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QUESTIONS: Whether the receipts from the sales of intangible assets related to
I should be sourced to the market in which the intangible property is ultimately
used?

Whether the receipts from the sales of intangible assets related to
should be sourced to the market in which the intangible property is ultimately used?

ANSWER: The proceeds allocated to [jjjij may be sourced to Florida based on the identifiable
location of the customers. Proceeds allocated to intangibles related to the sales of |
should be removed from the numerator and denominator of the sales factor

because they cannot be readily attributed to any particular income producing activity of |
1

February 5, 2026

Via email to: |

RE:  Technical Assistance Advisement (TAA) — TAA#: 25C1-008MM
Corporate Income Tax
Request for Sourcing for Sales of
Sections . 212.05, I 2nd 212.15, Florida Statutes (‘F.S.”)
Rule 12C-1.0155, Florida Administrative Code (“F.A.C.”)

I (‘Taxpayer”)
BP:

FEIN:

Dear [
Your letter dated | rcovests guidance for the sourcing for sales of

. This response to your request constitutes a Technical
Assistance Advisement under Chapter 12-11, Florida Administrative Code, and issued to you under
the authority of s. 213.22, Florida Statutes.
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Under the terms of the agreement, Seller | o S

Upon delivery of the , Seller shall invoice Buyer for the total amount
due. Seller’s invoice shall be due and payable by Buyer on or before the
after Buyer receives the invoice.

o]

ISSUES

Whether the receipts from the sales of intangible assets related to || shou'd
be sourced to the market in which the intangible property is ultimately used?

Whether the receipts from the sales of intangible assets related to
should be sourced to the market in which the intangible property is ultimately used?
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LEGAL AUTHORITY

Section 212.094, F.S. states in part:

Sales, storage, use tax.-- It is hereby declared to be the legislative intent that every person
is exercising a taxable privilege who engages in the business of selling tangible personal
property at retail in this state, including the business of making or facilitating remote sales;
who rents or furnishes any of the things or services taxable under this chapter; or who stores
for use or consumption in this state any item or article of tangible personal property as defined
herein and who leases or rents such property within the state.

Section 220.15(1), (5), F.S. states:

(1) Except as provided in ss. 220.151, 220.152, and 220.153, adjusted federal income as
defined in s. 220.13 shall be apportioned to this state by taxpayers doing business within and
without this state by multiplying it by an apportionment fraction composed of a sales factor
representing 50 percent of the fraction, a property factor representing 25 percent of the
fraction, and a payroll factor representing 25 percent of the fraction.
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(5) The sales factor is a fraction the numerator of which is the total sales of the taxpayer in
this state during the taxable year or period and the denominator of which is the total sales of
the taxpayer everywhere during the taxable year or period.

(a) As used in this subsection, the term “sales” means all gross receipts of the
taxpayer except interest, dividends, rents, royalties, and gross receipts from the sale,
exchange, maturity, redemption, or other disposition of securities.

Rule 12C-1.0155(1)(f), F.A.C., states:
(f) Income from intangible personal property.

1. Where the income producing activity in respect to business income from intangible
personal property can be readily identified, such income is included in the
denominator of the sales factor and, if the income producing activity occurs in Florida,
in the numerator of the sales factor as well. For example, usually the income
producing activity can be readily identified in respect to interest income received on
deferred payments on sales of tangible personal property and income from the sale,
licensing, or other use of intangible personal property. The sale or licensing of the
use of a trade name, trademark, or patent will be attributable to the state in which the
trade name, trademark, or patent is used.

2. Where business income from intangible property cannot readily be attributed to
any particular income producing activity of the taxpayer, such income cannot be
assigned to the numerator of the sales factor for any state and shall be excluded from
the denominator of the sales factor. For example, where business income in the form
of dividends received on stock, royalties received on patents or copyrights, or interest
received on bonds, debentures or government securities results from the mere
holding of the intangible personal property by the taxpayer, such dividends and
interest shall be excluded from the denominator of the sales factor.

Rule 12C-1.0155(2), F.A.C.

Florida sales. The numerator of the sales factor includes gross receipts attributed to Florida
which were derived by the taxpayer from transactions and activities in the regular course of
its trade or business. All interest income, service charges, carrying charges, or time-price
differential charges incident to such gross receipts shall be included, regardless of the place
where the account records are maintained or the location of the contract or other evidence
of indebtedness.

(a) Sales of Tangible Personal Property in Florida. Gross receipts from sales of
tangible personal property are in Florida if the property is delivered or shipped to a
purchaser within Florida regardless of the F.O.B. point, other conditions of the sales,
or the ultimate destination of the property. Tangible personal property shipped by
common or contract carriers will use a destination test to determine whether the sale
is a Florida sale or a sale outside Florida.
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DISCUSSION AND ANALYSIS

A state is allowed by the U.S. Constitution to tax the income of a multistate corporation if the state
applies a formula that fairly apportions a percentage of the corporation’s income attributable to
business activities inside and outside the state. Under Florida law, the purpose of the apportionment
formula is to correctly measure a taxpayer’'s business activities within the state of Florida. Under
section 220.15, F.S., and Rule 12C-1.015, F.A.C, a corporation that conducts business activities
occurring both within and without Florida, and that by virtue of that activity, are taxable in another
state, must apportion their business income to Florida.

The Florida corporate income tax uses a three-factor apportionment formula with a sales factor
representing 50% of the factor, a property factor representing 25% of the factor, and a payroll factor
representing 25% of the factor. The calculation of a corporation’s Florida corporate income tax starts
with line 30 of the corporation’s federal taxable income. After certain addbacks and subtractions to
federal taxable income, required by Chapter 220, F.S., the amount of adjusted federal income
attributable to a multistate corporation’s business activities in Florida is determined by the application
of the apportionment formula and then subject to Florida corporate income tax.

Section 220.15(5), F.S., provides that the sales factor is a fraction the numerator of which is the total
sales of the taxpayer in this state during the taxable year or period and the denominator of which is
the total sales of the taxpayer everywhere during the taxable year or period. Generally speaking, the
sales factor should reflect the value of the markets for a taxpayer's goods and services since its
purpose is to balance the property and payroll factors by giving weight to elements of the business
not reflected in those factors.

This issue is whether occurred in the state of Florida. In order to make this

determination depends on whether the sales are sales of “tangible personal property” or other types
of sales.

Rule 12C-1.0155(1), F.A.C., states that for purposes of the sales factor of the apportionment formula,
the term “sales” means all gross receipts received by the taxpayer from transactions and activities in
the regular course of its trade or business. In addition, Rule 12C-1.0155(2), F.A.C. provides that the
numerator of the sales factor includes gross receipts attributed to Florida which were derived by the
taxpayer from transactions and activities in the regular course of its trade or business.

The tax treatment of | s 2 evolving area. There is currently no specific

accounting model that addresses the treatment of | NN
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can be sourced to the state where it is ultimately used. Therefore, the [jjjij_are readily identifiable,
the sales would be included in the sales factor of the state where they are ultimately utilized.
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I request references the Department’s sourcing of revenue from patents and trademarks,
royalty payments, and the payment of license fees for the right to create a user account to support
the proposition that receipts should be sourced to the market where the user/property is sold.
However, a more applicable provision in this circumstance would be the use of “goodwill.” Goodwiill
is an intangible personal property and represents the value of a business attributable to the
expectancy of continued customer patronage, due to the name or reputation of a business or any
other factor.

For receipts from the sale of intangible assets including goodwill, there are two classifications
addressed in Rule 12C-1.0155(1)(f), F.A.C.

1. Where the income producing activity in respect to business income from intangible
personal property can be readily identified, such income is included in the denominator of the
sales factor and, if the income producing activity occurs in Florida, in the numerator of the
sales factor as well. For example, usually the income producing activity can be readily
identified in respect to interest income received on deferred payments on sales of tangible
personal property and income from the sale, licensing, or other use of intangible personal
property. The sale or licensing of the use of a trade name, trademark, or patent will be
attributable to the state in which the trade name, trademark, or patent is used.

2. Where business income from intangible property cannot readily be attributed to any
particular income producing activity of the taxpayer, such income cannot be assigned to the
numerator of the sales factor for any state and shall be excluded from the denominator of the
sales factor. For example, where business income in the form of dividends received on stock,
royalties received on patents or copyrights, or interest received on bonds, debentures or
government securities results from the mere holding of the intangible personal property by
the taxpayer, such dividends and interest shall be excluded from the denominator of the sales
factor.

The generation of goodwill cannot readily be attributed to any particular income producing activity of
the taxpayer, so the income from the sale of it cannot be assigned to the numerator or denominator
of the sales factor for any state and shall be excluded from the denominator of the sales factor.

In general, intangibles are excluded from the apportionment factor because intangible assets, unlike
items of tangible property, cannot be attributable to a particular activity or any particular location. In
the case of the I . the buyer is paying for
I 'he contracts are not tied to a location and can change states if the market
permits |- Therefore, the proceeds allocated to intangibles should be excluded from
the numerator or denominator of the sales factor because it cannot be readily attributed to any
particular income producing activity of the Taxpayer.

CONCLUSION

Taxpayer’s proceeds allocated to [jjjij may be sourced to Florida based on the identifiable location
of the customers. Proceeds allocated to intangibles, related to the sales of

I should be removed from the numerator and denominator of the sales factor because it
cannot be readily attributed to any particular income producing activity of the Taxpayer.
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This response constitutes a Technical Assistance Advisement under s. 213.22, F.S., which is binding
on the Department only under the facts and circumstances described in the request for this advice
as specified in s. 213.22, F.S. Our response is based on those facts and specific situation
summarized above. You are advised that subsequent statutory or administrative rule changes or
judicial interpretations of the statutes or rules upon this advice is based may subject future
transactions to a different treatment than expressed in this response.

You are further advised that this response, your request and related backup documents are public
records under Chapter 119, F.S., and are subject to disclosure to the public under the conditions of
s. 213.22, F.S. Confidential information must be deleted before public disclosure. In an effort to
protect confidentiality, we request you provide the undersigned with an edited copy of your request
for Technical Assistance Advisement, the backup material and this response, deleting names,
addresses and any other details which might lead to identification of the taxpayer. Your response
should be received by the Department within 15 days of the date of this letter.

Sincerely,

) g 7
@mze/(/ c,(//l{)@/(//w’/
Pamela K. Slater
Senior Executive Attorney

Office of the General Counsel
(850) 617-8347

Record ID: 7001251908
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Office of Technical Assistance Satisfaction Survey
The Florida Department of Revenue invites you to complete the online Office of Technical Assistance
Satisfaction Survey to help us identify ways to improve our service to taxpayers. The survey is an
opportunity to provide feedback on your recent experience with the Department’s office of Office of
Technical Assistance. To access the survey, place the following address in your browser’s access bar:

https://tadr.questionpro.com

When you open the survey, you'll be asked to enter the following information. This information will
enable you to complete and submit the survey.

Notification number: 7001648149
Respondent code: 44

Tax type: Corporate Income Tax
Correspondence type: Technical Assistance

If you need technical assistance accessing the survey, please email Douglas Charity at
douglas.charity@floridarevenue.com.

Thank you.





