


STATE OF FLORIDA

DEPARTMENT OF REVENUE

TALLAHASSEE, FLORIDA 32301-8002

RANDY MILLER
EXECUTIVE DIRECTOR

March 2, 1987

Honorable John W. Vogt
President, Florida Senate
Suite 409, The Capitol
Tallahassee, Florida 32399

Honorable Jon Mills
Speaker, Florida House
of Representatives
420 Capitol
Tallahassee, Florida 32399

Gentlemen:

Herewith is presented our Report to the Legislature: Legal,
Administrative and Revenue Implications of Chapter 86-166. This report is
submitted pursuant to Section 1, line 1588A, 1986 General Appropriations
Act, Chapter 86-167, Laws of Florida. It examines the legal and administra-
tive considerations associated with the repealed sales tax exemptions and
provides revenue estimates,

This report represents a significant effort by the Department and
its consultants in dealing with the issues raised by Chapter 86-166. We
stand ready to further assist as this issue evolves throughout the 1987

session.
cerely,
Randy Miller
Executive Director
RM/fam

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER
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OVERVIEW

In broadening the state sales tax base in Chapter 86-166, Laws of
Florida, the Legislature repealed numerous exemptions from the sales tax
including a considerable number of services effective July 1, 1987 and, it
levied a tax at the rate of 5% of the consideration for performing or
providing any service, effective July 1, 1987.

Realizing the impact of this action was far reaching, the Legislature
directed that two studies of its action be undertaken to set a foundation
for the possibility of further legislative action during the 1987 legis-
lative session, prior to the effective date of the repeal and levy July 1,
1987. One, to be undertaken by the Department of Revenue in consultation
with the Consensus Revenue Estimating Conference (see Section 216.136(3),
F.S.) was to study the first and second year revenue effects and the legal
and administrative problems associated with the repeal and levy. (See Gen.
Approp. Act. Ch, 86-167, Section 1, line 1588A). The other, to be under-
taken by the Sales Tax Exemption Study Commission, was to study the public
policy and fiscal impact of exemptions (see Section 9, Chapter 86-166, Laws
of Florida). This report contains the results of the Department’s study.

The Department’s Study

In consultation with the Consensus Revenue Estimating Conference, the
Department of Revenue engaged the expert services of consultants to under-
take a legal study to identify and analyze the legal problems associated
with the repeal and a pricing study to develop contributory data toward pro-
duction of revenue estimates. Since Chapter 86-166 affects much of the
service sector of the State’s ecomony, including its interstate and

international components, the decision was made to hire consultants for





















7. The Department believes that should portions of Chapter
86-166 be stricken on constitutional grounds, many, if not
most service industries and transactions should remain
subject to the sales tax under provisions of the act which

which present no significant constitutional questions.

Administrative Cost Conclusions

In the three months preceding the start-up of the tax, $537,860 and 8

positions above the levels currently authorized for the Department will be

necessary for taxpayer registration and notification.

For the twelve months concurrent with the start-up of the tax, the

Department will require $2,184,086 and 86 positions in excess of its 1987-88

Legislative Budget request. The above estimates do not include amounts

requested in the Department’s 1987-88 Legislative Budget request for

computer and RDS hardware, processing costs, systems development and audit

resources. However, the requested amounts are necesssary for successful
administration of Chapter 86-166.
The above estimates also presume that existing sales tax forms and

processing procedures will suffice for the tax on services.

Revenue Estimate Conclusions

The following estimates conform with the present reading of Chapter 86-

166, and are consistent with the amended legislation and regulations

contained in Chapter One.
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