External Multistate Tax Alert

External Multistate Tax Alert
March 30, 2018

Enacted Florida legislation provides for IRC
conformity update and other tax law
changes
Overview
On March 23, 2018, Florida Governor Rick Scott signed House Bills 7087 (H.B. 7087)1 and 7093 (H.B. 7093),2 which
amended Florida’s tax laws affecting corporate income tax, sales and use tax and fuel tax. Notable amendments
include the following:
•

Updating Florida’s federal tax conformity date to the Internal Revenue Code (IRC) in effect on
January 1, 2018.

•

Extending Florida’s current decoupling from federal bonus depreciation to include assets placed
in service before January 1, 2027.

•

Requiring the Department of Revenue to conduct a study to evaluate the impact of federal tax
reform on the Florida Corporate Income Tax (CIT).

•

Establishing a one year reduction to the current 5.5 percent CIT tax rate contingent upon
satisfaction of a specified tax revenue target, for taxable years beginning on or after January 1,
2019.

•

Reducing the sales tax rate on leases of commercial real property.

•

Establishing a three-day back-to-school sales tax holiday beginning August 3, 2018.

•

Establishing a seven-day disaster preparedness sales tax holidays beginning June 1, 2018.

This tax alert summarizes the more significant provisions of the tax amendments provided by H.B. 7087 and 7093 and
provides some taxpayer considerations.
Conformity to IRC in effect on January, 1 2018 and bonus depreciation decoupling
H.B. 7093, effective retroactively to January 1, 2018, updates the Florida Income Tax Code definition of
“Internal Revenue Code” to mean the IRC “as amended and in effect on January 1, 2018.”3 H.B. 7093
also extends Florida’s bonus depreciation decoupling provisions, requiring an addition modification for
the calculation of Florida taxable income equal to 100 percent of any federal bonus depreciation
deductions taken under I.R.C. §§ 167 and 168(k) for property placed in service after December 31, 2007
and before January 1, 2027.4
Department of Revenue Study of impact of federal tax reform
H.B. 7093 requires the Department of Revenue (Department) to examine how federal tax reform will affect the Florida
Corporate Income Tax. The Department must conduct at least two public workshops to gather public input. The
Department must also submit a report by February 1, 2019 addressing: (1) the effect of federal tax reform on the Florida

A copy of H.B. 7087 is available here.
A copy of H.B. 7093 is available here.
3
H.B. 7093, Secs. 1 and 8, amending Fla. Stat. § 220.03(1)(n). Prior to the enactment of H.B. 7093, the Florida definition of “Internal
Revenue Code” referenced the IRC as amended and in effect on January 1, 2017.
4
H.B. 7093, Sec. 2, amending Fla. Stat. § 220.13(1)(e)1. Prior to the enactment of H.B. 7093, Florida’s bonus depreciation decoupling
provisions applied to property placed in service before January 1, 2021.
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CIT, (2) options available to the Florida Legislature to integrate state law with federal law, (3) an estimated fiscal impact for
each option and (4) a compilation of input received from the public during the study.5
Contingent Florida CIT tax rate reduction
H.B. 7093 creates Fla. Stat. Sec. 220.1105 which provides for a one year tax rate reduction to the current 5.5 percent
Florida CIT tax rate contingent upon satisfaction of a revenue-based formula, as follows:
To the extent that net collections of Florida Corporate Income Tax for the 2018-2019 fiscal year exceed adjusted
forecasted collections (defined as net collections forecasted by the Florida Revenue Estimating Conference for the
same fiscal year, increased by 7%), the tax rate imposed for taxable years beginning on or after January 1, 2019 is
computed by multiplying the current rate by the quotient of adjusted forecasted collections divided by the net
collections.6
The Department is required to determine whether a CIT tax rate reduction is required by October 1, 2019. If the net CIT
tax collections for the 2018-2019 fiscal year exceed the adjusted forecasted collections, the Department must refund to all
eligible taxpayers a ratable share of the excess tax collections for that fiscal year. For these purposes, eligible taxpayers are
those taxpayers with taxable years that begin between April 1, 2017, and March 31, 2018, and whose final tax liability for
such taxable year is greater than zero.7 The CIT rate reduction provisions are repealed for taxable years beginning on or
after January 1, 2020.
Sales tax rate reduction on commercial real property leases
H.B. 7087 reduces the sales tax on commercial real property leases from 5.8 percent to 5.7 percent. The new rate will
go into effect on January 1, 2019.8
Back-to-school sales tax holiday - August 3, 2018 through August 5, 2018
Beginning August 3, 2018, through August 5, 2018, H.B. 7087 provides that no sales tax may be collected on the
retail sale of certain clothing and school supplies. Under certain conditions, participation in the sales tax holiday is
optional for dealers if less than 5 percent of the dealer’s gross sales of tangible personal property in the prior calendar
year were comprised of items that would be exempt during the sales tax holiday. 9
Seven-day disaster preparedness sales tax holiday beginning June 1, 2018
H.B. 7087 provides a seven-day sales tax holiday beginning June 1, 2018 and ending June 7, 2018 for purchases of
certain items used for hurricane and other disaster preparations.10
Tax-free motor fuel exports
H.B. 7087 provides an exemption from motor fuel taxes for otherwise taxable fuel purchased between terminal
suppliers if the fuel is ultimately destined for export, providing certain documentation requirements are satisfied.11
Aviation fuel fax exemption
H.B. 7087 creates an aviation fuel tax exemption of 1.42 cents per gallon for certain air carriers, effective July 1,
2019.12
Considerations
H.B. 7087 and 7093 result in significant changes to Florida’s tax laws, most notably updating the IRC conformity to
January 1, 2018 as well as providing for a potential one year reduction to the current 5.5 percent CIT tax rate.
Taxpayers potentially impacted by the enactment of these laws should consult with their Florida tax advisors for
further assistance.

H.B. 7093, Sec. 3.
H.B. 7093, Sec. 4.
7
H.B. 7093, Secs. 4-6, creating Fla. Stat. § 220.1105 and amending Fla. Stat. §§ 220.11 & 220.63. The Department is required to
calculate refunds by February 15, 2020 and to issue refunds no later than March 1, 2020.
8
H.B. 7087, Sec. 33.
9
H.B. 7087, Sec. 54.
10
H.B. 7087, Sec. 55.
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H.B. 7087, Sec. 27
12
H.B. 7087, Sec. 28.
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Contacts:
If you have questions regarding H.B. 7087, H.B. 7093 or other Florida tax matters, please contact any of the following
Deloitte Tax professionals:
Jamie Summers
Partner
Deloitte Tax LLP, Miami
+1 305 372 2608
jsummers@deloitte.com

Christopher Snider
Managing Director
Deloitte Tax LLP, Miami
+1 305 808 2377
csnider@deloitte.com

Cathy Newport
Senior Manager
Deloitte Tax LLP, Tampa
+1 813 470 8633
cnewport@deloitte.com

Ian Lasher
Managing Director
Deloitte Tax LLP, Tampa
+1 813 405 1930
ilasher@deloitte.com

Ben Jablow
Manager
Deloitte Tax LLP, Tampa
+1 813 405 1926
bjablow@deloitte.com

Austin Riopelle
Manager
Deloitte Tax LLP, Tampa
+1 813 769 6137
ariopelle@deloitte.com

The authors of this alert would like to acknowledge the contributions of Jake Kniffin to the drafting process. Jake is a
Senior Tax Consultant working in the Tampa Multistate Tax practice of Deloitte Tax LLP.
For further information, visit our website at www.deloitte.com
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any decision or action that may affect your business. Before making any decision or taking any action that may affect your business, you should
consult a qualified professional adviser. Deloitte shall not be responsible for any loss sustained by any person who relies on this alert.
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