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The Florida Constitution declares that education is the “paramount duty” of the state and that it must have “adequate funding” to provide for a “high-quality” system of education.  However, our state has consistently ranked very low among all states in the amount of money we spend per pupil.  Now, as we experience a major recession, Florida’s general revenue and property tax revenues have drastically declined exposing our chronic failure to properly fund education.  Due to the recession, the current legislature has made repeated cuts to our under-funded education system and other programs in order to bridge the deficit without raising new revenue, flagrantly ignoring its “paramount duty”.  

This committee has been charged with analyzing Florida’s current sources of revenue, ways those sources could be expanded, and potential sources that could be tapped.  Although it is not the responsibility of any group outside of the Florida Legislature to find ways to pay for the state’s financial obligations, the Florida School Board Association, in conjunction with parent advocacy groups, have undertaken this mission.

First, let’s look at Florida’s present revenue sources and their current yields.  The 2008 Florida Tax Handbook from the Florida Senate gives the following breakdowns:


General revenue:


Sales and Use taxes (6%) 74% of total


Corporate income taxes 9%


Documentary stamp taxes 2%


Insurance Premium tax 3%


Other 5%


Interest Earnings 2%


Beverage licenses and taxes 2%

How can they these sources be expanded and what is the potential yield?

In the last budget session, lawmakers struggled with balancing a budget after years of corporate tax giveaways, changes to property tax laws, and the worst recession in decades.  They pieced together a budget with help from the Federal government’s American Recovery and Reinvestment Act, a cigarette tax, and an increase in “fees”.  Drivers’ licenses, fishing licenses, and court fees were among the fees that were increased to cover our expenses.  It is unlikely that they will return to this well for more revenue.  (In fact, two bills (HB 71 and 99) have been filed to repeal some of these fees which would result in an additional $1 billion deficit in next year’s budget.)

We need both an emergency stopgap fix and long-term solutions for the funding of Florida’s public education.  The Florida Center for Fiscal and Economic  (FCFEP) believes that the state sales tax could temporarily be raised to 6.75% to address the immediate revenue needs.  They calculate that this would bring in $2.2 billion in the first fiscal year.  Many Floridians also believe that a broadening of the sales tax base should occur through the repeal of many existing sales tax exemptions.  These include:


Bottled, non-carbonated water $43.2 million


Subsidies to sports facilities $23.7 million


Spectator sports (sports teams/clubs, racetracks) $15.8 million


Condominium recreational licenses $6.9 million

Currently, there is no time horizon on these exemptions.  The FCFEP recommends sun setting the exemptions so that they may be evaluated on a regular basis for their merit.

What are previous revenue sources not presently being utilized and why?


What was their yield?

The intangibles annual tax is schedule to expire January 1, 2010.  Tax Watch projects that a .5 mill levy on intangible property would result in $53-63 million in additional revenue.  The FCFEP feels that this tax should be reinstated prior to repeal with a personal exemption of $250K (increased to $500K to include spouses).  They calculate that this would result in $250 million in revenue.

The estate tax expires 2011 after averaging nearly $1 billion in revenue per year (FCFEP).  The last projected figure is $400 million before repeal according to Tax Watch.  If the federal government renews the estate tax in 2011 and the Federal tax credit is reinstated, the FCFEP feels that Florida should once again collect these revenues.

What potential revenue sources are under consideration?  What is their yield?  What are the obstacles to these sources?

A temporary increase in state sales tax to 6.75% is unlikely in the current political climate.  The Governor has declared that he will balance the budget through expense reductions not revenue increases.  Many of our lawmakers are engaged in campaigns and do not want to be seen as raising taxes.

Future Senate President Haridopolous has stated that he would consider an increase in liquor and beer taxes this session.  I could not find revenue numbers for this specific tax.  This option might have a chance given the conservative make-up of the House and Senate.

Oil drilling is a hotly debated issue and will definitely be on the table in the next session.  Senate President Jeff Atwater seems very resistant to the idea but the House is pushing to drill.  The future Senate President and Speaker of the House are both pro-drilling.  It is currently unclear how much revenue that drilling will generate for the state.  Florida Energy Associates, the group that has hired nearly three dozen big-name lobbyists to lobby for drilling in the Gulf of Mexico, argues that drilling is perfectly safe, will bring jobs, and $2.25 billion annual revenue for the state.  The Miami Herald reports that this estimate is inflated and exceeds by sevenfold the maximum yearly drilling revenues from Alabama and Texas combined.
Documentary stamps have also been looked at for additional revenue.  Corporations that transfer property to subsidiaries or other corporations that are wholly owned by the transferring company currently do not pay the documentary stamp tax.  Closing this loophole would generate $50.2 million according to the FCFEP.  However, in 2005, the Florida Supreme Court ruled that using corporations to avoid paying the tax was legal under specific circumstances.  TaxWatch proposed that a cap on doc stamps on certain obligations would remove the incentive to avoid the tax and would provide revenue for Florida.  The Palm Beach Post reported on this loophole as our state’s revenues began to decline in 2007:

http://www.palmbeachpost.com/business/content/business/epaper/2007/08/12/m1a_TAX_LOOPHOLE_0812.html
Collection of Internet sales taxes has been discussed as an additional source of funds.  Revenues generated from such a tax have not been determined.

Extensive corporate and business tax reform has been proposed by the FCFEP in order to generate additional revenue.  Their prescription includes removing loopholes and unwarranted exemptions, combined reporting ($376.3 million), decoupling the state from the federal Domestic Production Deduction ($50 million), and adopting the throwback rule ($38.4 million).  These reforms would be a long-term solution to the funding crisis, as the current make-up of the legislature would prohibit passage of these proposals today.

What are additional potential revenue sources that have not been considered?

· Nominal fee for plastic shopping bags

· Temporary reprieve from specific un-funded legislated mandates (information being gathered on these mandates and their corresponding costs)

What are the sources of revenue in non-personal income tax states?

In addition to Florida, 8 states do not have a personal income tax:  Alaska, Nevada, New Hampshire, South Dakota, Tennessee, Texas, Washington, and Wyoming.  These states rely primarily on sales taxes and local property taxes.  

Alaska has no state sales tax but local governments levy up to 7%.

Nevada relies primarily on gambling taxes and has a state sales tax of 8.1%.

New Hampshire has no sales tax but it does levy taxes on meals (9%), lodging (9%), auto rentals, use of electricity ($.55 per megawatt hour) and phone (7%).  A transfer tax on real estate sales is 1.5%.  Gasoline is taxed $.20.6/gallon.  Cigarettes: $1.08 per pack.  Beer $.30 per gallon.

South Dakota has a 4% sales tax plus any additional local taxes. (Rapid City is 6%)  A 1% tax is added for the tourism bureau during the summer.

Tennessee charges 5.5% sales tax for groceries and 7% on other items.  Counties can also tax up to 2.75%.

Texas has a state sales and use tax of 6.25% but local jurisdictions may also tax up to an additional 2%.

Washington has a 6.5% statewide sales tax not applied on most food items and prescription medications.  The seller of a house pays excise taxes on the full sale price.

Wyoming has a 4% sales tax with counties adding up to an additional 3%.  Resorts can add a 3% food tax.

