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Executive Summary

4EA OOAOA AOACAO AEEAAOO &1 1T OEAAGO Xn T EITETT DBPAI
about it. Thebudget is a blueprint that maps out how much money we spend for state programs and

services. By understanding the budgetd what it funds Horidians carparticipate in the allocation of

OAOT OOAAO O OEA OOAOAGO O P POET OEOEAGndavhaA | AEA
it will be in the future

This Budget and Tax Primer is intended to hElprida residentdbetter understand the nature of

&1 T OE A AandraxAyGténCIfdescribes thetate budget and discusses the taxes that make state
spending possible. It answers basic questions: How muchegnare we spending? Where dades

come from? Where does it go? Hhbas it changed over time? How do we compare with other states?

Section | describes what the Florida state budget is and how it is constructed and funded. Particular

attention is given to the actions of theey participants in the processhe Governor and statagencies,

the Florida House of Representativesd the Florida Senatéelhe contributions of legislative and

executive branch principals in the consensus estimating forecasts that define revenue availability and
programmatic needsre included In addition,the participation of lobbyistgrepresentatives of

businesses, organizationand associaton®© EAO OADPOAOAT O OdiiZees@ndAl EAT 008 E
advocatess noted All theseparticipantsplayan importantpart in the finaloutcome of producing a

budget to serve the needs of the stafEhe section concludewith a look athow the state budget has

changed over the last ten years

Section Il discusses how the Florida state budget is funded; types of revenues (General Revenues and
Trust Funds), sources of these revenue types (taxes, fees, federal funds) and how these revenues are
allocated in the budget process. Particular attention is giteeproviding an understanding dhe

specific taxes thaare themajorsourcssi £ OEA OOA OA G havkHeydhavk thargei O AT O A
over time.

The last sectiongection IIl) provides information abouhow& 1 I OEAA8 O OOAOA AOACAO A
and rvices ifundshavechanged over time; what hasistoricallyA OE OAT &1 1T OEAsAd O AOACA
comparisons with other statesParticular attention is given to the decliningvenues to fund state

needs.

Abudgetshould reflectOEA T AAAOh AOPEOAOGEIT O AT A xEIT 1T &£ A PA]
budget. How well the budget meets those needs and aspirations is up to Floridians to decide. Itis the

hope of the Florida Center for Fiscal and Economic Policy thaPtimser will aid them in that

determination.
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Introduction

ach spring the Florida Legislatuemactsan annuaktate budget Itis aspending plarof several

hundredpages containinghousands ofdetails about how state governmershould spend the

revenueappropriated/El O OEA 1 A@O O AodAulyll of@dciiyddr througEJENR E O O1
30 of the next year

For a small minority of Floridians, the process is familiar. Each yeapteglose attention tahe

steps in the budget process: theidget requests by government agencies, the proposed budget

submitted by the governor, committee meetings where Islgitors determine spending levels for

thousands of state government functiohs AT A OEA C1T OAOT 1 060 £ET Al ADPDOI
spending items. These Floridian®rk within the process asmployeesof state agenciesnd

associationsas paid lobbyists for a variety of organizations and businesses, or as advocates for

nonprofit agencies.

Theamountof moneyavailabldh x EAOA EO Al I AO Abdctieverfioneh Fleriddh OA E 06 O
every day but the average person has little derstanding of how it affects themLittle information is

available to Florida residents who want to influence the budget and tax proddssstate budget

adopted by the legislaturéunds public schools, community college, universitibgalth care fothe

poor, and services foseniors and peplewith disabilities. It pays for roadsbridges, parksbeaches,

environmental protectionand the law enforcement officers, judicial system and prisoesdedto
keepFloridianssafe. The budget helps determmhow much Florida residents, business ownarsl

tourists pay in taxes.

ThisBudget and Ta®rimeris intended to helgFloridiansunderstand the nature D E A hGdged A 6 O
andtax system It describes thdudget, the taxes thatgenerate the revenue tmake state spending
possibleand how individuals can influence the decisions made in the proddssstate budget and tax
system are statements of the priorities and values of those who shape the butigetswersbasic
guestions How much money are we spendidgWheraloes it come from®? Where does it goFlow has

it changed over time? How do we compare with other statele®v can the process be influenced?

At times, technical terms are used in this Primed&scribe specific actions, itemar events. A

11 O0OAOU EO DPOi OEAAA AO OEA AT A T &£ OEA O0OEIi AO Oi
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Section I: The Florida Budget

What is the C5tate BOA CA O 6 e

he state budget ishe annualspending plaradopted by the legislatur¢ghat accounts forALL
money that comes into the state treasugfrom state taxes, fees, payments from the federal
government andlottery and gambling proceeds.

The state budget can be categorized into biwad categories:(1) Human Serviceq2) Education;(3)
Criminal Justice and Correction(@) Natural Resources, Environment, Growth Management and
Transportation;(5)the Judicial Branch; an@) General Government.

Human Services, Education and Criminal Justice and Corrections receive drge amounts of general
revenue(i.e., revenue from taxes)Programs and services carried outdiate government irNatural
Resources, Environment, Growth Management and
Transportation are heavily funded by fedal funds and statérust
funds. ThelJudicial Branch and General Government categories
are the smallest in the budgeind are fundedrom a mix of source$
A discussion of these revenue sources will be presented later in t
Primer.

T4EA ' 1 OGAOT 1060
Along With Highlights, Reports,
Analysis, and Narratives, Can Be
Viewed at the Following Link:

Two primary sources fund the state budgefeneral revenue, http://www.ebudget.state.fl.us,

which ismoney from general taxes (such as the sales tax) not
required by law to be spent for specific servicasd trust funds,
which ismoney from both state and federal sources dedicated by
law to a specific service, such as transportation.

i Senate Appropriations and
Budget Documents Can Be Viewed
at the Following Link:

http://www.flsenate.gov

Services we depend on every day are funded by a combination of
AAAAOAT h OOAOGA AT A 11 AAI oOAGI [ UGEEEELCLEHEELIIEE
difficult for citizens to understand where responsibility lies for a Documents Can Be Viewed at the
particular program or servicelFor exampleMedicaid funding is
shared by the federaktate and localgovernments (as opposed to
Medicare, which is totally funded and administered by the federal
government.) Federal funds provide a large share of the money f

Following Link:

http://www.myfloridahouse.qgov,
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interstate highwayswhile state governments build and maintain state roads and local governments
fund and maintain most local streets.

Funding for K12 education is a state responsibility, according to the Florida Constitution, but public

school fundingncludes local property taxes and some federal funds as well. Many human services

PDOi COAI Oh OOAE AO AEEI AOAT 80 EAAI OEAAOA AT A AEA
state governments, but local governments also provide some mdoeyuman servicesThisO0 OEi A 06
focuses on howstate governmentaises andpends the revenue it obtains.

Toimplementthe state budget, thdegislature passes and the governor signs General
Appropriations Act (GAA) The GAA contairthiousands ofine items detailing expenditures by
categoriessuch as salaries and benefiesxpenses, capital outlgipuilding construction, etc,)and
contracted services In addition, clarification about how money is to be spent is providedaniso
language written by the Legislatureo clearlyqualifylegislative intent about the manner in which
dollars should be spent mspecifidine item.

How the State Budget Is Made

State Budget Process Time Table

Governor/ Governor/ Governor/
Office of Policy ) ) . . ) ;
and Budget and the State Agencies Office of Policy Legislature Office of Policy

Legislature LR and Budget
* Provide Instructions * Prepare Long- * Review/Analyze: * Prepare * Governor may Line
to Departmants for: Range Program Plan ol ong-Range Program Appropriations Act Item Veto Specific
©long-Range Program Plans Appropriations
Plan * Prepare Legislative olLegislative Budget * Review Governor's
olegislative Budget Budget Reguest Requests Recommendations » Governor Signs
Request o Capital Improvements Budget into Law
oCapital Improvements | * Prepare Capital Program Plans * Review/Analyze/
Program Plan Improvements O Information Revise Budget = Create Agency
o nformation Program Plan Technology Plans Operating Budgets
Technology Plan » Appropriations Act from General
* Prepare Information * Hold Public Hearing Passed by Both Appropriations Act
Technology Plan Houses
* Develop
* Prepare Internal Recommendations
Operating Budget Based on Governor's
Prigrities and Available
Revenues
May - July May - October September - January January - May May - July
Tax and Budget Primer Florida Center for Fiscal and Economic Policy 6
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he Florida State Budget is developed over arh@nth period. Thechart aboveshows the
various processes and timeline that take place in the develoffingoudget?

The budget receivethe most attentionduringthe final weeks of the annual éday legislative session.

But the process of creating the budget begins much earlier. In July, acting on instructions issued jointly
by the governor and legislature, state agencies begin developing budget requests yhatiidhe

funding needed to meet their missions. By ntttober, these agency budget requegtsvhichshould

are addressedD ADAOAOA AO| lasseddmlny @d sGbknitidd to@hé governor.

In developing the budget, th@overnor and legislature follow basic legal requirements laid down in the

Florida Constitution and state law. For example, the state budget must be balanced, which means that

the state has to take in enougtevenueseach year to covehe cost of programs it decides to fund.

However, there are additional requirements that must be met when the budget is adopted. These

include theconstitutional provision limiting the amount afecurring costs (those due every yeathat

can be fundedvith nonrecurring revenue,® such as a onéime savings or surplus that may not be there

the next year In addition, the legislature is required to set aside a ralay or emergency fund (called

OEA "OACAO 30OAAEI EUAOEITT &O1TAQ AT 1 OAETETC AO 1 AAO

The governor considers the agency requests and hisifigerand proposes a balanced budget, along

with his recommendations for any needed additional revenue. Thirty days before the start of the

legislative session in early March, the governor submits his budget recommendations to the legislature.
Legislative committees then begin public meetings to consider the budget, inviting testimony from

agency leaders and interested citizens. On opening day of the legislative session, the governor
AAAOAOOAOG OEA (1 O00A AT A 3AT AOCA ERBPOACAh OBADOEEEEC
budget proposals.

Senate and House Develop Separate Budgets

Each chamber of the legislature develops its own budgi¢hin its own committeestructure. The
president of the Senate and speaker of the House give allocations to each of the appropriations
committees, specifying how muctundingtheir part of the budgetbas to accomplish its task.

In the Senate, overall jurisdiction is exercised by thédyand Steering Committee on Ways and
Means. Under it are six committees that consider parts of the budget:

1 Criminal and Civil Justice Appropriations;
9 Education PreKz 12 Appropriations;
91 Higher Education Appropriations;

Tax and Budget Primer Florida Center for Fiscal and Economic Policy 7
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1 Health and Human Services Apjmaations;
1 General Government Appropriations; and
1 Transportation and Economic Development Appropriations.

The House is organized differentlits committee structurds headed by the Full Appropriations
Council on Education and Economic Developmtrat oversees the following appropriations
committees:

Pre-Kz 12 Appropriations;

State Universities and Private Colleges Appropriations;
Transportation and Economic Development Appropriations
Criminal and Civil Justice Appropriations;

Governmental Operations Appropriations;

Health Care Appropriations;

Natural Resources Appropriations.

=A =4 =4 =4 4 -4 4

During the session, the legislature holds open workshops, meetimgs public hearings to consider the

Ci OAOT 1060 OAATI 1T AT AACGET OO ARAAAARADEA DANAAOOD AD
heads often testify about their budget needs. Outside exparid lobbyistanay be invited to offer

input. Generally, interested citizens also are allowed to testify.

Development of the budget normallsequires most of the 60 days of the legislative sessibhe House
and Senate each produce their appropriations bills, reflecting the allocations determined by their
presiding officers as well as any new bills increasing or cutting revenues from tafees or

Before the state budget is final, the House and Senate must pass the same exact version. In
OAT 1 EAOAT A@dfinenibdrdfiork éach@ousedquired by law to be open to the public, they
reach an agreement that often includes a combination frboth the House and Senate plans. The
finalO# 1 1 AAOAT AA # 1 rhubt BeGriaiaBle t@ IdgBIatadstand the public for at least 72
hours before it can be voted on by the House and Senate.

After passage by both chambers, the bill is sent to theegaer. He or she may sign it, veto it, or use

OEA -BOKT A OAOT DI xAO O OAEAdnay I2DVEAdEIeEEa twididd T AET C |
vote of both the Senate and House

511 OEA Ci OAOT T 080 OfqlédihéeaefahAppiobritions d@becohesA OACA DG
lawAT A EO OEA OOi AAI ADd &I O 0OO0AGMoteitt AtfcibOdgdt ik the AOOET C
only bill that is required in the Constitution to pass each year
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Official Forecasts Support Budget Development

nderlyingthe development of the budget is a series of official forecasts of both revenues and
budget requirements related to the demands fevmestate programs and services (expected
numbers of public school students, Medicaid recipieairsd prisoners, for examplehder

current policy and law.

These forecastg reached by consensus among representatives of the@A O1 1 08 0 1 £A£ZEAAR
of Representativesandthe Legislative Office of Economic and Demographic Resedlezdd princi@lin

the estimating conference procesgprovide the official numbers to be used in all planning and budget
actions of the state€ This is an important step in the budget development process; policymakers may
differ on issuegsuch as pepupil funding fa public schools)but not on the official number&otal pupil
enrollment projection) since they have been agreed to by consensus.

Revenue estimating conferences normally occur in late autumn, to establish a forecast for the
Ci OAOT 1T 080 Addigthespring)ib detertnihé the total available to be appropriated
during the legislative session.

The estimating conferences provide the first indications of what to expect for the upcoming budget.
Will the state have more or less money in the next year than in the current year? Is revenue rising or
falling? Are the numbers of those eligible fortstdunded services growing or declining? Is the
revenue adequate to meet the demand for services under existing laws and eligibility tlest? the
state faces a budget gap, and the governor and legislature must make choices that usually involve some
combination of the following:

9 change programs and services in ways that reduce spending;

9 raise additional revenues (taxes and/or fees).

Consensus estimates also are used by the Legislative Budget Commission and legislative staff to
develop theLong-Range Financial Outlook, required in 2006 by constitutional amendment. The
financial outlook, issued by September 15 each year, projects revenues and costs for three years to

3 A

(oth avoid future budget problems and maintain more financial stabilitpbe AAT OOAOA MEEOAAI

In the LongRange Financial Outlook, the legislature classifies anticipated expenditures under existing
law as either:

Tax and Budget Primer Florida Center for Fiscal and Economic Policy 9
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A oz o~

activities, mandatory inaases based on estimating conferences and other essential
needs) or
1 GDther High Priority Needso (historically funded issues).

Critical needs and higpriority needs together form what the Long AT CA & ET AT AEAI

I OOI1 1

needs. This analysis is of great importance in that it gives the governor and the legislature a base from
which to develop the budget.

How Has the State Budget Changed Over Time?

1 T O Btétd\bbidget hashangeddramatically over the last few year§rom$49.2 billion in

FY200102, the budget rose t&73.6billionin FY2006® ¢ h

years and begana slow riseo $70.2 billion for FY20101/

80,000

70,000

60,000

50,000

40,000

30,000

20,000

10,000

0

Appropriations- General Revenue and Trust Funds
$ in millions

AAAT ET AA AOOET ¢

FY 0102 | FY 0203 | FY 0304 | FY 0405 | FY 0506 | FY 0607 | FY 0708 | FY 0809 | FY 0910 | FY 1611
m Trust Funds $28,990.5$29,709.0 $32,292.4 $33,264.3 $38,952.2 $44,501.7 $42,355.8 $40,713.9 $45,310.5 $46,398.C
General Revenue $19,231.8 $20,603.0 $21,260.4 $24,016.2 $26,472.6 $29,135.2 $28,475.4 $24,802.8 $21,195.3 $23,768.C

Another useful way to understand a state's budget is to compare total spending per residerihever
last 10 years Florida spena high of$3942 per personin FY2006-07, a low of $2,892 in FY20dl11,and

$3,730 for FY20101 (HI x AOAOh

spending per person wouldave been approximately $100 less

Tax and Budget Primer
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Total Per Capita Appropriation

nominal $
$4,000 - $3,942
$3,800 - $3,766 $3,730
3,566
$3.600 - $ s3.404 53548
$3,400 -
$3,197
$3,200 -

$3,057
$3’000 ] $2,892 $2,947

$2,800 -
$2,600 -
$2,400 -
$2,200 -
$2,000 T T T T T T T T T )
FY 0102 FYO023 FYO04 FY0405 FYO0506 FYO07 FYO0M8 FYO089 FY0910 FY 1le1l
Source: FCFEP from FL. legislative ¢
Per Capita Appropriations by Fund Type
nominal $
$2,466
2,000 A
5 $1,844 $1,85
$1,739 $1,740
per capita GR
$1.560 $1,514 .
$1,443 === per capita TF
$1,500 -
$1,340 $1,323
$1,263
$1,207 $1,214
$1,153 $1,131
$1,000 T T T T T T T T T )
FY 0102 FY 0203 FYO0204 FYO0405 FYO0806 FYO0E7 FYO07/8 FYO0809 FYO0910 FY 1611
Source: FCFEP from FL. Legislative |
Tax and Budget Primer Florida Center for Fiscal and Economic Policy 11
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How Can Individuals Influence State Budget and Tax
Policy Decisions?

nformation necessary for a sufficient understanding about the general process followed in the
developmentand enactment of the state budget and tax policy is provided in Sections | and Il of the
Primer. Princigl participants, timeframes guiding the process, substantive information relevant to
understanding budget and tax policy in Florida, trends along with national comparisons, and other
important facts needed for citizen understanding are discussed. How thdiicitizens can influence
state budget and tax policy decisions can seem like a daunting objebtinseveral suggestions are
offered below.

1. The most important consideration is to vote. Elect politicians who represent your interests and
pledge to supprt policies you want enacted including budget priorities. Also, it is helpful to be
involved in the campaign of your local elected officials. Monetary contributions are significant
but personal involvement in the array of volunteer activities assodatéh a campaign lead to
future access and influence if your candidate is elected.

2. Get to knowyour legislatoregislativecommittee staff and staff representing the governor if
possible. Meet with them in person if possibleet them know what is neded in your
community and how important it is, noting especially the fiscal implications from not
addressing those needs, such as public health problems, crime, educational underachievement,
environmental problems, constraints to viable business interestis, Followup all such
meetings with a personal note or email reminding them of the importance of the issue to you
and thanking them for their support.

3.1 OOAT A 1 ACEOI AGEOA OAE 00 Ganfetined ilhcAnukctiof With 6 %A AE
other elected officialsschedule public meetings to hear from their constituents. Attend these
meetings and let them know what is important to you.

4. Join and participate in local and statewide associations that advocate for your interests
including civic orgnizations such as the League of Women Voters.

5. If possible, meet with your legislative delegation and staff early in the legislative session to
OAI ET A OEAI 1T &£ ui 60 Aiii 01T EOGUGO TAAAO AT A AOE
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Useful Links:

Florida House and Senate Delegations by County:
http://www.flsenate.qov/data/legislators/local_delegations.pdf
League of Women Voters of Florida:
http://www.lwvfla.org/
Clearinghouse on Human Services:
http://iml.jou.ufl.edu/projects/Springo1/Benjamin/
Fund Education Now:
http://www.fundeducationnow.org/
#EEI AOAT 80 #Al PAECT q
http://www.iamforkids.org/
AARP Florida:
http://www.aarp.orqg/states/fl/
Florida Alliance for Retired Americans:
http://www.flara.org/
Florida Arc:
http://arcflorida.org

Tax and Budget Primer Florida Center for Fiscal and Economic Policy
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Section II: Revenue in the State Budget

What are the Sources of Revenue?

he money in the state budget comes from a variety of sources: state taxes, fees, the &itery
gaming, and federal fundsFederal funds provide a large shabait state sources make up the
majority of all moneyappropriatedby the legislature.

People and businesses in Florida pay a variettatle taxes and fees (separate fromhose collected

and usedby other levels of government, such as the federal income tax or the local property Téne)

OOAOA O1 OOAAO 1T &£# OAOGAT OA ET Al OAARA OOAE EOAI O AO £A
hunting and fishing licenseandtaxes on utilities The total budget also includes proceeds from the

lottery andpari-mutuel licenses.

2A0AT OAO EOT T 11060 OOAOA OAGAOh OOAE AO OEA OAIl AO
called). General revenue provides the basic state support for educabarctions, courts, general

government operations, and health aridimanservices also partially paid for by the federal

government. General revenue is used to meet mataguirements forcertain federally funded

programs, such as Medicaid.

Many revenuesources areallocatedsolely totrust funds z accounts earmarked for specific purposes

such as transportation, highway safety, or school constructiAnzariety offees chargesand federal

funds designated for a specific purpose deposited intol93separate trust fund§ making up the

balance ofpotential funding sources of the state budgeHowever, the revenues annually allocated to

trust funds may not be appropriated in total in any one year. Periodically, and especially when there is a
generalOA OAT OA OET OOZAI 1 h OEA 1 ACEOI AOGOOA 1T AU OOxAADOG
revenue for use.

In FY201@aL1, thelargest trust fundvasthe Medical Care Trust Funtbtaling $12.1 billior{the major
portion being federal fundspr Medicaid The State Transportation Trust Fugctonsisting of money
from state fuel taxes, motor vehicle fees, and federal grami&gs the secondargest, appropriating
almost$5.7 billiorfor highway and bridge construction and maintenance

Tax and Budget Primer Florida Center for Fiscal and Economic Policy 14
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Where Does General Revenue Come From?

1 T O EeBukifig@eneral revenudund of $22.4villion for FY201611relies heavily on the sales

tax. For that yearthe sales taxeceipts are estimated to be $16.8 billion,pércentof total

general revenueFlorida relies on the sales tax for such a large share of its revenue in part

because it is one of only nine states without a personal incomeTfasremainder ofthe $5.6
billion ofgeneral revenudor FY 201@l1comes from a variety of sourced he 6llowing table shows
the sources of General Revenard how they have changed over the past five years.

Source of Recurring General Revenues FY2007 7 FY2011
(dollars in millions)

FY FY % Chg

Revenue Source FY FY FY 2009-10 2010-11 FY 2006-07

2006-07 2007-08 2008-09 (est.) (est.) FY 2010-11
Sales Tax 519,435.2 518,470.5 $16,532.2 515,976.7 516,789.2 -13.6%
Corporate Income Tax 2,443.7 2,218.5 1,740.7 1,731.8 1,882.3 -23.0%
Documentary Stamp Tax 625.5 197.2 1314 142.2 169.1 -73.0%
Beverage Tax & Licenses 637.5 601.1 582.1 580.6 584.9 -8.3%
Intangibles Tax 772.6 436.3 200.0 173.6 193.0 -75.0%
Insurance Premium Tax 697.4 672.1 614.7 609.5 591.2 -15.2%
Service Charges 440.5 363.2 308.6 463.0 482.6 +9.6%
Tobacco Taxes 279.2 281.3 283.7 204.7 217.0 -22.2%
Interest Earnings 473.1 446.6 126.8 104.6 114.9 -75.7%
Corporation Filing Fees 196.2 220.1 239.9 231.0 231.6 +18.0%
Other Taxes & Fees 770.1 696.1 789.2 1,596.4 1,618.3 +210.1%
Less Refunds -366.9 -465.8 -598.2 -566.5 -433.1 n/a
Total Recurring GR 526,404.1 524,137.2 $20,951.2 521,247.6 5$22,441.0 -15.0%

Source: The Florida Legislature Office of Economic and Demographic Research.

General revenue sources:

1) Sales and use tax z Floridacharges a tax ddix percent onetail sales ofnostgoods and some
services purchased or used in Floridorida law also requires the collection ofse tax 7 a tax
at the same rate as the sales tax, applied to the use of goods (such as those rougbut-of-
state companies) on which sales tax has not been paid.

Broadbased sales taxes were first adopted by states in the Great Depression era, when
property tax collections dropped substantiaflyToday 45 states impose a sales {fixe states

Tax and Budget Primer Florida Center for Fiscal and Economic Policy 15
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impose no sales tgxand the rates rangfom 2.9 percen{Coloradq to 8.25percent
(California)'® States differ also in how they apply their sales taxes and which goods and
services are exemptedrloridaadopted its sales tax in 1949 and began relyongt heavily for
the state budget.

&OT i OEA AACETTETCH &I 1 OFEAA bOawpshtaledneteisiesA FAT D O
of life z from the sales taxGroceries bought for human consumption, prescription drugs and

some other medications, eyeglasses, rent ondmgome housing, and power and heating fuels

used by residential households were exempted from the beginning and remain untaxed. These
exemptionsand others come with a cost to the state treasury: Not collecting taxes on groceries

costs the state more thai2.5 billion each year, and exempting prescription drugs and other

medications more than $1 billioh Other exemptions include Bottled Wate$42.3million in

lost sales tax revenues) afulofessional Sports Teams subsidies ($21 million in lost sales tax

revenues)

TheFloridaLegislature has change® E A O O A O Alth@dt eGeAy yeArGincBOAIZ raising

the rate, exempting items, oadding new items. The rate was increased to six percent in 1988.

That hike followed the repeal in 1987 of a law that had extended the sales tax to all services and

to 44 other items that had been exempThis was the shoflivedservices tax that continues to

AOAx AAAAOA ET &I T OEAA AT A TAOETTAIITUS i &1 O i
4AAOETT 1T &£ 3A0OOEAAOGG / D énd Pdlic® Pridrities, ) OOOAOhd #A
www.cbpp.org/cms/index.cfm?fa=view&id=28388

In addition, the legislature since 1998 has frequently adopted salefréaxperiods on
purchases of items like clothing and school suppla&sa cost of about $35 million in reduced
sales tax revenuegsjo coincidewith the beginning of the school year.

2) Corporate income tax 7 Forty-five states levy a corporate income taklorida enacted its tax
by constitutional amendmenin 1971imposingafive percenttax on net income (profits) of
certain corporations. As with the sales tax, the legislatusisenactednumerous tax breaks
(exemptions and exclusiong) the corporate income tax The tax rate is a fl&.5 percent,
slightly below the national averageCorporate income tax collections for the general revenue
fund have declined during the recession, from a high of $2.4 billiétY2006-07 to $17billion
in FY2009-10. However, revenues are projected to rise to $1.9 billion in FY2Q1The
corporateincome tax provides about eight percent of the general revenue budijet.

3) Documentary stamp tax Z This tax on real estatdeedsandcertain financial instrumentias
existed in Florida since 1931EIA A AAAT A OOAOOAT OEAI QdalODOAA T &
estateboom, producing $1.6 billion for the general revenue fun&¥2004-05. But the bust
hasreduced tle amountgeneratedin general revenue to less than®million inFY2010-11.
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TheOAT A OOAIi P66 OA@ EAO Oxi DAOOOS 4EA OAp 11 A
imposed at the rate of 70 cents per each $100 of value. A charge of 35 cents per $100 is levied

on certificates of indebtedness, promissory notes, wage assignmemis letail charge account

agreements

4) Insurance premium tax Z The state levies tax on insurance premiumgaid by insurance
companieghat will generatealmost$600 million in general revenue FY2010-11.

A 1988 law substantially changed existimgurance requirements in Florida and subjected all
insurance companies, regardless of where they were headquedlt¢o atwo percent premium
tax. Insurance laws and taxation have been changed many times since them, sometimes in
response to the falloutrbm hurricanes. Today, the tax on premiums ranges from one percent
to 1.75 percent, depending on the type of insurance policy.

5) Beverage tax Z Since 1933, Florida has imposed a tax on alcoholic beveragesaxijraad by
the distributor or manufacturer of alcoholic beveragissestimated toproduce$584 million in
FY2010-11. The tax is 48 cents per gallon of beer, $2.25 to $3.50 per gallon of wine and $2.25 to
$9.53 per gallon of spirits, with the exact rate depending ontadt content of the beverage.

6) Tobacco tax z First adopted in 1943 in Florida at three cents a packtdhaccotax was
increased graduallyntil it reached33.9 cents a pack in 199There it remainedintil the
legislaturepassed a surcharge i per pack of cigarettda 2009. That legislation also
increased the tax on tobacco other than cigarettes and cigars by an amount equal to 60 percent
of the wholesale sales price, in addition to the previous tax of 25 percent of the wholesale price.

Revenue from thedditionalsurchargeadopted in 200ill not be available for general

revenue spending because the legislature dedicated that moneyttast fund for health
14

care

However, the revenue from the priacrease 33.2Zent tax will continue to be deposited into the
general revenue fund. Itis expected to raise more than $200 million in general revenue in
FY2010-11.

7) Corporation fees 7 All corporations doing business in Florida are required to file annual reports
and to pay fees for the privilege of operating in the stalajor fees are the annual report fee,
corporate filing fee, and a supplemental corporate fee.

Florida began chaying some corporate fees in 1943 and the legislature has since changed the
fees and the documents on which fees are charged. Fees vary according to the document.
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8)

9)

Intangibles tax 7 The state imposes a twmill one-time tax onnew mortgages.(A mill is $1
per $1,000 of value.In the past, Floridalsoimposed the intangibles tax on other items, such
as stocks and bondd. E Fathua® OA@ xAO OADPAAI AA ET O1 6A1 AEOGA

The tax on intangible personal property, suchnasrtgages,stocksand bonds, is one of only

O x wealthtaxesd6 OEAO EAOA A Anhkbthebbifghhe Estate &k, ho® BhAskd
out by Congresps Wealth taxes specifically target the accumulated assets of the wealthy,
OAOEAO OEAT DAT Pl Ath&axavdieldsfebsGhan $200 Ailiad in Gdnegad 8
revenue annually, compared to more than $1 billion five years ago.

Interest earnings 7 The state invests money not uséor day-to-day expenses and earns
interest. Because the state has spent dowrréservesand interest rates have declined
interest earningswill onlytotal about$117million inFY2010-11, down from more than $400
millionin FY200607.

10) Other taxes, fees and service charges 7 The remainder of general revenue budget is

generated by a variety of smaller taxéseverance taxpari-mutuels tax etc.), fees(court fees,
hospital fees, etc.and service charges imposed on trust funds

Potential Sources of Additional General Revenue

1 T O EaA dysieBexempts more potential sources of general revenue than it taxes. In FY2010

it is estimated that more than $30 billion of tax revenue that could be used for critical state

DOOPT OAOG EO 11 0 OAQZA@Ee&mptighs deubtiond,@xcigsiofa®sdfes, AEOOOA
credits, preferential tax ratesnd other similar special treatments to income, transactions and

services) oncenactedin law rarely if ever are revies or repealed (unlike specific appropriations in
the budgetwhich only last for one year)A detailed listing of these tax expenditures (tax preferences)
can be found in theozo Florida Tax Handbook.

(http://edr.state.fl.us/taxhandbooks/tahandbook2010 _2.pdf

For a more information on potential additional revenue, €& A # AT OA D 6 BOAaANEH O O
Approachto” OE1 AET C A " OACAO 4EADO - AGAOA ORAIEl GHEMXEDS] 06 . AA
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Section lll: Challenges Facing Florida

How Change Affects& 1 | OEAAG O ' Ol x OE A]

udget and tax deliberations in Florida now take place against the backdrop of a major change in
OEA OOAOAGO cOi xOES

The Florida we have known since World War Il has been characterized by a seédfaghd 1 A OO
O000AAT 6 1T £ 1 Ax COAtesétdgte@fom thé 28-lathEsGESiIH 104D Swith fewer
than two million people, to the fourthargest today, with almost 19 million. The new Floridians
resulted much less from the natural birth eathan from migration from other states and nations.
Today, only onethird of Florida residents were born in the stalte.

9AAO AEOAO UAAOh TAx OAOEAAT 6O AAI A ET AOI OAOS 4
each year between 1950 an@@7z and by as many as 400,000 for several years in the n06&¥ or

higher than 2.5 percent annually in some yeaBwit during the recession, for the first time in 60

years, Florida stopped growing. 3 OAOA AAT T 11 EOOO AdldEiondOspd1, OEAO &1 1
2009, was the same as a year earlier. They expect population to remain relatively flat until 2012 and

OEAT O1 coOix AO 1 AOGO OEAT EAI £ OEA OAOA xAB80OA AAA

This historic change has deep m@©OET 1 O &£ O &1 1 OEAA8O AATTTIT U AT A O¢
concludes:

(he old model for economic growth was predicated on strong population growth. Gaudy

rates of population growth will no longer be part for the course in Florida, and thus the model

for economic development must evolve, as must the tax structure. Growing the economy

xEl 1T 117 1711T¢cAO AA AEAApPn EO xEI1 OANOEOA OECIE
infrastructure, and into its labor force (via research and education).6*
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Compare to Other States?

lorida spends a largeshare of its budget on corrections than all but two states. We spend a

smaller share on elementary and secondary education, and a much smaller portion on higher

education?® In fact,state and local government spending on higher educatioRlarida as a
percentage of state personal income, was the lowest among the siat@906, and spending on
elementary and secondary education was lower than alldixstates®*

Whenstate and local spending for educatiane combined, Florida ranks 44n perperson spending

for all of education and 44for K-12 schools alon& In 20@, the U.SDepartment of Education

reports, states spent an average df@297per pupilonA1T AT AT OAOU AT A OAAT 1T AAOU
average of $,084placed it 38 in the country®

Florida State Government Lowest in Nation
State Employees Per 10,000 Population 2008

Rhode Island 161
Texas 153
Ohio 153
Arizona 149
Nevada 149
New York 139
California 138
Pennsylvania 131
lllinois 122
FLORIDA 119

10 lowest states

100 110 120 130 140 150 160 170 180

Ratio

Source: www.governing.con

What& 1 T OEAA AT AOT Gs@n azBiell giateiwbrkfokct In 208, Florida state
government recordedhe lowest number of fultime and parttime workers per 10,000 peopté any

state
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INn2006zOEA DAAE réalEstakel bbodiite Atdteranked only 40in the country in totabtate
andlocaltaxrevenueAO A DPAOAAT OACA 1T £ PAOOIT Al ETAII A8 &1 1
average and below seven other Southern stateénd instate government spending per person,

&1 1 OEAA8O OOAOA Cci OGAOT T AT O OPATAETIC T £ rohaQQ PAO
national average?

Floridaisa low-tax state. Despite complaints abouisingOA @A Oh &1 1T OEAAGO OOAOA cCi
collectsa smallershare £ EOO AEOEUAT Obas dvér dé I&sout decades MAY2DI00E AT EO
11, general revenugax collectionsare estimated to benly 31DAOAAT O 1T £ &1 1 OEAEAT 06

the lowest in 40 year§

General Revenue Collections as % of Florida Inco

4.1

4.0

3.6 -
3.2

3.0 3.0
2.8 - I I

yL ¥ o 1 o ) M) A
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trend over
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Source:&1 T OEAA 2A0AT OA %O O ETerm@dvéne AtalydisAEA @Y ThrBugh RY ,28-10,§Fall2009
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Going Forward

his Primer is designed to help citizens understand the state budget and assess how effectively
state government meets th@eeds of Floridians. Knowledge of revenues and spending lays the

Al 01 AACOETT A& O Ai1 OEAAOAOETIT 1T A&# A 1 AOGCA NOAOOE
xEAOEAO OEA OOAOA8O0 OA@ OOOOAOOOA EO Adsime AAEO Al
AEOEUAT O AT A pil EAUI AEAOO AAT T AEA 11 OA ET A& Oi AA

vitality and quality of life.

&1 1T OEAA8O AOACAO AT A OA@ OUOOAI EO ET T1TAAA 1T &£ Al
needs of Floridd O OAOEAAT OO0 Al AystaritaBiasid®@dpéd morg haboydarsO A @

ago. Moderniing thetax system is long overdu€loo many needs go unmet; too many Floridians go

without critical services for too long a period of timéhe thousands & BDAT DI A 11 OxAEOI EO
services include:

1 Over 28,000 people who are elderly.
1 19,000 people with disabilities.
I 17,000 people with substance abuse problems.
I 190,000 adults with serious and persistent mental health problems.
1 200,000 children with emotional disturbances.
1 Over 200,000 families needing financial assistance for childcare.
The Florida Center fdfiscal and Economic Policy hasd will continugo provide constructiveanalysis

and sound recommendations to modere& | | OEAAS6 O AOACAO AT A OA@ OUOOAI
Floridians in a fair anequitablemanner. This Primer is an important component odtleffort.

Tax and Budget Primer Florida Center for Fiscal and Economic Policy 22
www.fcfep.org



Glossary

Appropriations and Implementing Bills
Bills authorizing expenditure of public funds. These bills are effective for only one fiscal year.

Budget
The totality of appropriations measures passed by the legislature. The detailed spending plan submitted by
the governor to the legislature which recommends monetary allocations for each of the departments of the
OOAOA &I O OEA 1 A0 AEOAAI UAAO EO Al OT ETT xI
individual departments, each house prepares its own version of the budget

Conference Committee Report
The report of a conference committee on the bill or bills for which the committee was formed. The conference
committee report will usually include amendments proposed by the conference committee. The report of the
conference committee must be either adopted or rejected as a whole by each house.

Consensus Estimating Conferences
An umbrella term designating a group of conference bodies, consisting of members of the legislature,
representatives from the gI O A O bfficelndd@esignees from various state agencies, which meet to
develop caseload/workload data and revenue projections to assist in the budgeting and appropriations
process.

Constitution
The written instrument embodying the fundamental principles of the state which establishes power and
duties of the government and guarantees certain rights to the people. It is the basic law of the state and is
ratified by vote of the people.

Fiscal Year
For the state government of Florida, the period from July 1 to June 30 is referred to as the fiscal year for
budgetary and accounting purposes.

T OAOT T 080 " OACAO
The governor submits a spending plan to the legislature recommending funding allocations for each state
agency for the next fiscal year. Using recommendations from the Governor and individual departments, each
house prepares its own version of the budget.

Legislature, The Florida
&1 1 OE A A 8 leyisldiee Adpole@ofithe 40-member Senate and the 120-member House of
Representatives. Each house is the sole judge of the qualifications and elections of its members and has the
power to choose its own officers and establish its own rules of procedure. Either house may initiate
legislation on any subject. Senators serve four-year staggered terms and representatives serve two-year
terms. No legislator may seek reelection "if, by the end of the current term of office, the person will have
served . . . in that office for eight consecutive years." See Section 4 of Article VI of the State Constitution.

President of the Senate
The presiding officer of the Senate, having been designated by the majority party in caucus and then elected
by the full membership of the Senate for a term of two years at the organization session.

Proviso
Language used in a general appropriations bill to qualify or restrict the way in which a specific appropriation
is to be expended.
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Public Review Period, Constitutional (72-hour rule)
A 72-hour public-review period required by section 18(d) of Article Ill of the State Constitution before final

passage of general appropriations bills. Section 1(e) of Article VIl requires a 72-hour period after third reading
before the final passage of a bill increasing state revenues.

Session
4EA OAOI EO OOAA O OAZEAO AT OE O A DPAOOEAOI AO AAUSG
period for which the legislature has been convened.

Regular Session. This is the name given to the annual session that begins on the first Tuesday after the first
Monday in March of each odd-numbered year, and on the first Tuesday after the first Monday in March, or

such other date as may be fixed by law, of each even-numbered year, for a period not to exceed 60
consecutive days.

Speaker of the House of Representatives

The presiding officer of the House of Representatives, designated by the majority party in caucus and then
elected by the body for a term of two years at the organization session.

Trust Fund

A trust fund is a special account into which certain funds are deposited and out of which funds are disbursed
for a specific and exclusive purpose.

Veto, Line item
Power of the governor to selectively veto items in a general appropriations act or any specific appropriation
in a substantive act containing an appropriation. See section 18(b) of Article lil of the State Constitution for
restrictionsonthegi OAOT 1 060 GOA 1T £ OEEO bi xA

Veto override
Action by the legislature to set asidethegl OAOT T 086 O 1 AE A A O E lthirdOof theimemhds AAO8 ) O
voting in each house to override a veto.

(Note: Sources for the definitions of terms in this Glossary include the Florida House, Florida Senate and the
Office of the Governor.)
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