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CHAMBER ACTI ON

1| The Finance & Tax Comm ttee recommends the follow ng:

2

3 Council /Committee Substitute

4 Renove the entire bill and insert:

5 A Dbill to be entitled

6 An act relating to the tax on sales, use, and other

7 transactions; amending s. 212.052, F.S.; deleting an

8 exception to an exenption fromthe tax for research or

9 devel opnent costs; anmending s. 212.08, F.S.; exenpting
10 machi nery and equi pnent used predom nantly for research
11 and devel opnent activities; authorizing the Departnent of
12 Revenue to adopt rul es inplenenting the exenption;
13 provi ding requirenments and procedures for claimng the
14 exenption; requiring an affidavit to be given by a
15 t axpayer claimng entitlenment to the exenption; providing
16 penalties for fraudulently claimng the exenption;
17 requiring the Legislature to review the exenption;
18 providing for a study of the exenption by the Ofice of
19 Program Pol i cy Anal ysis and Governnent Accountability and
20 Enterprise Florida, Inc.; providing study requirenents;
21 requiring a report to the Governor and Legi sl ature;
22 revising criteria, requirenents, and procedures for
23 exenptions for sem conductor, defense, or space technol ogy
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24 production; revising the definition of the term"research
25 and devel opnent"; defining the term"machinery and
26 equi pment”; providing an effective date.

27
28| Be It Enacted by the Legislature of the State of Florida:
29
30 Section 1. Subsection (2) of section 212.052, Florida

31| Statutes, is anmended to read:

32 212. 052 Research or devel opnent costs; exenption. --

33 (2) Notwi thstanding any provision of this chapter to the
34| contrary, any person, including an affiliated group as defined
35| in s. 1504 of the Internal Revenue Code of 1954, as anended, who
36| manufactures, produces, conmpounds, processes, or fabricates in
37| any manner tangi ble personal property for such taxpayer's own

38| wuse directly and solely in research or devel opnent shall not be
39| subject to the tax inposed by this chapter upon the cost of the
40| product so manufactured, produced, conpounded, processed, or

41| fabricated. However—the tax—inposed-bythis chapter—shall-be
42| due-on-the purchase—rental—or repalr—of real property or
43 i ;

44

45

46 Section 2. Paragraph (j) of subsection (5) of section

47| 212.08, Florida Statutes, is anended to read:

48 212.08 Sales, rental, use, consunption, distribution, and
49| storage tax; specified exenptions.--The sale at retail, the

50| rental, the use, the consunption, the distribution, and the

51| storage to be used or consunmed in this state of the follow ng
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52| are hereby specifically exenpt fromthe tax inposed by this
53| chapter.
54 (5) EXEMPTIONS; ACCOUNT OF USE. - -
55 (j) Machinery and equi pnent used in research and

56| devel opnent and sem conductor, defense, or space technol ogy

57| production and—+research—and—developrent. --

58 1.a. WMuachinery and equi pnent used predom nantly for

59| research and devel opnent are exenpt fromthe tax i nposed by this

60| chapter.
61 b. The departnent may adopt rules that provide for

62| admnistering this exenption and for assunption of self-accrual

63| authority that is authorized by this subparagraph. Persons

64| claimng the exenption provided in this subparagraph shal

65| furnish the vendor of the machi nery or equi pnent, including the

66| vendor of nmaterials and | abor used in self-fabrication of the

67| nmachinery or equi pnent, an affidavit stating that the item or

68| itens for which an exenption is clained are nmachi nery and

69| equipnent that will be used predom nantly for research and

70| devel opnent as required by this subparagraph. The affidavit nust

71| contain the purchaser's nane, address, sales and use tax

72| registration nunber, and, if applicable, federal enployer's

73| identification nunber. A purchaser who clainms the exenption by

74| refund shall include the affidavit with the refund application.

75| Any person fraudulently furnishing an affidavit to the vendor

76| for the purpose of evadi nhg paynent of any tax inposed under this

77| chapter shall be subject to the penalty set forth in s. 212.085

78| and as ot herw se provided by |aw. Purchasers shall nmintain al

79| docunentation necessary to prove the exenpt status of purchases
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80| and fabrication activity and nake such docunentati on avail abl e

81| for inspection pursuant to the requirenents of s. 212.13(2). In

82| lieu of furnishing an affidavit, a purchaser claimng the

83| exenption provided in this subparagraph who has a direct pay

84| permt may furnish the vendor with a copy of the direct pay

85| pernt and shall namintain all docunmentation necessary to prove

86| the exenpt status of the purchases and fabrication activity and

87| nmke such docunentation avail able for inspection pursuant to the
88| requirenents of s. 212.13(2).
89 c. The Ofice of Program Policy Analysis and Gover nnent

90| Accountability and Enterprise Florida, Inc., shall study the

91| exenption provided for in this subparagraph to determ ne the

92| inpact of the exenption on the pronption of research and

93| devel opnent activities in this state. Enterprise Florida, |Inc.,

94| nmay contract with an i ndependent research organi zation to

95| performthe assessnent. The study nust include the estimted

96| annual cost of the exenption and an estinmate of the economc

97| inpact of increased research and devel opnent activities, if any.

98| By January 1, 2015, the office and Enterprise Florida, Inc.,

99| shall submt to the Governor, the President of the Senate, and

100 the Speaker of the House of Representatives reports that provide

101| the findings and reconmendations as to whether the exenption

102| should be retained by the Legislature. The Legi sl ature shal

103| review the exenption no later than July 1, 2015.

104 2.4-a. Industrial machinery and equi pnent used in
105| sem conductor technology facilities certified under subparagraph

106| 5.6+ to manufacture, process, conpound, or produce sen conductor

107| technol ogy products for sale or for use by these facilities are
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108| exenpt fromthe tax inposed by this chapter. For—purposes—of
109 . . . . . .

110 —di-es; i g,

111 . . ’ . : ’ ,
112 '
113
114| desigh—fabrication—and-assenbly—

115 b. Industrial machinery and equi pnent used in defense or

116| space technology facilities certified under subparagraph 5.6—to
117| manufacture, process, conpound, or produce defense technol ogy
118| products or space technol ogy products for sale or for use by
119| these facilities are exenpt from 25 percent of the tax inposed
120| by this chapter.

121 i
122
123
124 technology research and developrent facility certified under
125 i i
126
127
128
129
130| and-taborfor design—fabrication—and-assenbly
131 i i
132
133

134 hnol I L g | il Lt ed
135| under—subparagraph-6-—
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136 c.3— Building materials purchased for use in manufacturing

137| or expanding clean roonms in sem conductor-manufacturing

138| facilities are exenpt fromthe tax inposed by this chapter.

139 3.4~ In addition to neeting the criteria mandated by

140| subparagraph—3t— subparagraph 2., er—subparagraph—3— a busi ness
141| nust be certified by the Ofice of Tourism Trade, and Economc
142| Devel opnent as authorized in this paragraph in order to qualify

143| for exenption under subparagraph 2 this—paragraph.
144 4.5~ For itenms purchased tax exenpt pursuant to

145| subparagraph 2. this—paragraph, possession of a witten
146| certification fromthe purchaser, certifying the purchaser's

147| entitlenent to exenption pursuant to subparagraph 2. this
148| paragraph, relieves the seller of the responsibility of

149| collecting the tax on the sale of such itens, and the depart nment

150| shall ook solely to the purchaser for recovery of tax if it

151| determ nes that the purchaser was not entitled to the exenption
152 5.6-a. To be eligible to receive the exenption provided by
153| subparagraph—1— subparagraph 2., er—subparagraph—3—— a

154| qualifying business entity shall apply to Enterprise Florida,
155| Inc. The application shall be devel oped by the Ofice of

156| Tourism Trade, and Econoni c Devel opnent in consultation with
157| Enterprise Florida, Inc.

158 b. Enterprise Florida, Inc., shall review each subntted
159 application and information and determ ne whether or not the
160| application is conplete within 5 working days. Once an

161| application is conplete, Enterprise Florida, Inc., shall, within

162 10 working days, evaluate the application and recommend approval
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163| or disapproval of the application to the Ofice of Tourism

164| Trade, and Econom c Devel opnent.

165 c. Upon receipt of the application and recommendati on from
166 Enterprise Florida, Inc., the Ofice of Tourism Trade, and

167| Econom c Devel opnent shall certify within 5 working days those
168| applicants who are found to neet the requirenents of this

169| section and notify the applicant, Enterprise Florida, Inc., and
170| the departnment of the certification. If the Ofice of Tourism
171| Trade, and Econom c Devel opnent finds that the applicant does
172| not neet the requirenents of this section, it shall notify the
173| applicant and Enterprise Florida, Inc., within 10 worki ng days
174 that the application for certification has been denied and the
175| reasons for denial. The Ofice of Tourism Trade, and Econom c
176| Devel opnent has final approval authority for certification under
177 this section.

178 6. #a. A business may apply once each year for the

179| exenption provided by subparagraph 2.

180 b. The application nust indicate, for program eval uation
181| purposes only, the average nunber of full-tinme equival ent

182| enployees at the facility over the precedi ng cal endar year, the
183| average wage and benefits paid to those enpl oyees over the

184| preceding cal endar year, the total investnent nmade in real and
185| tangi ble personal property over the preceding cal endar year, and
186 the total value of tax-exenpt purchases and taxes exenpted

187| during the previous year. The departnent shall assist the Ofice
188| of Tourism Trade, and Econom c Devel opnent in eval uating and

189| verifying information provided in the application for exenption.
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190 c. The Ofice of Tourism Trade, and Econom c Devel opnent
191| may use the information reported on the application for

192| evaluation purposes only and shall prepare an annual report on
193| the exenption programand its cost and inpact. The annual report
194 for the preceding fiscal year shall be submtted to the

195| Governor, the President of the Senate, and the Speaker of the
196| House of Representatives by Septenber 30 of each fiscal year.
197 7.8~ A business receiving the eertifiedtoreceirvethis
198| exenption provided by subparagraph 1. or subparagraph 2. may

199| elect to designate one or nore state universities or conmunity

200| colleges as recipients to receive fromthe business an anount of

201| up to 100 percent of the amount of the exenption for which the
202| business qualifies they—smay—gualfy. To receive these funds, the

203| institution nust agree to match the funds so earned with

204| equival ent cash, prograns, services, or other in-kind support on
205| a one-to-one basis in the pursuit of research and devel opnment
206| projects as requested by the certified business. The rights to
207| any patents, royalties, or real or intellectual property nust be
208| vested in the business unless otherwi se agreed to by the

209| business and the university or comunity coll ege.

210 8.9~ As used in this paragraph, the term

211 a. "Predom nately" nmeans at |east 50 percent of the tine
212| in qualifying research and devel opnent.

213 b. "Research and devel opnent” neans research that has one

214| of the following as its ultimate goal

215 () Basic research in a scientific field of endeavor;

216 (I'l) Advanci ng know edge or technology in a scientific or

217| technical field of endeavor;
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218 (I'1'1) The devel opnent of a new product, whether or not the

219| new product is offered for sale;

220 (I'V) The inprovenent of an existing product, whether or

221| not the inproved product is offered for sale;

222 (V) The devel opnent of new uses of an existing product,

223| whether or not a newuse is offered as a rationale to purchase
224| the product; or

225 (V1) The design and devel opnent of prototypes, whether or

226| not a resulting product is offered for sale.
227

228| The term "research and devel opnent" does not include ordinary

229| testing or inspection of materials or products used for quality

230| control, narket research, efficiency surveys, consumer surveys,

231| advertising and pronotions, nanagenent studies, or research in

232| connection with literary, historical, social science,

233| psychological, or other simlar nontechnical activities basic
234 | Lied i I . . ng L

235 i i
236
237
238
239

240 c. "Sem conductor technol ogy products” means raw

241| sem conductor wafers or sem conductor thin filnms that are
242| transformed into sem conductor nenory or |ogic wafers, including
243| wafers containing mxed nenory and logic circuits; rel ated

244| assenbly and test operations; active-matrix flat panel displays;

245| sem conductor chips; sem conductor |asers; optoel ectronic
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246| elenments; and rel ated sem conductor technol ogy products as

247| determned by the Ofice of Tourism Trade, and Econom c

248| Devel opnent.

249 d. "dean roons" neans manufacturing facilities encl osed
2501 in a manner that neets the clean manufacturing requirenents

251| necessary for high-technol ogy sem conduct or-manufacturing

252| environnents.

253 e. "Defense technol ogy products” neans products that have
254 a mlitary application, including, but not limted to, weapons,
255| weapons systens, gui dance systens, surveill ance systens,

256| conmuni cations or information systens, munitions, aircraft,

257| vessels, or boats, or conponents thereof, which are intended for
258| mlitary use and manufactured in performance of a contract with
259 the United States Departnent of Defense or the mlitary branch
260| of a recogni zed foreign governnent or a subcontract thereunder
261| which relates to matters of national defense.

262 f. "Space technol ogy products" neans products that are
263| specifically designed or manufactured for application in space
264| activities, including, but not limted to, space |aunch

265| vehicles, mssiles, satellites or research payl oads, avionics,
266| and associ ated control systens and processing systens. The term
267| does not include products that are designed or nmanufactured for
268| general commercial aviation or other uses even though those

269| products nmay al so serve an incidental use in space applications.

270 g. "Mchinery and equi pnent"” includes, but is not limted

271| to, nolds, dies, machine tooling, other appurtenances or

272| accessories to nmachi nery and equi pnent, testing and neasuring

273| equipnent, test beds, conputers, and software, whether purchased
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or self-fabricated, and, if self-fabricated, includes materials
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CS

and | abor for design, fabrication, and assenbly.
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Section 3. This act shall take effect July 1, 2005.
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