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As an added benefit to members of the Volusia Manufacturers Association, James Moore & Co., P.L., CPAs and Consultants
(“IM&Co.”), is providing a summary of various federal and state tax incentives as a reference tool for the manufacturing
community. Not all businesses will qualify for every incentive; however, we would be pleased to discuss any of the
following with a member who has questions.

Additionally, IM&Co. has the ability to search tax incentives by specific location to determine if a manufacturing company
is located within certain defined tax zones which may qualify them for additional tax incentives.

Federal Tax Credits, Deductions or Other Incentives—

e Research and Development tax credit - Research & Experimentation Tax Credits reward companies for investment
in developing new products and processes. Often, companies that are meant to benefit from these credits overlook
this opportunity.

e Cost segregation studies — Analyze all costs associated with real estate. The purpose is to identify hidden personal or
tangible property eligible for faster write-off. Manny companies can achieve substantial cash benefits by reclassifying
nonstructural building costs that are buried in their building construction or acquisition costs.

e Code Sec. 179 expensing — The increase in the Code Sec. 179 expensing allowance (to a $250,000 dollar limitation
and $800,000 investment limitation) that applies to tax years beginning in 2008 is extended to tax years beginning
in 2009.

e Bonus depreciation — The 50-percent bonus depreciation deduction that applies to tax years beginning in 2008 is
extended for one year.

e Manufacturer’s deduction — 6% in 2008 & 2009, increasing to 9% for years after 2009.

e NOL Carrybacks - Eligible small businesses can elect to use an extended three-, four-, or five-year carryback period
for 2008 net operating losses (NOLs).

e Individual estimated tax payments - For certain individuals with qualified small business income, estimated tax
payments for tax years beginning in 2009 may be based on 90 percent of the prior year’s tax liability.

Florida incentives —

e Exemption for Machinery/Equipment Used by New/Expanding Business in Manufacturing - Industrial machinery
and equipment purchased for use in new businesses that manufacture, process, compound, or produce for sale
items of tangible personal property at a fixed location are exempt from tax upon an affirmative showing by the
taxpayer, to the satisfaction of the Department of Revenue, that the items are used in a new business in the state.
(Fla. Stat. ch. 212.08(5)(b)1) Industrial machinery and equipment that is an integral part of the production process
or postproduction process qualifies for the exemption.

e Industrial machinery and equipment purchased for use in expanding manufacturing facilities or plant units that
manufacture, process, compound, or produce for sales items of tangible personal property at fixed locations in
Florida are exempt. (Fla. Stat. ch. 212.08(5)(b) 2.a.) To qualify, the taxpayer must make an affirmative showing that
the items purchased are used to increase the productive output of the expanded business by not less than 10%.
Industrial machinery and equipment that is an integral part of the production process or postproduction process
qualifies for the exemption.
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e Exemption for Labor/Parts/Repairs Incorporated Into Machinery/Equipment - The cost of labor, parts, and materials
required for repairing industrial machinery and equipment used in the manufacturing or preparation for shipping
of tangible personal property at a fixed location in Florida is exempt. Manufacturers are eligible for the exemption if
they are among the following industrial classifications: SIC Industry Major Group Numbers 10, 12-14, 20, 22-35, and
36-39 and Industry Group Number 212. (Fla. Stat. ch. 212.08(7)(zz))
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e Exemption for Materials Used in Manufacturing - Retail sales, “use”, “storage”, and “consumption” do not include
the sale, use, storage, or consumption of industrial materials, including chemicals and fuels, for future processing,
manufacture, or conversion into articles of tangible personal property for resale when such industrial materials
become components or ingredients of a finished product. (Fla. Stat. ch. 212.02(14)(c); Fla. Admin. Code. Ann. r. 12A-
1.063(1)(a))

e Exemption for Electricity/Steam/Fuels/Boiler Fuels Used in Manufacturing - A sales tax exemption applies to
charges for electricity used by specified industries at fixed locations in Florida to operate machinery and equipment
for qualified purposes. The exemption also applies to charges for steam used for qualified purposes. Uses of
electricity and steam qualified for the exemption include manufacturing, processing, compounding, production, or
preparation for the shipment of tangible personal property for sale. The operation of pollution control, recycling,
maintenance, or monitoring or control equipment used for such purposes is also eligible for the exemption. The
specified industries to which the exemption applies include several metal industries, textile industries, wood and
paper products industries, petroleum and coal industries, mineral and natural products industries, manufacturing
industries, electronic industries, rubber and plastic industries, transportation equipment industries, chemical
products industries and food products industries. (Fla. Stat. ch. 212.08(7)(ff))

Purchases of natural gas, residual oil, recycled oil, waste oil, solid waste material, coal, sulfur, or wood for use as a
combustible fuel in an industrial manufacturing, processing, compounding, or production process at a fixed location in
the state are exempt from sales and use tax. (Fla. Stat. ch. 212.08(7)(b))

e Exemption for Defense or Space Technology - Industrial machinery and equipment used in defense or space
technology facilities certified to design, manufacture, assemble, process, compound, or produce defense technology
products or space technology products for sale or for use by these facilities are exempt. (Fla. Stat. ch. 212.08(5)(j)1.
b)

Defense technology products include but are not limited to, weapons, weapons systems, guidance systems, surveillance
systems, communications or information systems, munitions, aircraft, vessels, or boats, or components thereof, which
are intended for military use and manufactured in performance of a contract or subcontract with the United States
Department of Defense or the military branch of a recognized foreign government. (Fla. Stat. ch. 212.08(5)(j)7.c)

Space technology products include, but are not limited to, space launch vehicles, space flight vehicles, missiles, satellites
or research payloads, avionics, associated control systems and processing systems, and any components of any of these
above items. (Fla. Stat. ch. 212.08(5)(j)7.d)

e Urban Enterprise Zone Jobs Tax Credit - As an alternative to a jobs tax credit against remitted sales and use tax,
qualified businesses may claim a credit for each qualified job they create in designated and ranked urban high-crime
areas. (Fla. Stat. ch. 212.097)
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Eligibility: Businesses eligible for the creditinclude those that are located in a qualified county and that are predominantly
engaged in, or are headquarters for a business predominantly engaged in activities usually classified within the following
standard industrial classifications: (1) agriculture, forestry, and fishing; (2) manufacturing; (3) retail; (4) public warehousing
and storage; (5) hotels and other lodging places; (6) research and development; (7) motion picture production and allied
services; (8) public golf courses; and (9) amusement parks. (Fla. Stat. ch. 212.097) A “qualified high-crime area” is an
area selected by the Office of Tourism, Trade, and Economic Development according to specified criteria. (Fla. Stat. ch.
212.097(1)(e))

Other state-wide incentives

e Florida Recycling Loan Program - The Florida Recycling Loan Program, administered by Florida First Capital Finance
Corp. (FFCFC) for the Department of Environmental Protection, provides below market financing for companies
that manufacture products from recycled materials or convert recyclable materials into raw materials for use in
manufacturing. The program offers funding for the purchase of machinery and equipment at a fixed interest rate as
low as 2% below the Prime Lending Rate for the life of the loan (up to 10 years). The potential borrower is required
to have an equity injection of 10% of the total amount of the loan.

e Private Activity Bonds: Manufacturing Facility Bond Pool - The federal government annually allows an amount
equal to $80.00 per capita of tax-exempt bonds to be issued in each state ($1,391,772,880 for Florida in 2005).
These private activity bonds (PABs) are issued for affordable housing, manufacturing and special projects. Florida
has designated a portion of this total amount for Florida businesses. The Manufacturing Facility Bond Pool provides
manufacturers have access to $97.5 million. Allocation from the Manufacturing Facility Bond Pool is limited to
manufacturing projects, thus enabling the State to assist manufacturers in obtaining cost-effective financing for
expansion or new Florida projects. An allocation from the Manufacturing Facility Bond Pool grants authority to an
entity to issue tax-exempt bonds. It is not a grant or lease of funds. This low-cost debt financing can be used for land
acquisition, new facility construction and new equipment purchases (additional rules apply to the financing of an
existing facility and/or used equipment) for projects totaling $10 million or less.

Eligibility: Access to the Manufacturing Facility Bond Pool is automatic for all Private Activity Bond allocation applicants
who are financing manufacturing facilities defined in section 144(a)(12)(c) of the Internal Revenue Code as: “any facility
which is used in the manufacturing or production of tangible personal property (including the processing resulting in a
change in the condition of such property.”
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