Florida Senate - 2000 CS for SB 1458

By the Cormittee on Fiscal Resource and Senator King

314-2203-00

1 A bill to be entitled

2 An act relating to tax on sal es, use, and other

3 transactions; providing |legislative intent;

4 anending s. 212.08, F.S.; revising the anount

5 of the exenption for industrial nmachinery and

6 equi pnent used in an expandi ng busi ness;

7 providing for application of the exenption for

8 repair and | abor charges for industrial

9 machi nery and equi pnent to machi nery and

10 equi pnent used to prepare tangi bl e persona

11 property for shipnent; providing for such

12 exenption to apply to additional industries;

13 providing for a refund of certain taxes paid;

14 providing an effective date.

15

16 | Be It Enacted by the Legislature of the State of Florida:
17

18 Section 1. It is the intent of the Legislature that
19 | the nmanufacturing sector of Florida's econony be viable and
20 | conpetitive in the world nmarketplace. Furthernore, it is
21| equally inportant to construct tax policy that both retains
22 | manufacturers and recruits them In that regard, it is the
23| intent of the Legislature to address nmanufacturing tax issues
24 | systematically each year until such equity and parity are
25 | acconpl i shed.
26 Section 2. Paragraph (b) of subsection (5) and
27 | paragraph (eee) of subsection (7) of section 212.08, Florida
28 | Statutes, are anended to read:
29 212.08 Sales, rental, use, consunption, distribution
30| and storage tax; specified exenptions.--The sale at retail
31| the rental, the use, the consunption, the distribution, and
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the storage to be used or consuned in this state of the
following are hereby specifically exenpt fromthe tax inposed
by this chapter.

(5) EXEMPTI ONS; ACCOUNT OF USE. - -

(b) Machinery and equi pnent used to increase
productive output. --

1. Industrial nmachi nery and equi pnent purchased for
excl usi ve use by a new business in spaceport activities as
defined by s. 212.02 or for use in new busi nesses which
manuf act ure, process, conpound, or produce for sale itenms of
tangi bl e personal property at fixed |ocations are exenpt from
the tax inposed by this chapter upon an affirmative show ng by
the taxpayer to the satisfaction of the departnent that such
items are used in a new business in this state. Such purchases
nmust be nade prior to the date the business first begins its
productive operations, and delivery of the purchased item nust
be made within 12 nonths of that date.

2.a. Industrial machinery and equi pnent purchased for
excl usi ve use by an expanding facility which is engaged in
spaceport activities as defined by s. 212.02 or for use in
expandi ng manufacturing facilities or plant units which
manuf act ure, process, conpound, or produce for sale itenms of
tangi bl e personal property at fixed |locations in this state
are exenpt from any anount of tax inposed by this chapter in
excess of $15, 000$56,-666 per cal endar year upon an
affirmati ve showi ng by the taxpayer to the satisfaction of the
departnment that such itens are used to increase the productive
out put of such expanded facility or business by not |ess than
10 percent.

b. Notwi thstanding any other provision of this
section, industrial nachinery and equi pnent purchased for use
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in expanding printing manufacturing facilities or plant units
t hat nmanufacture, process, conpound, or produce for sale itens
of tangi bl e personal property at fixed locations in this state
are exenpt from any anount of tax inposed by this chapter upon
an affirmati ve showi ng by the taxpayer to the satisfaction of
the departnent that such itens are used to increase the
productive output of such an expanded busi ness by not | ess
than 10 percent.

3.a. To receive an exenption provided by subparagraph
1. or subparagraph 2., a qualifying business entity shal
apply to the departnent for a tenporary tax exenption permt.
The application shall state that a new busi ness exenption or
expanded busi ness exenption is being sought. Upon a tentative
affirmati ve determ nation by the departnent pursuant to
subparagraph 1. or subparagraph 2., the departnent shall issue
such permt.

b. The applicant shall be required to maintain al
necessary books and records to support the exenption. Upon
conpl etion of purchases of qualified nmachinery and equi pnent
pursuant to subparagraph 1. or subparagraph 2., the tenporary
tax pernmit shall be delivered to the departnent or returned to
the departnent by certified or registered mail

c. If, in a subsequent audit conducted by the
departnment, it is deternmined that the machi nery and equi prnent
purchased as exenpt under subparagraph 1. or subparagraph 2.
did not neet the criteria nmandated by this paragraph or if
commencenent of production did not occur, the anobunt of taxes
exenpted at the tinme of purchase shall imrediately be due and
payable to the departnment by the business entity, together
with the appropriate interest and penalty, conputed fromthe
date of purchase, in the manner prescribed by this chapter
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d. In the event a qualifying business entity fails to
apply for a tenporary exenption permt or if the tentative
determ nation by the departnent required to obtain a tenporary
exenption permt is negative, a qualifying business entity
shal | receive the exenption provided in subparagraph 1. or
subparagraph 2. through a refund of previously paid taxes. No
refund may be nmade for such taxes unless the criteria nandated
by subparagraph 1. or subparagraph 2. have been net and
commencenent of production has occurred.

4. The departnent shall pronul gate rul es governing
applications for, issuance of, and the formof tenporary tax
exenption permts; provisions for recapture of taxes; and the
manner and form of refund applications and nay establish
guidelines as to the requisites for an affirmati ve show ng of
i ncreased productive output, conmencenent of production, and
qgqualification for exenption

5. The exenptions provided in subparagraphs 1. and 2.
do not apply to nmachinery or equi pnent purchased or used by
electric utility conpani es, conmuni cations conpanies, oil or
gas exploration or production operations, publishing firns
that do not export at |east 50 percent of their finished
product out of the state, any firmsubject to regulation by
the Division of Hotels and Restaurants of the Departnment of
Busi ness and Professional Regul ation, or any firmwhich does
not nmanufacture, process, conmpound, or produce for sale itens
of tangi bl e personal property or which does not use such
machi nery and equi pnent in spaceport activities as required by
this paragraph. The exenptions provided in subparagraphs 1
and 2. shall apply to nachinery and equi pnent purchased for
use in phosphate or other solid mnerals severance, mnining, or
processi ng operations only by way of a prospective credit
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agai nst taxes due under chapter 211 for taxes paid under this
chapter on such nachi nery and equi pnent.

6. For the purposes of the exenptions provided in
subparagraphs 1. and 2., these terns have the foll ow ng
neani ngs:

a. "lIndustrial nmachinery and equi pnrent" neans "section
38 property" as defined in s. 48(a)(1)(A) and (B)(i) of the

I nternal Revenue Code, provided "industrial nachinery and
equi pnent" shall be construed by regul ati ons adopted by the
Departnent of Revenue to nean tangi bl e property used as an
i ntegral part of spaceport activities or of the manufacturing,
processi ng, conpoundi ng, or producing for sale of items of
tangi bl e personal property. Such termincludes parts and
accessories only to the extent that the exenption thereof is
consistent with the provisions of this paragraph

b. "Productive output" neans the nunber of units
actually produced by a single plant or operation in a single
conti nuous 12-nonth period, irrespective of sales. |Increases
in productive output shall be nmeasured by the output for 12
conti nuous nonths imediately foll owing the conpletion of
installation of such machi nery or equi pnent over the output
for the 12 continuous nonths inredi ately precedi ng such
installation. However, if a different 12-npobnth conti nuous
period of tinme would nore accurately reflect the increase in
productive output of machinery and equi pnent purchased to
facilitate an expansion, the increase in productive output nay
be nmeasured during that 12-nonth continuous period of tine if
such tine period is nutually agreed upon by the Departnent of
Revenue and the expandi ng business prior to the comencenent
of production; provided, however, in no case nay such tine
period begin later than 2 years followi ng the conpletion of
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installation of the new machi nery and equi pnent. The units
used to neasure productive output shall be physically
conpar abl e between the two periods, irrespective of sal es.

7. Notwithstandi ng any other provision in this
paragraph to the contrary, in order to receive the exenption
provided in this paragraph a taxpayer nust register with the
WAGES Pr ogram Busi ness Regi stry established by the | ocal WAGES
coalition for the area in which the taxpayer is located. Such
regi stration establishes a conmtnent on the part of the
t axpayer to hire WAGES program partici pants to the naxi num
extent possible consistent with the nature of their business.

(7) M SCELLANEQUS EXEMPTI ONS. - -

(eee) Certain repair and | abor charges.--

1. Subject to the provisions of subparagraphs 2. and
3., there is exenpt fromthe tax inposed by this chapter al
| abor charges for the repair of, and parts and materials used
in the repair of and incorporated into, industrial machinery
and equi pnent which is used for the manufacture, processing,
conmpoundi ng, of production, or preparation for shipnent of

items of tangi ble personal property at a fixed location within
this state.

2. This exenption applies only to industries
classified under SIC Industry Major Group Nunbers 10, 12, 13,
14, 20, 22, 23, 24, 25, 26, 27, 28, 29, 30, 31, 32, 33, 34,
35,36, 37, 38, and 39 and Industry G oup Number 212. As used
in this subparagraph, "SIC' neans those classifications
contained in the Standard | ndustrial Cl assification Manual
1987, as published by the Ofice of Managenent and Budget,
Executive Ofice of the President.

3. This exenption shall be applied as follows:
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a. Beginning July 1, 1999, 25 percent of such charges
for repair parts and | abor shall be exenpt.

b. Beginning July 1, 2000, 50 percent of such charges
for repair parts and | abor shall be exenpt.

c. Beginning July 1, 2001, 75 percent of such charges
for repair parts and | abor shall be exenpt.

d. Beginning July 1, 2002, 100 percent of such charges
for repair parts and | abor shall be exenpt.

Exenptions provided to any entity by this subsection shall not
inure to any transaction otherw se taxabl e under this chapter
when paynent is made by a representative or enpl oyee of such
entity by any neans, including, but not linmted to, cash
check, or credit card even when that representative or
enpl oyee i s subsequently reinbursed by such entity.

Section 3. For the period July 1, 1998, through June
30, 1999, every business classified under |Industry G oup

Nunmber 212, which has collected and paid tax i nposed by

chapter 212 on charges for steamor electrical energy used in

t he manner provided by section 212.08(7)(ii), Florida

Statutes, shall qualify for a refund of said taxes pursuant to
sections 213.255 and 215.26, Florida Statutes, or shall be
relieved of the requirenent to pay such taxes if those taxes

have not been collected and paid. It is the intent of the

Legislature that this provision shall be applied as if

I ndustry Group Nunber 212 had never been excluded fromthis

exenption. As used in this paragraph "SI C' neans those

classifications contained in the Standard | ndustri al
Cl assification Manual, 1987, as published by the Ofice of
Managenent and Budget, Executive Ofice of the President.
Section 4. This act shall take effect July 1, 2000.
7

CODING:Words st+ieken are deletions; words underlined are additions.




r

Florida Senate - 2000 CS for SB 1458
314-220 0

i
2

1 STATEMENT OF SUBSTANTI AL CHANGES CONTAI NED I N
COW TTEE_SUBSTI TUTE FOR

2 SB 1458

3

411 %ggegg t he $50, 000 threshol d for expandi ng busi nesses to

5 1)

2) Includes in the sales tax exenption for repair and |abor
6 char ges E used for the preparation for shipnment of
; itens of
3) I ncludes SIC code 35 in the exenption, which is

8 clarifying | anguage

91| 4 Provides a refund of taxes paid for the period of July
1, 1998, through June 30, 1999, on charges for steam or

10 el ectrical enefgy used bY I ndustry Group Nunber 212, or
if taxes were not coll ected, such’ business does not have

11 to Pay such taxes. The 1998 Legi sl ature i nadvertently
| eft out Industry Goup 212, cigar nanufacturers, from

12 the exenption for steamor elecfricity used in
manuf act uri ng.

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31
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