Fl ori da Senate - 2006 CS for SB 962

By the Comrittee on CGovernnment Efficiency Appropriations; and
Senat ors Fasano and King

593-2146- 06
1 A Dbill to be entitled
2 An act relating to the tax on sales, use, and
3 ot her transactions; anmending s. 212.052, F.S.
4 del eting an exception to an exenption fromthe
5 tax for research or devel opnent costs; anmendi ng
6 s. 212.08, F.S.; deleting provisions providing
7 an exenption on account of use for machinery
8 and equi pnrent used for research and
9 devel opnent; exenpting machi nery and equi prment
10 used predominantly for research and devel opnent
11 activities; providing definitions; authorizing
12 t he Departnent of Revenue to adopt rules
13 admi ni stering and i npl ementing the exenption
14 provi di ng requi renents and procedures for
15 claimng the exenption; requiring an affidavit
16 to be given by a taxpayer claimng entitlenent
17 to the exenption; providing penalties for
18 fraudul ently claimng the exenption; providing
19 recor dkeepi ng requirenments; providing an
20 effective date.
21
22| Be It Enacted by the Legislature of the State of Florida:
23
24 Section 1. Subsection (2) of section 212.052, Florida
25| Statutes, is anended to read:
26 212.052 Research or devel opnent costs; exenption.--
27 (2) Notwithstandi ng any provision of this chapter to
28| the contrary, any person, including an affiliated group as
29| defined in s. 1504 of the Internal Revenue Code of 1954, as
30| anended, who manufactures, produces, conpounds, processes, or
31| fabricates in any manner tangi ble personal property for such
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t axpayer's own use directly and solely in research or

devel opnent shall not be subject to the tax inposed by this

chapter upon the cost of the product so manufactured,

produced, conpounded, processed, or fabricated. However—the

Section 2. Paragraph (j) of subsection (5) of section
212.08, Florida Statutes, is anended, and subsection (18) is
added to that section, to read:

212.08 Sales, rental, use, consunption, distribution,
and storage tax; specified exenptions.--The sale at retail
the rental, the use, the consunption, the distribution, and
the storage to be used or consuned in this state of the
foll owing are hereby specifically exenpt fromthe tax inposed
by this chapter.

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

(j) Machinery and equi pnent used in sem conduct or
def ense, or space technol ogy producti on argd—+research—and
developrent. - -

1.a. Industrial nmachinery and equi pnent used in
sem conductor technology facilities certified under
subpar agraph 5. 6~ to manufacture, process, conpound, or
produce seni conductor technol ogy products for sale or for use
by these facilities are exenpt fromthe tax inposed by this
chapter. For purposes of this paragraph, industrial machinery
and equi pnent includes nolds, dies, machine tooling, other
appurtenances or accessories to machinery and equi pnent,
testing equi pment, test beds, computers, and software, whether
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purchased or self-fabricated, and, if self-fabricated,
i ncludes materials and | abor for design, fabrication, and
assenbl y.

b. Industrial nmachinery and equi pnent used in defense
or space technology facilities certified under subparagraph 5.

6— to design, manufacture, assenble, process, conpound, or

produce defense technol ogy products or space technol ogy

products for sale or for use by these facilities are exenpt

from 26—pereent—oef the tax inposed by this chapter
Z2—a—Maeehinery—and—egquiprent—are—exerpt—from-thetax

of L g  qeit
certified—under—subparagraph—6—

2.3— Building materials purchased for use in
manuf acturi ng or expandi ng clean roons in
sem conduct or-manufacturing facilities are exenpt fromthe tax
i mposed by this chapter.

3.4~ In addition to neeting the criteria mandated by
subpar agraph 1. ors subparagraph 2., er——subparagraph—3— a

3
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busi ness nust be certified by the Ofice of Tourism Trade,
and Econoni c Devel opnent as authorized in this paragraph in
order to qualify for exenption under this paragraph.

4.5~ For itenms purchased tax exenpt pursuant to this
par agr aph, possession of a witten certification fromthe
purchaser, certifying the purchaser's entitlenment to exenption
pursuant to this paragraph, relieves the seller of the
responsibility of collecting the tax on the sale of such
items, and the departnent shall |ook solely to the purchaser
for recovery of tax if it determ nes that the purchaser was
not entitled to the exenption

5.6—a. To be eligible to receive the exenption
provi ded by subparagraph 1. ors subparagraph 2., er
subparagrFaph—3— a qualifying business entity shall apply
initially to Enterprise Florida, Inc. The origina

certification is valid for 2 years. In lieu of subnmitting a

new application, the original certification nmay be renewed

biennially by submtting to the Ofice of Tourism Trade, and

Econom c Devel opnent _a statenent, certified under oath, that

there has been no material change in the conditions or

circunstances entitling the business entity to the origina

certification. The initial application and the certification

renewal statenent shall be devel oped by the O fice of Tourism

Trade, and Econonic Devel opnent in consultation with
Enterprise Florida, Inc.

b. Enterprise Florida, Inc., shall review each
submitted initial application and information and determ ne
whet her or not the application is conplete within 5 working
days. Once an application is conplete, Enterprise Florida,

Inc., shall, within 10 worki ng days, evaluate the application

4

CODI NG Words st+r+eken are del etions; words underlined are additions.




© 00 N O 0o b~ W N B

W WN RN NNMNDNDRNDNNRNNDNRR R R B R B R B R
P O © ® N O U A W N RP O © ® N O 00 » W N B O

Fl ori da Senate - 2006 CS for SB 962
593-2146- 06

and recommend approval or disapproval of the application to
the O fice of Tourism Trade, and Econoni c Devel oprent.
c. Upon receipt of the jinitial application and

recomnmendation from Enterprise Florida, Inc., or upon receipt

of a certified renewal statenent, the O fice of Tourism

Trade, and Econonic Devel opnent shall certify within 5 working
days those applicants who are found to neet the requirenents
of this section and notify the applicant, Enterprise Florida,
Inc., and the department of the original certification or
renewal . If the Ofice of Tourism Trade, and Econonic
Devel opnent finds that the applicant does not neet the
requi renents of this section, it shall notify the applicant
and Enterprise Florida, Inc., within 10 worki ng days that the
application for certification has been denied and the reasons
for denial. The O fice of Tourism Trade, and Econonic
Devel opnent has final approval authority for certification
under this section.
F+—a—Abusinress—ay—apphbyr—ence—each—yrear—for—the
exenption—

d.b— The initial application and certification renewa

statenment nust indicate, for program eval uation purposes only,
the average nunber of full-tinme equival ent enpl oyees at the
facility over the preceding cal endar year, the average wage
and benefits paid to those enpl oyees over the precedi ng
cal endar year, the total investnment made in real and tangible
personal property over the precedi ng cal endar year, and the
total value of tax-exenpt purchases and taxes exenpted during
the previous year. The departnment shall assist the Ofice of
Tourism Trade, and Econom c Devel opnent in eval uating and
verifying informati on provided in the application for
exenption.
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1 e.e— The Ofice of Tourism Trade, and Econom c

2| Devel oprment may use the information reported on the

3| application for evaluation purposes only and shall prepare an
4| annual report on the exenption programand its cost and

5| inmpact. The annual report for the preceding fiscal year shal
6| be subnmitted to the Governor, the President of the Senate, and
7| the Speaker of the House of Representatives by Septenber 30 of
8| each fiscal year

9 6.8~ A business certified to receive this exenption
10| may el ect to designate one or nore state universities or

11| community colleges as recipients of up to 100 percent of the
12| amount of the exenption for which they may qualify. To receive
13| these funds, the institution nust agree to match the funds so
14| earned with equival ent cash, prograns, services, or other

15| in-kind support on a one-to-one basis in the pursuit of

16| research and devel opment projects as requested by the

17| certified business. The rights to any patents, royalties, or
18| real or intellectual property nust be vested in the business
19| unl ess otherw se agreed to by the business and the university
20| or conmmunity coll ege.

21 7.9~ As used in this paragraph, the term

22 - i -

23

24

25

26

27

28

29

30

31
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a.e— "Sem conductor technol ogy products" neans raw
sem conduct or wafers or sem conductor thin films that are
transfornmed into sem conductor nenory or |ogic wafers,

i ncludi ng wafers containing m xed nenory and logic circuits;
rel ated assenbly and test operations; active-matrix flat pane
di spl ays; sem conductor chips; sem conductor | asers;

optoel ectronic el enents; and related sem conductor technol ogy
products as deternmined by the Ofice of Tourism Trade, and
Econom ¢ Devel opnent .

b.d— "Clean roonms" nmeans manufacturing facilities
enclosed in a manner that neets the clean manufacturing
requi renents necessary for high-technol ogy
sem conduct or - manuf act uri ng environnents.

c.e—~ "Defense technol ogy products" nmeans products that
have a mlitary application, including, but not Iimted to,
weapons, weapons systens, guidance systens, surveillance
systenms, communi cations or information systems, munitions,
aircraft, vessels, or boats, or conponents thereof, which are
intended for mlitary use and manufactured in performance of a
contract with the United States Departnent of Defense or the
mlitary branch of a recognized foreign governnent or a
subcontract thereunder which relates to matters of nationa
def ense.

d.f~ "Space technol ogy products" nmeans products that
are specifically designed or manufactured for application in
space activities, including, but not linmted to, space |aunch

vehicles, space flight vehicles, nmissiles, satellites or

research payl oads, avionics, and associ ated control systens

and processing systems and conponents of any of the foregoing.

The term does not include products that are designed or
manuf actured for general commercial aviation or other uses
7
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even t hough those products nmay al so serve an incidental use in
space applications.

(18) MACHI NERY AND EQUI PMENT USED PREDOM NANTLY FOR
RESEARCH AND DEVELOPMENT. - -

(a) Machinery and equi pnent used predom nantly for

research and devel opnent as defined in this subsection are

exenpt fromthe tax inposed by this chapter

(b) For purposes of this subsection:

1. "Machinery and equi pment" includes, but is not

limted to, nolds, dies, machine tooling, other appurtenances

or accessories to machinery and equi pnent, testing and

neasuring equi pnent, test beds, conputers, and software,

whet her purchased or self-fabricated, and, if self-fabricated,

includes materials and | abor for design, fabrication, and

assenbl y.

2. "Predoninantly" neans at |east 50 percent of the
tinme.

3. "Research and devel opnent"” neans research that has

one of the following as its ultinmate goal

a. Basic research in a scientific field of endeavor;

b. Advanci ng know edge or technology in a scientific

or _technical field of endeavor;

Cc. The devel opment of a new product, whether or not

the new product is offered for sale;

d. The inprovenent of an existing product, whether or

not the inproved product is offered for sale;

e. The devel opment of new uses of an existing product,

whet her or not a new use is offered as a rationale to purchase

t he product; or

f. The design and devel opnent of prototypes, whether

or not a resulting product is offered for sale.
8
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1

2| The term "research and devel opnent” does not include ordinary
3| testing or inspection of materials or products used for

4| quality control, market research, efficiency surveys, consuner
5| surveys, advertising and pronotions, managenent studies, or

6| research in connection with literary, historical, socia

7| science, psychological, or other simlar nontechnica

8| activities.

9 (c) The department may adopt rules pursuant to ss.

10| 120.536(1) and 120.54 that provide for administering and

11| inplenenting this exenption

12 (d) A person who clains the exenption provided in this
13| subsection shall furnish the vendor of the machinery or

14| equipnent, including the vendor of materials and | abor used in
15| self-fabrication of the machinery or equipnment, an affidavit
16| stating that the itemor itenms for which an exenption is

17| clained are machinery and equipnment that will be used

18| predominantly for research and devel opnent as required by this
19| subsection. A purchaser who clains the exenption by refund
20| shall include the affidavit with the refund application. The
21| affidavit nmust contain the purchaser's nane, address, sales
22| and use tax registration nunber, and, if applicable, federa
23| enployer's identification nunber. Any person fraudulently
24| furnishing an affidavit to the vendor for the purpose of
25| evadi ng paynment of any tax inposed under this chapter shall be
26| subject to the penalty set forth in s. 212.085 and as
27| otherw se provided by |aw.
28 (e) In lieu of furnishing an affidavit, a purchaser
29| clainming the exenption provided in this subsection who has a
30| direct-pay pernit may furnish the vendor with a copy of the
31| direct-pay pernit and shall nmamintain all docunentation
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1| necessary to prove the exenpt status of the purchases and
2| fabrication activity.
3 (f) Purchasers shall mamintain all docunentation
4| necessary to prove the exenpt status of purchases and
5| fabrication activity and make such documentation available for
6| inspection pursuant to the requirenents of s. 212.13(2).
7 Section 3. This act shall take effect July 1, 2006
8
9 STATEMENT OF SUBSTANTI AL CHANGES CONTAI NED | N
COW TTEE SUBSTI TUTE FOR
10 SB 962
11
12| The Committee Substitute makes the follow ng changes to SB
13 962:
14| D ERBaSSembly of ‘Space or derense technol ogy products.
15| 2) Amends the definition of "space technol ogy products" by
16 Zgghgg ?Pgﬁg;fghght vehi cl es and conponents of any of the
17| 3) Aut hori zes that the original certificate issued by
Enterprise Florida, Inc. is valid for 2 years and
18 provi des for biennial renewals.
19
20
21
22
23
24
25
26
27
28
29
30
31
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