing in a Horida s Future Investment Fund, in 2000 the
intangible tax rate on securities in such afund was lowered to .85 mill from 1.35 mills
when the average daily balance in the funds exceeds $2 billion and to .70 mill from 1.2
mills when the average daily balance exceeds $5 billion. (ch. 2000-173, L.O.F.)

In 1998, the Legidature exempted from intangible tax one-third of the vaue of accounts
recaivable. (ch. 98-132, L.O.F.)

The exemption for accounts receivable was increased to two-thirdsin 1999. (ch. 99-242,
L.O.F)

The vaue of accounts receivable was exempted from the tax atogether in 2000. (ch.
2000-173,L.O.F.)

The sharing of intangible tax revenues with the counties was repeded in 2000. (ch. 2000-
173, L.O.F)

The term “accounts recelvable’ is defined as “a business debt that is owed by another to the
taxpayer or the taxpayer’ s assignee in the ordinary course of trade or business and is not
supported by negotiable instruments.” (s. 199.185(1)(1), F.S.) The statute provides that accounts
receivable “include, but are not limited to, credit card receivables, charge card receivables, credit
receivables, margin recelvables, inventory or other floor plan financing, lease payments past due,
conditiona sales contracts, retail installment sales agreements, financing lease contracts, and a
clam againg a debtor usudly arising from sales or services rendered and which is not

necessarily due or past due.” (s. 199.185(2)(1), F.S.)
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Florida' s Future I nvestment Funds

In 1997, the L egidature created a program designed to encourage the business community to
contribute to specia state-gponsored investment funds, which, in turn, would provide financid
support for computers, computer technology, training in computer education, and scholarships
for business-related careers for the education system. The investment funds were to be known as
“Florida s Future Investment Funds.” (See s. 1, ch. 97-188, L.O.F.) The law specified that the
intangibles tax rate on securitiesin aHorida s Future Investment Fund would be 1.85 millswhen
the average daily balance in such funds exceeds $2 hillion and 1.70 mills when the average daily
balance exceeds $5 hillion. The tax rate was lowered in 1999 (s. 2, ch. 99-242, L.O.F.) and in
2000 (s. 3, ch. 2000-173, L.O.F.) to the current level of .85 mill and .70 mill, respectively. (s.
199.033, F.S)

Effect of Proposed Changes:

Thishill lowersthetax rateto .5 mill — from the current rate of 1 mill — on each dollar of the just
vauation of intangible persond property that has ataxable Stusin this sate. (s. 199.032, F.S))

This bill dso lowers the intangible tax rate on securities in a Florida s Future Investment Fund to
.35 mill (from .85 mill) when the average daily balance in such funds is greater than $2 billion
and to .20 mill (from .70 mill) when the average daily baance is grester than $5 billion.

The changes made by this bill to the intangible tax rate take effect July 1, 2001, and apply to tax
years beginning after December 31, 2001.

Constitutional Issues:

A. Municipality/County Mandates Restrictions:
None. Chapter 2000-173, L.O.F., repedled the sharing of intangible tax revenues with the
counties. The law provided that an additiona 2.25 percent of the available proceeds shdl be

transferred from sales and use tax collections to the Revenue Sharing Trust Fund for
Counties. (See ss. 8-9, ch. 2000-173, L.O.F.)

B. Public Records/Open Meetings Issues:
None.

C. Trust Funds Restrictions:
None.

Economic Impact and Fiscal Note:

A. Tax/Fee Issues:

The Revenue Estimating Conference has not established a projected revenue impact
associated with this specific bill; however, it has done so for House Bill (HB) 21, whichis
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VI.

VII.

VIILI.

smilar to Senate Bill (SB) 128. House Bill 21 differs dightly in thet it does not lower the
intangible tax rate on securities in a FHorida s Future Investment Fund as much as SB 128
does. Nonetheless, the fisca estimate for HB 21 is expected to be accurate for SB 128 as
well. The estimated fiscal impact upon Generad Revenue associated with HB 21 is ($229.2)
million cash for Fiscd Y ear 2001-02 and ($263.8) million recurring.

B. Private Sector Impact:

Both individuas and businesses will experience alower intangible tax rate if this bill
becomes alaw.

C. Government Sector Impact:
None.

Technical Deficiencies:

None.

Related Issues:

None.

Amendments:

None.

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




