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l. Summary:

This committee subgtitute phases in an exemption to the sdlestax portion of the new
communications services tax for resdentia direct-to-home satdllite service and residentia cable
sarvice. It phases out the state sales tax portion of the tax levied on residentia direct-to-home
satdlite service under s. 202.12(1)(c), F.S., over anine-year period. After that time, resdentia
direct-to-home satdllite service will be subject only to the 4-percent local distribution portion and
the 2.37-percent gross receipts portion of the communications services tax. The committee
subgtitute also phases out the Sate tax portion levied on residentid cable services over the same
period of time. After that, resdentid cable service will be subject only to the variable local
portion and the 2.37 percent gross receipts portion of the communications services tax.

This committee subgtitute subgtantialy amends the following sections of the Florida Statutes:
202.12, 202.125, 202.18, 202.19, and 212.20.

Il. Present Situation:

During the 2000 Regular Session, the Legidature enacted ch. 2000-260, L.O.F., (CS/ICS/ICS/SB
1338) to establish a unified communications taxation scheme for the state, effective October 1,
2001. Thisact was codified a ch. 202, F.S., and combined the seven different types of
communications taxes and feesinto atwo-tiered tax composed of a state tax and aloca option
tax on communications services. More specificaly, the act:

Combined the sales tax on communications services, the loca public servicestax, and
locd franchise fees on tdecommunications companies and cable companies.

Allocated the gross recei pts tax on communications Services.
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Provided a permit fee option for loca governments.

Provided for arevenue-neutra taxing scheme to be administered by the Department of
Revenue.

Provided that the revenues generated under the provisions of the act are to be distributed
to the Public Education Capita Outlay Fund, the Generd Revenue Fund, and local
governments.

The act directed communications companies and local governments to supply information
regarding the assessment of the various taxes to the Department of Revenue. This information
was used by the Revenue Estimating Conference to caculate revenue-neutral rates for
presentation to the 2001 Legidature.

Prior to October 1, 2001, the tax rates for the various communication services depended on the
area of the state in which the services were provided. The example below portrays the maximum

rate for acity or charter county:
Residential Telephone Service: Business/Wireless Telephone Service:

2.56% Gross Receipts Tax 2.56% Gross Receipts Tax

7.00% or 10.00% Public Service Tax 7.00% Sales Tax

1.00% Franchise Fee 7.00% or 10.00% Public Service Tax
Tota maximum rate = 10.56% to 13.56% 1.00% Franchise Fee

Tota maximum rate = 17.56% to 20.56%

Direct-to-Home Satédllite Service: Cable Service:

6.00% Sales Tax 6.00% Sales Tax
Tota maximum rate = 6.00% 5.00% Franchise Fee

Tota maximum rate = 11.00%
Resdentia telephone service was exempt from the state sales tax of 7 percent.

During the 2001 Regular Sesson, the Legidature enacted ch. 2001-140, L.O.F., to set the rates
on the new tax base and make other changesto ch. 202, F.S. The dtate sales tax and gross
receipts tax were combined into one state rate that consisted of a salestax portion at 6.8 percent
and a gross receipts portion at 2.37 percent. Because tax rates at the local level varied widdly, a
variable rate was established in the act for each county and municipdity in the date. The direct-
to-home satdllite service was taxed a arate of 10.8 percent, which included the 6.8- percent sales
tax portion and a 4-percent portion to be distributed to the local governments, and was aso
subject to the 2.37-percent gross recei pts tax. The example below portrays the maximum rate for

acity or charter county:

Residential Telephone Service: Business’'Wireless Telephone Service:
2.37% Gross Receipts portion 2.37% Gross Receipts portion
0.00% Sdles Tax portion (exempt) 6.80% Sales Tax portion
X xx% Variable Locd Tax portion XXx% Varigble Loca Tax portion

Totd rate = 2.37% dtate rate plus Tota rate = 9.17% Sate rate plus

XxXX% variable locd rate XXX% variable locd rate
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Direct-to-Home Satellite Service: Cable Service:
2.37% Gross Receipts portion 2.37% Gross Receipts portion
10.8% Tax rate 6.80% State Tax portion
6.80% State Tax portion XXX% Varidble Loca Tax portion
4.00% Hat Loca Tax component Totd rate = 9.17% Sate rate plus

Tota rate=13.17% xxx% variable locd rate

Resdentid telephone service continues to be exempt from the sales tax portion of the new
communications Services tax.

Effect of Proposed Changes:

This committee substitute phases in an exemption to the sdlestax portion of the new
communications services tax for resdentia direct-to-home satdllite service and residentia cable
sarvice. It phases out the state sales tax portion of the tax levied on residentia direct-to-home
satellite service under s. 202.12(1)(c), F.S., over anine-year period. After that time, resdentia
direct-to-home satdlite service will be subject only to the 4-percent local distribution portion and
the 2.37-percent gross receipts portion of the communications services tax. The committee
subgtitute also phases out the state tax portion levied on residentia cable services over the same
period of time. After that, resdential cable service will be subject only to the variable loca
portion and the 2.37 percent gross receipts portion of the communications services tax.

Except as otherwise expresdy provided in this act, this act shadl take effect July 1, 2002.
Constitutional Issues:

A. Municipality/County Mandates Restrictions:

None.

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 committee subgtitute; however, it has done so for HB 1537,
which is subgtantialy smilar in concept to this committee subgtitute. Nonetheless, the

fiscd esimate for HB 1537 is expected to be accurate for this committee subgtitute, as
wal.
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The Revenue Estimating Conference estimates the fiscal impact of HB 1537 to beaFY
2002-03 Generd Revenue loss of $16.0 million with an annudized firgt-year |0ss of
$88.0 million and a FY 2002-03 locd government loss of $2.2 million with an annuaized
firg-year loss of $11.8 million. Thereis dso esimated to be an inggnificant FY 2002-03
negative impact on the Solid Waste Management Trugt Fund with an annudized first-
year negative impact of $200,000.

Fiscd Year 2002-2003
(in millions of dollars)
Generd Revenue Trust Locd Total

Issue/Fund 14 Year Recurring 1 Year Recurring 1 Year Recurring 1 Year Recurring

Cableand Direct-to-
home Satdllite
Savices, Resdentia $(16.0) $(88.0) * $(0.2 $(22) $(11.8) $(18.2) $(100.0)
— phase-out of 6.8%
CsT

* Ingignificant (less than $50,000)

The Revenue Estimating Conference estimates the fiscal impact of HB 1537 to bea FY
2003-04 Generd Revenue loss of $34.5 million with a recurring loss of $88.0 million and
aFY 2003-04 loca government loss of $4.6 million with arecurring loss of $11.8
million. Thereis dso0 estimated to be a FY 2003-04 negative impact on the Solid Waste
Management Trust Fund of $100,000 with a recurring loss of $200,000.

Fiscdl Y ear 2003-2004
(in millions of dollars)
Generd Revenue Trust Locd Total

Issue/Fund 1st Year Recurring 1s Year Recurring 1t Year Recurring 1s Year Recurring

Cableand Direct-to-
home Saidlite
Services, Residentia $(345) $(88.0) $(0.1 $(0.2 $(4.6) $(11.8) $(39.2 $(200.0)
— phase-out of 6.8%
CST
B. Private Sector Impact:

This committee subgtitute creates an exemption to the sales tax portion of the new
communications sarvices tax for residentia direct-to-home satdlite service and
resdentid cable service,

C. Government Sector Impact:
None.
VI. Technical Deficiencies:

None.
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VII. Related Issues:
None.

VIII. Amendments:
None.

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




