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California Needs a Health IT and
Life Science Investment
Capital Gains Tax Amnesty

MODEL LEGISLATION: NEW MARKETS TAX CREDIT.

(a) ALLOWANCE OF CREDIT-
(1) IN GENERAL- In the case of a taxpayer who holds } qualified equity investment on a
credit allowance date of such investment which ocdurs during the taxable year, th
new markets tax credit determined under this sectioN for such taxable year is a
amount equal to ___ percent of the amount paid to taNgeted technology busi
for such investment at its original issue.
(2) CREDIT ALLOWANCE DATE- The term “credit allowance date” means, wi
any qualified equity investment--
(A) the date on which such investment is initially made, and
(B) each of the 6 anniversary dates of such date thereafter.
(b) QUALIFIED EQUITY INVESTMENT- For purposes of this section--
(1) IN GENERAL- The term “qualified equity investment' means any equity investment
in a qualified targeted technology business if--
(A) such investment is acquired by the taxpayer at its original issue (directly or
through an underwriter) solely in exchange for cash,
(B) substantially all of the proceeds from such investment is used by the
gualified technology business entity for research and development
expenditures, and

(3) EQUITY INVESTMENT- The term “equity investment' means--
(A) any stock in a qualified technology business which is a corporation, and
(B) any capital interest in a qualified technology business which is a partnership.
(c) QUALIFIED TARGETED TECHNOLOGY INVESTMENTS- For purposes of this section--
(1) IN GENERAL- The term "qualified targeted technology investment' means--

(A) any equity investment in, or loan to, any qualified targeted technology
business,

(2) QUALIFIED TARGETED TECHNOLOGY BUSINESS-

(A) IN GENERAL- For purposes of paragraph (1), the term “qualified targeted
technology business' means, with respect to any taxable year, any
corporation or partnership if for such year--

(i) where at least 50 percent of the total gross revenue of such entity is
dedicated to research and development of novel life sciences
technologies including but not limited to diagnostics, treatments or
cures for underserved diseases, alternative energies, and healthcare
cost reduction technologies,

(d) LIMITATION ON AMOUNT OF INVESTMENTS DESIGNATED-



(1) IN GENERAL- There is a new markets tax credit limitation of S
each of calendar years 2009 through 2014.

(2) CARRYOVER OF UNUSED LIMITATION- If the new markets,
any calendar year exceeds the aggregate amount allocaged under paragraph
such year, such limitation for the succeeding calendar#ear shall be increased by t
amount of such excess.

(e) EFFECTIVE DATE- The amendments made by this section shall@apply to investments made after
December 31, 2008.




(a)

(b)

(c)

(d)
(e)

(f)

California Should Invest in UC-Oriented
Life Sciences Incubators

MODEL LEGISLATION: PENNSYLVANIA GREENHOUSE INITIATIVE
[Excerpt from Pennsylvania House Bill No. 2, 2001 Session]

CHAPTER 19
REGIONAL BIOTECHNOLOGY RESEARCH CENTERS

Section 1901. Scope of chapter.
This chapter deals with the establishment of regional biotec

ology research centers.

Section 1902. Regional research centers.
Establishment of centers.--The Department of Community and E
consultation with the Department of Health, shall establish three regional biotechnolo
research centers to facilitate research through the sharing of funds and infrastructure.
Nonprofit corporations to own and operate centers.—The Department of Community an
Economic Development shall seek applicants for the purpose of forming nonprofit
corporations which shall own and operate regional biotechnology research centers.
Board of directors.--The nonprofit corporation shall establish a board of directors
consisting of at least seven members of which the Secretary of Community and Economic
Development and the Secretary of Health or their designees shall be ex officio members.
The board of directors shall include representatives of the for-profit and nonprofit
institutions and organizations participating in the research center, as well as other
representatives of local, civic or community groups.

Board chairperson.--The Secretary of Community and Economic Development shall appoint
the chairperson of the board of directors, who shall serve a term of four years.

Functions of centers.--The regional biotechnology research centers shall develop and
implement biotechnology research projects which promote and coordinate research in this
Commonwealth in order to:

(1) Create or enhance research and related industries in Pennsylvania.

(2) Develop high quality and commercially useful patents.

(3) Attract venture capital investments.

(4) Attract and retain leading scientists.

(5) Encourage training and educational programs.

(6) Develop regional research specialties.

(7) Implement the commercial development of new research discoveries.
Application.--The board of directors of each regional biotechnology research center shall
submit an application to the Secretary of Community and Economic Development which
contains the following:

(1) Alisting of the for-profit and nonprofit institutions and organizations that will

comprise the nonprofit corporation and that will own and operate the research
center.



(2) The names and affiliations of the members of the board of directors for the
nonprofit corporation.

(3) The proposed programs, activities and categories of research to be conducted
the center.

(4) The plans for marketing the research center to regional
corporations to build awareness and encourage partig

(5) The proposed location of the research center.

(6) A proposed budget for the first year of operations 4f the facility including projecte
infrastructure costs and projections on permaneqt staff to be employed at the
research center.

(7) The anticipated health, scientific, commercial and edpnomic development
outcomes to be achieved by the research center.

(8) The amount of funds or infrastructure to be contributed by each participant tg t
research center.

(9) Any other information deemed necessary by the Secretary of Community and
Economic Development.

(g) Participation.--In order to participate in research or product development at a regional
biotechnology research center, an applicant shall make financial or other substantially
equivalent contributions to the research being conducted in an amount established by the
Department of Community and Economic Development. The board of directors shall
develop royalty agreements or other revenue streams to fund ongoing operations of the
biotechnology research center. The board of directors shall also reach agreement with the
Department of Community and Economic Development on allowing access to and
commercialization of intellectual property. Intellectual property shall include work of the
mind or intellect associated with an idea, invention, trade secret, process, program, data,
formula, patent, copyright or trademark, or an application, right or registration relating
thereto.

(1) The Department of Community and Economic Development shall reach agreement
with the board of directors of each research center regarding the amount of capital
to be raised from the for-profit and nonprofit participants prior to disbursement of
any State funds.

(2) Regarding that portion of revenue which will be returned to the Commonwealth
due to successful new inventions or new patents issued as a result of research
undertaken at the research center.

(h) Personnel.--A regional biotechnology research center may hire personnel to coordinate
research projects.

(i) Review and report.--

(1) Each regional biotechnology research center shall be subject to annual review by
the department.

(2) Each regional biotechnology research center shall annually submit a report to the
Department of Community and Economic Development, the Department of Health,
the chairman and the minority chairman of the Appropriations Committee of the
Senate, the chairman and minority chairman of the Appropriations Committee of
the House of Representatives, the chairman and minority chairman of the

stitutions and
ation.
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Community and Economic Development Committee of the Senate and the

chairman and minority chairman of the Commerce and Economic Development
Committee of the House of Representatives. This report shall be in a form and
manner developed by the Department of Community and
working in cooperation with the Department of Health 3
following:

(i) The current members of the board of directgofs for the research center.

(i) A description of the research facilities, inclyding space and equipment.

(iii) The research center's current policies for {he management and
development of intellectual property and oynership of new inventions
created during the course of research underdgken at the center.

(iv) The research center's policies on conflicts of i
confidential material.

(v) Alisting of all organizations, for-profit and nonpro€iti
services of the research center during the prior year.

(vi) A listing of any licenses or other contractual obligations in effect, or
anticipated, for the intellectual property developed at the research center
during the prior year.

(vii) A listing of any new inventions, any new patent applications or patents
issued as a result of research undertaken at the center during the prior year.

(viii)A copy of the annual operating budget for the year, including a listing of the
sources of all funds including financial and in-kind personnel, equipment or
other material donations and contributions by all parties involved in the
research center, grants obtained, Federal funds leveraged and expenditures
made including infrastructure expenditures, administrative and staffing
costs.

d shall mclude the




California Should Covert its
R&D Tax Credit into a Tax Rebate

FACT SHEET: RESEARCH AND DEVELOPMENT TAX REBATES

What does the Biotech Private Company R&D tax rebate of

The R&D Tax @dit is the principal State initiative to incrdase the amount of research and

development (R&D) undertaken in California.

e Companies who are solely engaged in research and devdlopment and are not ye
profitable cannot take advantage of the credit.
e Small companies are often engaged in high risk, low-chanc
research is often too risky for larger companies. The goal of a R&D tax rebate is t
increase R&D investment by small privately held companies in key technology are

Conversion of this program to a rebate for qualified, unprofitable enterprises would be
available to all privately held life sciences companies and offers the following:

e atax deduction of up to 125 percent of expenditure incurred on R&D activities;

e an R&D Incremental (175% Premium) Tax Rebate for companies increasing their R&D
expenditure and who have a three-year history of registering and claiming the 125%
Rebate, or of receiving grants for R&D projects from State or Federal programs;

Eligibility
To qualify, companies must meet the following requirements:

¢ Must have a physical presence in California and make R&D related expenditures in
the state.

¢ Must employ no more than 500 employees in California and be privately held.

e The company must bear both the technical and financial risk associated with its R&D.



California Should Allow the 20-Year
Carry-Forward of Net Operating Losses for Biotech

FACTSHEEET: 20 YEAR NOL CARRYFORWARD

AB 1370 would increase the period of deductibility for net operatihg losses from 10 years to\20

years for life sciences companies.

California’s current NOL policy does not recognize the unique\challenges the biotechnology
industry faces in developing its products. It can take an averagd of 15 years and require almo
$1 billion dollars in investments to successfully develop a drug. With California’s current 10
year NOL deduction policy, many life sciences companies are loosiNg their NOLs because they,
haven’t finished developing or receiving approval for their products.

Why it is important to pass AB 1370

e 15 different states and the federal government use a 20 year carry forward standard.

e Increasing California’s NOL carryforward is an important step in supporting this state’s
important biotechnology sector and making the California more competitive for
retaining these companies in the state

e Biotechnology companies are unable to sell a product until that product has received
approval from the Food and Drug Administration. The clinical trials process (the process
by which the FDA approves new treatments and cures for diseases) is a long and
expensive one. California’s current NOL tax policy does not recognize the high costs and
long development times for products in the life sciences industry.

e AB 1370 won’t encourage investment in unsound businesses. Since the NOLs can only
be deducted when a company has a profit, a company must still demonstrate a level of
success before they can take advantage of these NOLs. By increasing the carry-forward
term, AB 1370 recognizes the unique regulatory environment that life sciences
companies face and rewards successful companies for the full term of investments they

make in developing innovative treatments and cures.



California Should Allow the 20-Year
Carry-Forward of Net Operating Losses for Biotech (Continued)

CALIFORNIA ASSEMBLY BILL 1370, 2007-2008 SESSION

An act to add and repeal Sections 17276.8 and 24416.8
Revenue and Taxation Code, relating to taxation, to take effect
immediately, tax levy.

LEGISLATIVE COUNSEL'S DIGEST

AB 1370, as amended, Lieber. Income and corporation taxes: net operating losse

The Personal Income Tax Law and the Corporation Tax La
specified portions of net operating losses that, in general, are allowe
specified periods. Those laws allow a carry forward of 100% of net operating losses for an
taxable year beginning on or after January 1, 1997, in the case of a taxpayer who operates a
new business with respect to losses incurred during the first 3 taxable years of operating the
new business, if certain conditions are met. For purposes of those laws, new business includes
any taxpayer that is engaged in biopharmaceutical and other biotechnology activities, as
defined.

This bill, under both laws, for taxable years beginning on and after January 1, 2008,
and before January 1, 2028, would allow those losses to be carried forward for the 20-year
period following the year in which the net operating loss was deducted.

This bill would take effect immediately as a tax levy.

Vote: majority. Appropriation: no. Fiscal committee: yes.

State-mandated local program: no.

THE PEOPLE OF THE STATE OF CALIFORNIA DO ENACT AS FOLLOWS:

SECTION 1. Section 17276.8 is added to the Revenue and Taxation
Code, to read:

17276.8. (a) Notwithstanding Section 17276, a qualified taxpayer may elect to take the
deduction provided by Section 172 of the Internal Revenue Code, with the exception that
net operating loss carrybacks shall not be allowed.

(b) For purposes of this section, "qualified taxpayer" means a taxpayer that is engaged in
biopharmaceutical business activities or other biotechnology business activities that are
described in Codes 325411 to 325414, inclusive, and 541710 of the North American
Industry Classification System (NAICS) published by the United States Census Bureau, 2002
edition, and as further amended.

(c) The election to compute the net operating loss under this section shall be made in a
statement attached to the original return, timely filed for the year in which the net
operating loss is incurred.
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(d)

(e)

SEC. 2. Section 24416.8 is added to the Revenue and Taxation Lode,to read:
24416.8. (a) Notwithstanding Section 24416, a qualified taxpayer may elect to take the

(b)

(c)

(d)

(e)

This section shall only apply to net operating losses incurred by a qualified taxpayer as a
net operating loss that occurred during the taxable year beginning on or after January
2008, and before January 1, 2028.

This section shall remain in effect only until December 1, 2028,
repealed, unless a later enacted statute, that is enacted before
or extends that date.

December 1, 2028 dyle

deduction provided by Section 172 of the Internal Revenug Code, with the exception that
net operating loss carrybacks shall not be allowed.
For purposes of this section, "qualified taxpayer" means a taXpayer that is engaged in
biopharmaceutical business activities or other biotechnology by\siness activities that fr
described in Codes 325411 to 325414, inclusive, and 541710 of the.Na
Industry Classification System (NAICS) published by the United States Census Bureau,
edition, and as further amended.

The election to compute the net operating loss under this section shall be made in a
statement attached to the original return, timely filed for the year in which the net
operating loss is incurred.

This section shall only apply to net operating losses incurred by a qualified taxpayer as a
net operating loss that occurred during the taxable year beginning on or after January 1,
2008, and before January 1, 2028.

This section shall remain in effect only until December 1, 2028, and as of that date is
repealed, unless a later enacted statute, that is enacted before December 1, 2028, deletes
or extends that date.

SEC. 3. This act provides for a tax levy within the meaning of Article IV of the Constitution and
shall go into immediate effect.
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California Should Create Tax Incentives for
Major Investments in the State

Background/Problem
The competitive dynamics among states are shifting. As companieg/scale up today, they axe
running into the hard reality that the CA tax code penalizes in-staje investment while
encouraging out-of-state investment — even as other states havg updated their tax strategies\o
aggressively capture technology leadership and job growth.

A major part of the problem is that a company’s decision to locgte new plant and employmen
in CA subjects it to an immediate, permanent increase in its staté\corporate income tax, eve
the company’s CA net income remains unchanged.

Each state must determine how much income should be apportioned
state for income tax purposes. All states do not use the same apportionment formula. So
states use a 3 factor formula including property, payroll, and sales factors. Others rely more
heavily or entirely on sales in that state to determine corporate income taxes. The current
formula for apportioning corporate income for taxation in CA is an average of the ratios of CA
payroll, property and sales to worldwide payroll, property and sales (weighted twice) add
together and divide by 4:

CA Property Value , SAPayroll  — cA gales CA Sales
Total Payroll +

Total Property Value Total Sales Total Sales

This formula provides a perverse incentive for companies to add facility and jobs outside CA. If
a CA company adds facility and payroll outside CA, their CA corporate income tax will actually
go down, as the new facility and payroll will go into the denominator and not the numerator of
the above factors.

Oregon’s adoption of a corporate income tax based on sales, or single sales factor (SSF) was
cited by CA-based Genentech as a major factor in its recent decision to build a quarter-billion
dollar facility there, which will create 250 new, high-quality jobs. Arizona’s move to an elective
80 percent-weighted sales factor was one of the key reasons Intel decided to build a $3 billion
plant there, which will create 1,000 jobs.

Twenty-one states have moved to a corporate income tax formula either heavily weighted on
sales, or entirely weighted on sales. This leaves CA with no real tools to attract these
investments.

The Solution: AB 1591

In order to make CA competitive with other states for pending growth and expansion of CA
companies, AB 1591 would allow companies to elect one of two tax scenarios:

12



1. Property and additional payroll above the base year, which would otherwise
AyOf dzZRSR Ay (KS LINPLISNI& FyR RIJIEBNRI
property and payroll factor denominator only; or

2. For each $250 million in qualified expenditures made
period, an electing taxpayer would adjust their formula
weighting to thesales factor for that year.

adding an additioga

The corporate income tax system in CA today provides a financifl incentive for companies wi
a great deal of property and payroll in CA to expand outside CA. AB 1591 is a responsible step
toward leveling the playing field for CA. It gives CA companie§ contemplating expansion the

security that CA is investing in high quality jobs. At the same tiNe, in these challenging budge
times, this incentive rewards only those companies investing in

Rewarding Companies Committed to CA
Reducing the additional tax on jobs and facilities that exists under CA’s current tax structu
reward companies with a commitment to maintaining their presence and creating jobs in C
allowing companies to choose between the current formula or an alternative formula that gi
weight to sales, CA could reward those industries committed to our state’s economy without
penalizing industries that do not have a strong physical presence in the state.

13



CALIFORNIA ASSEMBLY BILL 1591, 2007-2008 SESSION
LEGISLATIVE COUNSEL'S DIGEST
AB 1591, as amended, Ma. The Corporation Tax Law: allocation and apportionm
The Corporation Tax Law imposes taxes measured by incom A f
business with income derived from, or attributable to, sources both i
state, apportions the income between this state and other states gnd foreign countries in
accordance with a specified 4-factor formula, except as otherwigé provided.
This bill, for taxable years beginning on or after Januafy 1, 2008 and before January 1
2022, would allow a taxpayer that is a member of the apportining trade or business to elect,
by contracting with the Franchise Tax Board, as provided, to apportion its business income to
this state by utilizing one of the revised apportionment formula3, as specified.
This bill would take effect immediately as a tax levy.
Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: no.

THE PEOPLE OF THE STATE OF CALIFORNIA DO ENACT AS FOLLOWS:

SECTION 1. Section 25128 of the Revenue and Taxation Code is amended to read:

25128. (a) Notwithstanding Section 38006, all business income shall be apportioned to this
state by multiplying the business income by a fraction, the numerator of which is the
property factor plus the payroll factor plus twice the sales factor, and the denominator of
which is four, except as provided in subdivision (b) or (c).

(b) (1) If an apportioning trade or business derives more than 50 percent of its "gross business
receipts" from conducting one or more qualified business activities, all business income of
the apportioning trade or business shall be apportioned to this state by multiplying
business income by a fraction, the numerator of which is the property factor plus the
payroll factor plus the sales factor, and the denominator of which is three.

(2) For purposes of this subdivision, a "qualified business activity" means the
following:
(A) An agricultural business activity.
(B) An extractive business activity.
(C) A savings and loan activity.
(D) A banking or financial business activity.

(c) (1) Notwithstanding any other provision of law, for taxable years beginning on or after
January 1, 2008, and before January 1, 2022, a taxpayer that is a member of an
apportioning trade or business may, on behalf of the apportioning trade or
business, elect, as provided in paragraph (3), to adjust the fraction described in
subdivision (a) or (b), as applicable, by utilizing one of the following alternative
methods:

(A)(i) In calculating its business income apportioned to this state, the
apportioning trade or business may add an additional sales factor to
the numerator of the fraction described in subdivision (a) or (b),
whichever is applicable, and may increase the denominator of that
fraction by one for every two hundred fifty million dollars
(5250,000,000) of qualified expenditures incurred by the

14



(B)

apportioning trade or business during a taxable year beginning on
after January 1, 2008.

(i) Inany one taxable year, in adjusting the fraction as descrlbed [
clause (i) of this subparagraph, the apport| f

(i) The apportioning trade or business ma
factor and the payroll factor used in the fraction described in subdivisio
or (b), whichever is applicable, as follows:

(N(ia) The value of real and tangible personal property in this state
owned or rented by a taxpayer member of the apportioning trade or
business, in a taxable year, that is in excess of the value of the
taxpayer member's real and tangible personal property owned or
rented and used in this state in the base year and otherwise
includable in the computations of the numerator of the property
factor, as defined in Section 25129, shall be excluded from the
numerator of that taxpayer member's property factor.

(ib) Any real or tangible property acquired from other members of the
taxpayer member's apportioning trade or business shall be included
in the numerator of the property factor, regardless of whether or
not, as the result of this inclusion, the value of real and tangible
personal property in this state owned or rented by a taxpayer
member would exceed the base year value.

(ic) If real and tangible personal property is acquired or rented in this
state by a taxpayer member of the apportioning trade or business,
and is disposed of by the taxpayer member in a following taxable
year, the value of that property shall be included in the numerator of
the taxpayer member's property factor for the year in which the
property was acquired or rented if the disposition occurs within one
year or less of the date the property was first acquired or rented. If
the return for that period has already been filed, an amended return
shall be filed.

(1) (ia) The amount of compensation paid in this state by taxpayer
members of the apportioning trade or business, in a taxable year,
that is in excess of the amount of total compensation paid in this
state by the taxpayer members in the base year and otherwise
includable in the computations of the payroll factor numerator, as

15



defined in Section 25132, shall be excluded from the numerator of
that payroll factor.

(ib) This subparagraph shall not apply until the apportioning trade
business invests over fifty million dollars ($56:866; i
facility during a taxable year. If, in subsegient taxable years, t
amount invested in qualified facilities f#lls to exceed the value o
qualified facilities in the year the elecfion becomes applicable, th
apportioning trade or business shallutilize the fraction, described i
subdivision (a) or (b), whichever is@pplicable, without adjustment.

(ic) The apportioning trade or business\s prohibited from modifying its
property or payroll factor, or both, uNder this paragraph unless th
amount of the apportioning trade or bisiness property and payrgll i
this state exceeds the amount of its property and payroll in thig's
in the immediately preceding taxable year

(ii) The adjustment described in this subparagraph may not result in the
California apportionment percentage of the apportioning trade or busine
that is less than the apportioning trade or business' California sales factor
percentage.

(iii) Sales, transfers, or other transactions between members of the apportioning
trade or business shall not be taken into account for purposes of this
subparagraph.

(2) (A) On or after January 1, 2008, an apportioning trade or business may elect to adjust
the fraction described in subdivision (a) or (b), whichever is applicable, in
accordance with this subdivision. The election shall be made by attaching a
statement to the original, timely filed return of the apportioning trade or business
specifying which method of adjusting the apportionment factor under this
subdivision the apportioning trade or business will utilize and designating the
member of the apportioning trade or business that will be required to submit the
aggregate information to substantiate the qualifications for the adjustments
authorized under this subdivision.

(B) If the apportioning trade or business chooses to elect the method in subparagraph
(A) of paragraph (1) of this subdivision, all changes made to the sales factor in
subsequent years will remain in effect for all subsequent taxable years.

(C) If the apportioning trade or business chooses to elect the method in subparagraph
(B) of paragraph (1) of this subdivision, the base line year chosen by the
apportioning trade or business shall remain the same for all subsequent taxable
years.

(D) The apportioning trade or business may only switch between the method
described in subparagraph (A) of paragraph (1) and the method described in
subparagraph (B) of the same paragraph after the election has been in place for 84
months, unless permission is granted by the Franchise Tax Board prior to the
expiration of that 84-month period.

(E) If the termination of the original election occurs, with the permission of the
Franchise Tax Board, within the 84-month period, an apportioning trade or

16



business shall be prohibited from making a new election for the following 84
months, but any adjustment pursuant to subparagraph (A) of paragraph (1) sh
remain in effect.

(F) If a new affiliate member is formed or acquired by an appe

by the apportioning trade or business, pursuant to th)s paragraph, shall remai
effect unless the value of the new affiliate member/ total business assets exce

Section 25120 (other than gross receipts from sales orQther transactions wi
apportioning trade or business between members of a gkaup.of corporatia
whose income and apportionment factors are required to be included in a
combined report under Section 25101, limited, if applicable, by Section 25110),
whether or not the receipts are excluded from the sales factor by operation of
Section 25137.

(2) "Agricultural business activity" means activities relating to any stock, dairy,
poultry, fruit, furbearing animal, or truck farm, plantation, ranch, nursery, or
range. "Agricultural business activity" also includes activities relating to cultivating
the soil or raising or harvesting any agricultural or horticultural commodity,
including, but not limited to, the raising, shearing, feeding, caring for, training, or
management of animals on a farm as well as the handling, drying, packing,
grading, or storing on a farm any agricultural or horticultural commodity in its
unmanufactured state, but only if the owner, tenant, or operator of the farm
regularly produces more than one-half of the commodity so treated.

(3) "Extractive business activity" means activities relating to the production, refining,
or processing of oil, natural gas, or mineral ore.

(4) "Savings and loan activity" means any activities performed by savings and loan
associations or savings banks which have been chartered by federal or state law.

(5) "Banking or financial business activity" means activities attributable to dealings in
money or moneyed capital in substantial competition with the business of national
banks.

(6) "Apportioning trade or business" means a distinct trade or business whose
business income is required to be apportioned under Sections 25101 and 25120,
limited, if applicable, by Section 25110, using the same denominator for each of
the applicable payroll, property, and sales factors.

(7) "Base year" means the taxable year immediately preceding the first taxable year
for which an election made pursuant to paragraph (2) of subdivision (c) is
applicable.

(8) "Value of real and tangible personal property" means the value of owned and
rented property in this state as described in Section 25130.
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(9) "Amount of compensation" means compensation in this state, as described in
Section 25132.

(10) "Qualified facility" means a new facility, acquired or constructed in this stat
an existing facility, expanded or rehabilitated in this statgs f

(11) (A) "Qualified expenditures" means any of the
incurred on or after January 1, 2008:

(i) Capital expenditures for real and tangible
state.

(i) Expenses incurred to acquire, develop, or license intellectual proper;
this state.

(iii) Research and experimental expenditures, within the meaning of Sect
174 of the Internal Revenue Code, incurred in this state.

(iv) Capitalized rent paid in this state in excess of the prior year.

(v) The total amount of compensation and benefits paid to employees in this
state, as defined in Section 25132 and the regulations pursuant thereto, in
excess of the amount paid during the prior taxable year. "Total amount of
compensation and benefits" also includes any modifications to the payroll
factors contained in the regulations promulgated under Section 25137.

(B)  An expense that qualifies as an eligible expenditure under two or more
categories of qualified expenditures, as listed in subparagraph (A), may be
taken into account only under one category of qualified expenditures for
purposes of satisfying the two hundred fifty million dollars (5250,000,000)
requirement described in subparagraph (A) of paragraph (1) of subdivision
(c).

(C)  Sales, transfers, or other transactions between members of the
apportioning trade or business shall not be taken into account for purposes
of determining the amount of qualified expenditures made in this state.

(12) In any case where the income and apportionment factors of two or more savings

associations or corporations are required to be included in a combined report

under Section 25101, limited, if applicable, by Section 25110, both of the following
shall apply:

(A) The application of the more than 50 percent test of subdivision (b) shall be
made with respect to the "gross business receipts" of the entire
apportioning trade or business of the group.

(B) The business income of the apportioning trade or business shall be
apportioned in accordance with subdivision (a), (b), or (c), as applicable.

(e) For purposes of subparagraphs (A) and (B) of paragraph (1) of subdivision (c), qualified
expenditures and investment in a qualified facility do not include purchased or otherwise
acquired stock or other equity interest in a corporation or other business entity. In
addition, in any case where a member purchases or otherwise acquires all or any portion
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of the assets of an existing trade or business, irrespective of the form of entity, that is

doing business in this state, within the meaning of Section 23101, the purchased assets
shall not be treated as a qualified expenditure or new investment for purposes of
subparagraph (A) or (B) of paragraph (1) of subdivision (c).

(f)  The provisions of this section are severable. If any provision of £his section or its
application is held invalid, that invalidity shall not affect othey/provisions or applicatio
that can be given effect without the invalid provision or ap

(g) The amendments made to this section by the act adding t}fis subdivision shall apply to
taxable years beginning on or after January 1, 2008.

(h) The Franchise Tax Board may prescribe any regulations t
appropriate to implement the provisions of this section.

(i) This section shall remain in effect until December 1, 2021 , ad as of that date is repegle
Any adjustments made pursuant to subdivision (c) shall remain\n effect for all subse
taxable years.

SEC. 2. Section 25128 is added to the Revenue and Taxation Code, to read:

25128. (a) Notwithstanding Section 38006, for taxable years beginning on or after January
2022, all business income shall be apportioned to this state by multiplying the business
income by a fraction, the numerator of which is the property factor plus the payroll factor
plus twice the sales factor, and the denominator of which is four, except as provided in
subdivision (b) or (c).

b) If an apportioning trade or business derives more than 50 percent of its "gross business
receipts" from conducting one or more qualified business activities, all business income of
the apportioning trade or business shall be apportioned to this state by multiplying
business income by a fraction, the numerator of which is the property factor plus the
payroll factor plus the sales factor, and the denominator of which is three.

(c) For purposes of this section, a "qualified business activity" means the following:

(1) An agricultural business activity.

(2) An extractive business activity.

(3) A savings and loan activity.

(4) A banking or financial business activity.
(d) For purposes of this section:

(1) "Gross business receipts" means gross receipts described in subdivision (e) of
Section 25120 (other than gross receipts from sales or other transactions within an
apportioning trade or business between members of a group of corporations whose
income and apportionment factors are required to be included in a combined report
under Section 25101, limited, if applicable, by Section 25110), whether or not the
receipts are excluded from the sales factor by operation of Section 25137.

(2) "Agricultural business activity" means activities relating to any stock, dairy, poultry,
fruit, furbearing animal, or truck farm, plantation, ranch, nursery, or range.
"Agricultural business activity" also includes activities relating to cultivating the soil
or raising or harvesting any agricultural or horticultural commodity, including, but
not limited to, the raising, shearing, feeding, caring for, training, or management of
animals on a farm as well as the handling, drying, packing, grading, or storing on a
farm any agricultural or horticultural commodity in its unmanufactured state, but

t may be necessary or

19



only if the owner, tenant, or operator of the farm regularly produces more than o
half of the commodity so treated.

(3) "Extractive business activity" means activities relating to the production, refini
processing of oil, natural gas, or mineral ore.

(4) "Savings and loan activity" means any activities performgd by savings and loa
associations or savings banks which have been chartergd by federal or state la

(5) "Banking or financial business activity" means activitjes attributable to dealings i
money or moneyed capital in substantial competitigh with the business of national
banks.

(6) "Apportioning trade or business" means a distinct Yade or business whose busines
income is required to be apportioned under Sections\25101 and 25120, limited, if
applicable, by Section 25110, using the same denominator for each of the appli
payroll, property, and sales factors.

(7) Paragraph (4) of subdivision (c) shall apply only if the Fra
the Proposed Multistate Tax Commission Formula for the Uniform Apportionm
Net Income from Financial Institutions, or its substantial equivalent, and shall
become operative upon the same operative date as the adopted formula.

(8) In any case where the income and apportionment factors of two or more savings
associations or corporations are required to be included in a combined report under
Section 25101, limited, if applicable, by Section 25110, both of the following shall
apply:

(A) The application of the more than 50 percent test of subdivision (b) shall be
made with respect to the "gross business receipts" of the entire
apportioning trade or business of the group.

(B) The entire business income of the group shall be apportioned in accordance
with either subdivision (a) or (b), as applicable.

(e) This action shall become operative on or after January 1, 2022.

SEC. 3. This act provides for a tax levy within the meaning of Article IV of the Constitution and
shall go into immediate effect.

SEC. 4. Itis the intent of the Legislature that Section 1 of this act does not modify the sales
factor, as defined in Section 25134 of the Revenue and Taxation Code, used in any special
apportionment formulas contained in the regulations promulgated by the Franchise Tax Board
pursuant to Section 25137 of the Revenue and Taxation Code.
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California Should Invest in
Training Centers of Excellence

FACT SHEET: GOLDEN LEAF BIOTECH TRAINING INITIATIVE

The Golden LEAF Foundation was created in 1999 to administer Ane half of North Carolina's
share of the master settlement agreement with cigarette mangfacturers. The Foundation is a
nonprofit devoted to advancing the economic well being of Nprth Carolinians and to
transforming its economy. It works in partnership with local go\ernments, educational
institutions, economic development organizations and other public agencies, and nonprofitsfo
effect positive change.

2003-2004 Biotech Training Consortium Awards

On August 7, 2003, the Golden LEAF Board of Directors acted to approve up to $60 million to
support a statewide Biotech Training Consortium. The three Golden LEAF grantees in the
Consortium: North Carolina Central University, North Carolina Community College System, and
NC State University each play a key role in the initiative, as described below.

e Grantee: North Carolina Central University
Grant Amount: $17,800,000
Project Description: NCCU will establish a new Biomanufacturing Research Institute and
Training Enterprise (BRITE). Golden LEAF funds will be used to build a state-of -the-art
facility to train students in the full range of Biomanufacturing technologies in both basic
and applied settings. The grant will also support the development of bachelor, masters,
and doctoral level degree programs in Applied Process Research.

e Grantee: North Carolina Community College System
Grant Amount: $8,700,000
Project Description: NCCCS will develop a comprehensive statewide BioNetwork to
deliver worker training and education. It will play a strategic role in the economic
development of communities, regions, and the state by helping to attract, retain, and
expand Biomanufacturing and Biotechnology cluster companies. NCCCS will also
establish a Biotechnology Office to oversee the BioNetwork and provide the necessary
resources and coordination to maintain the initiative.

e Grantee: North Carolina State University
Grant Amount: $33,500,000
Project Description: NCSU will establish the Biomanufacturing Training and Education
Center (BTEC). BTEC will provide world-class Biomanufacturing skills training with
commercial scale Biomanufacturing equipment and technologies and Good
Manufacturing Practice (GMP).
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Training Centers of Excellence
(Continued)

California Assembly Bill 1885, 2003-04 Session
LEGISLATIVE COUNSEL'S DIGEST

AB 1885, Corbett. Employment: biotechnology emgloyment and development.

Existing law provides for the establishment of variols job training programs,
administered by the Employment Development Department.

This bill would set forth legislative findings and declaralNons that the East Bay
biotechnology industry increasingly needs more biotechnology pro{essionals of all levels t
are familiar with industry-like conditions for basic, applied, and tranyational research, tr ni
and production, as provided. This bill would also state legislative find
the East Bay Biotechnology Center will be established on the campus of the California Stat
University at Hayward and is being created to serve as an anchor and catalyst for the growth
biotechnology enterprise in the region, and to address the workforce needs of the
biotechnology industry.

This bill would make legislative findings and declarations as to the necessity of a
special statute.

THE PEOPLE OF THE STATE OF CALIFORNIA DO ENACT AS FOLLOWS:

SECTION 1. Article 7 (commencing with Section 9913) is added to Chapter 2 of Part 1 of Division
3 of the Unemployment Insurance Code, to read:

Article 7. East Bay Biotechnology Center

9913. For purposes of this article, "center" means the East Bay Biotechnology Center
established on the campus of the California State University at Hayward.
9914. (a) The Legislature finds and declares the following:

(1) Biotechnology represents one of the most promising, innovation-based growth
industries of this era. California is the nation's leading state in biotechnology
innovation and production.

(2) The Alameda, Contra Costa, and Solano County region, as the world's third largest
biotechnology industry cluster, is host to world-class generators of science and
technology in biotechnology and the related life sciences.

(3) Despite the specialized nature of emerging biotechnology firms, their recent growth
has been extensive, and with that growth has come an ever increasing demand for
trained biotechnology workers at all levels. The industry's workforce has grown at
an annual rate of about 15 percent over the past five years, and California's
biotechnology workforce could easily grow to over 250,000 by the year 2015 from
its current level of 100,000.
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(4) Biotechnology employers need entry level and advanced professionals that have
background in, and familiarity with, industry-like conditions for basic, applied, a
translational research, development, and production. Based on recent studie
there is a clear and strong demand for applied bioscience
is currently not being met by the region's universities anfl colleges.

(5) Companies nationally have overwhelmingly endorsed An "industry-focused"
approach of providing internship training programs dlirectly with the companies,
combined with "company-like" training activities.

(6) Many firms have identified the difficulty in finding entry level biotechnology
workers at both the graduate and undergraduate Ilgvels as being directly related tg
the students' lack of applied industry training or expQsure. Many firms have had fo
extensively train new employees to teach them how 1§ function ina biotechno g
business environment. Additionally, nearly three-fourt
East Bay and nationally have indicated that they would banefi
hire workers that have been prepared to enter the workforce through advanc
biotechnology internships and training of a "specific" nature.

(7) Alameda, Contra Costa, and Solano Counties and the surrounding area is served b
many well-recognized academic institutions, from community colleges to
universities offering doctorate programs, that supply educated workers to the
biotechnology industry. At each academic level (AA, BS/BA, MS/MA, Ph.D.)
curricula are in place, but most of the curricula are only marginally related to
biotechnology workforce preparation in the applied sector. Applied education in
the form of internships or instruction in practical science skills that would smooth
the transition from academic institutions to the commercial biotechnology
environment is even less prevalent than the biotechnology curricula offered at
many schools, and is only now just emerging.

(8) Many of California's firms have found that many students graduate from four-year
university programs with adequate conceptual understanding of biotechnology, but
with relatively little practical laboratory experience, especially in the skills and
protocols that are specific to commercial ventures as opposed to academic
research.

(9) In 2001, the Legislature created the Pasadena Bioscience Center to address
biotechnology workforce needs in the Los Angeles region. The Pasadena Bioscience
Center provides applied workforce training and includes components for research
and innovation, new business incubation, and bio-informatics. In cooperation with
the California State University, the City of Pasadena, Pasadena City College, the
California Institute of Technology, the Huntington Medical Research Institutes, and
local biotechnology companies and organizations, the Pasadena Bioscience Center
serves as a successful model of focused education and training, tailored to specific
industry needs, and that may be utilized in other areas of the state.

(10) In 2003, the Legislature created the San Diego Multi-use Biotechnology Training
Center to address biotechnology workforce needs in the San Diego region. The San
Diego Multi-use Biotechnology Training Center provides applied workforce training
and includes components for research and innovation, new business incubation,
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and bio-informatics. In cooperation with the San Diego Community College Distri
the California State University, the University of California, the Employment
Development Department, the Employment Training Panel, the Health and Hu

state.

under Sectlon 501(c)(3) of the Internal Revenue Code, and will s€
accelerating the growth and formation of new bioscience enterprises that W|II create
added jobs and high economic multipliers in the East Bay region. For this purpose:

(1) The center will provide state-of-the-art, industry-oriented bioscience training and
act as a strong contributor to the growth and retention of bioscience companies in
the region. The center, as proposed, will help encourage biotechnology companies
to remain in the region, thereby offsetting the pull of other, less expensive business
environments that have been recruiting both startup and existing local area
bioscience companies.

(2) The center will utilize the organization, programs, and work of the Pasadena
Bioscience Center and the San Diego Multi-use Biotechnology Training Center as
successful models in the development of the East Bay Biotechnology Center and its
programs.

(3) The center will monitor, track, analyze, and report on resource and workforce
needs for the relevant industries.

(4) The center will develop plans and strategies to meet the identified needs and
facilitate implementation with local and private agencies.

(5) The center will provide a forum for interactive communication and collaboration
between relevant industries and local colleges, universities, community colleges,
private institutions of higher education, and health care providers.

(6) The center will establish a consulting consortium to provide consulting services in
areas such as bio-informatics, proteomics, drug design and screening,
manufacturing simulation, and efficiency analysis.

(7) The new center will establish a framework to provide onsite or external training
opportunities for new and established employee requirements for the relevant
industries. Initial training programs would include those areas deemed crucial by
the December 2002 Bay Area Life Science Symposium, manufacturing and
downstream processing, medicinal chemistry, toxicology, and computational
chemistry.
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(8) The center will coordinate an extensive applied biotechnology internship progra
that will place students in local biotechnology companies for practical training a
experience.

(9) The center can serve as a capstone training site for regio -

(10) The center may appoint directors to a board of directorg, and existing partici
in the center may serve as the original board of directgrs. The center may app§jn
new directors, as necessary, in its discretion.

(11) The center will be a pipeline for high schools and gobmmunity colleges to, with
industry assistance, help establish biotechnologyfrograms in high schools and
community colleges.

(12) The center will work with private universities, compgnies, associations, and vari
public agencies for the purpose of coordinating servicks and receiving private

(c) Itisthe intent of the Legislature that the East Bay BiotechnoloXy Center be funded
the expenditure of state funds.

SEC. 2. The Legislature finds and declares that a special law is necessary and that a general
cannot be made applicable within the meaning of Section 16 of Article IV of the California
Constitution because the unique geographic, demographic, and commercial dynamics in the
East Bay region are especially conducive to innovation and production in the biotechnology
industry and provide a unique opportunity to implement and refine possible solutions to
improving the education and training of the biotechnology workforce, in a manner that would
encourage biotechnology companies to remain in, and migrate to, the region to the benefit of
the economies of the East Bay region and the entire State of California.

25



California Should Incentivize
Local Communities to Zone for Biotech

FACT SHEET: DELAWARE TECHNOLOGY PARK

The Delaware Technology Park evolved from the work of former fovernor Mike Castle’s Hi
Technology Task Force and with former Governor Tom Carper’sfeadership. The task force
focused on three high-technology areas that were central to tjfe State’s economy:
biotechnology, information technology and advanced materidls. Current Governor Ruth Ann
Minner continues that focus. Today, the Delaware Technology\Park showcases Delaware’s
technological and cooperative strengths to benefit researchers, stablished businesses and
innovative entrepreneurs.

The mission behind the Delaware Technology Park is simple but essentt
economic development and innovation. To achieve these goals, the Park has developed an
integrated system of technology-focused facilities and services to help:

Create and retain high-value jobs for the Mid-Atlantic region

Foster economic growth through the commercialization of new technologies
Incubate new technology-oriented businesses

Support the expansion of existing businesses into new technologies

Promote the reputation of Delaware's academic institutions

Partner with the Delaware Economic Development Office to attract and retain high-
technology companies

e Develop lasting partnerships among industry, government and academia

The Park is located on a 40-acre site adjacent to the University of Delaware. It offers
accommodations for everything from start-ups to established businesses with needs that range
from wet labs to traditional office space. Benefits include advanced IT infrastructure, close
proximity to like-minded companies and a culture that encourages networking, collaboration
and mutual support. Additionally, there are more than 30 colleges and universities within a 35-
mile radius of the Park that support a broad pool of sophisticated and well-trained employees.

The Park is in position to help foster new growth in the core technology sectors: Biotechnology,
advanced materials and information technology. A good idea is only that, an idea. Until that
idea has a plan with funding, personnel, required infrastructure and a home, it remains an idea.
The Park helps its tenants connect with resources within the Park and the State to initiate,
improve and grow those new ideas.

All of the tenants in the Park have been in a "start-up" phase at one time. The Park constantly
searches for ways that this community of success can help your business when new challenges
appear. Our efforts to house tenants that complement one another's skills and resources is a
strategy that should foster faster development for your organization.
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California Should Expand Allowable Uses for the
California Infrastructure and Economic Development Bank

FACT SHEET: PRE-PERMITTING SPARKS BUSINESS AND JOB GROWTH

The Build Now-NY program uses the concept of pre-permitting tofelp New York's local
governments, public authorities, and economic developers attrgCt companies to the sites the
are promoting. This means the local developer has done the agvance work necessary to know
that construction can begin shortly after he lands a prospecti\e business.

By reducing the time it takes a company to begin construction of a new facility, New York State
and its local partners are able to provide valuable savings to the business and jobs for local
residents. The highly successful Build Now-NY program provides resources to assist local
governments and economic developers in undertaking the necessary steps to pre-permit their
sites. All four funding rounds of Build Now-NY have offered matching grants or no interest loans
to help pay for professional services such as:

completing a State Environmental Quality Review (SEQR)
ensuring proper zoning

undertaking historic and archaeological surveys
completing engineering studies, site maps, development plans, and related items
performing soil sampling, test borings, and related items

The program helps local officials and economic developers focus on exactly what type of
business they would like to attract to their community. Development profiles for different types
of businesses that have been successfully recruited to New York State are available to guide
discussion of benefits, impacts, and the suitability of sites for businesses in these categories.

Shovel Ready Success
As of December 2005, less than $4 million in state funds had been invested in the program, but
that investment had leveraged more than $S660 million in private investment and helped create
or retain more than 8,700 jobs.

e A $120 million, nearly 1.5 million square foot Target Distribution Center that has

created 650 new jobs in the Florida Business Park in Montgomery County.

e 15 companies have located in Orange County’s New York International Plaza,
creating 132 new jobs and retaining another 117.

e A $14 million, nearly 90,000 square foot Sensis Corporate Headquarters that
brought 200 new jobs.
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California Should Establish a
Harmonization Conference between CalEPA and U.S. EPA

FACT SHEET: INTERNATIONAL CONFERENCE ON HARMONIZATION
TECHNICAL DOCUMENTS

D ELECTRONIC COM

The International Conference on Harmonization of Technical B&quirements for Registration of
Pharmaceuticals for Human Use (ICH) is a unique project that\brings together the regulatory
authorities of Europe, Japan and the United States and experts\rom the pharmaceutical

industry in the three regions to discuss scientific and technical adpects of product registratio.

The purpose is to make recommendations on ways to achieve great&r harmonization in t e
interpretation and application of technical guidelines and requiremen
in order to reduce or obviate the need to duplicate the testing carried out during the resea
and development of new medicines.

The objective of such harmonization is a more economical use of human, animal and material
resources, and the elimination of unnecessary delay in the global development and availability
of new medicines whilst maintaining safeguards on quality, safety and efficacy, and regulatory
obligations to protect public health.

Primary Goals of the ICH

e To maintain a forum for a constructive dialogue between regulatory authorities and the
pharmaceutical industry on the real and perceived differences in the technical
requirements for product registration in the EU, USA and Japan in order to ensure a
more timely introduction of new medicinal products, and their availability to patients

e To contribute to the protection of public health from an international perspective

e To monitor and update harmonized technical requirements leading to a greater mutual
acceptance of research and development data

e To avoid divergent future requirements through harmonization of selected topics
needed as a result of therapeutic advances and the development of new technologies
for the production of medicinal products

e To facilitate the adoption of new or improved technical research and development
approaches which update or replace current practices, where these permit a more
economical use of human, animal and material resources, without compromising safety

e To facilitate the dissemination and communication of information on harmonized
guidelines and their use such as to encourage the implementation and integration of
common standards
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Common Technical Document

The 'Common Technical Document' or 'CTD' is a set of specification for application dossier for
the registration of Medicines and designed to be used across Europe, Japan and the United
States. It was developed by the European Medicines Agency (EMEA, Europe), the Food and
Drug Administration (FDA, USA) and the Ministry of Health, Labour and Welfare (Japan). The
CTD is maintained by the International Conference on Harmonization of Technical
Requirements for Registration of Pharmaceuticals for Human Use (ICH).

Electronic Common Technical Document

The Electronic Common Technical Document (eCTD) allows for the elgctronic submissior/o
Common Technical Document (CTD) from applicant to regulator. While the table of conte
consistent with the harmonized CTD, the eCTD also provides a harmonized technical solutio
implementing the CTD electronically. This group has developed and begun to implement the
eCTD across the ICH partner and observer regions.

The group has developed a change control process to monitor implementation progress and
provide solutions and added flexibility found necessary during implementation. Using the
change control process, several topics including study report structure, lifecycle management,
and consistency with the CTD are being addressed and resolved. This defined change control
process ensures that the future of the eCTD is managed in a clear, harmonized manner within
the ICH process.

Benefits of CTDs and eCTDs

e CTDs allow for simultaneous submission of technical information to different regulatory
agencies

e CTDs and eCTDs will save companies time and money on regulatory and compliance
costs allowing for more investment in research and drug discovery

e CTDs will not reduce the regulatory scope of an agency but will provide an easy way for
multiple agencies to receive the same technical information
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California Should Establish a Science Fellows Program to Provide
Objective Scientific Advice to State Government

FACT SHEET: AAAS SCIENCE & TECHNOLOGY POLICY FELLOWS

CONGRESSIONAL SCIENCE AND ENGINEERING FELLOWY PROGRAM
Coordinated by the

American Association for the Advancemeft of Science

What is the program?

The Congressional Science and Engineering Fellows” Program is a 0Qoperative effort of
approximately 30 scientific and engineering societies, each of which'gelects and supports
skilled scientists and engineers for one-year fellowship awards. The fe
opportunity for accomplished individuals who have a commitment to applying their scienc
service to society to participate in and contribute to the policy making processes within the
Congress.

Fellows spend one year working as special assistants in legislative areas that would benefit from
scientific and engineering input, serving on the staffs of Members of Congress or congressional
committees. Fellowships begin either in September or January. All Fellows are required to
participate in the two-week orientation conducted by AAAS before the start of their fellowship.

The Congressional Fellowships are designed to provide a unique public policy learning
experience, to demonstrate the value of science-government interaction, and to make practical
contributions to the more effective use of scientific and technical knowledge in government.
The overarching goals are to increase the capacity of scientists to inform the discussions and
decisions of individuals and institutions that influence or determine policies, and to provide
scientific expertise and analysis to support decision-makers confronting increasingly complex
scientific and technological issues. The fellowships aim to:

e educate scientists and engineers on the intricacies of federal policymaking;

e foster positive exchange between scientists/engineers and policymakers;

e empower scientists and engineers to conduct policy-relevant research and other
activities that addresses challenges facing society; and

e increase the involvement and visibility of scientists and engineers in the public policy
realm.

At the conclusion of the fellowship year, roughly equal numbers of Fellows return to their

previous positions or other positions in the sector they came from, remain in Washington D.C.
or other locations working in the policy arena, or go on to new positions in different sectors.
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The American Association for the Advancement of Science (AAAS) coordinates the
Congressional Fellowships, which include an orientation on congressional and executive bra
operations and a year-long professional development program and networklng act|V|t|es
also conducts outreach and recruitment for the fellowships, promoteg-tire-avaitels ;
Fellows to Congress, and guides the placement process. The AAAS Féllowships Department
collaborates with its partner scientific societies to maintain overaly/standards and program
coherence.

Following is a detailed description of the Congressional FelloWships, which more fully clarifies
the purpose, structure, selection criteria, and benefits of the f&lowships.

How do the AAAS Science & Technology Policy Fellowships differ{rom others?

There are many congressional fellowships, assistantships, internships\and.athe
based federal agency fellowships, including the Congressional Science and Engineering FeI
Program. In contrast to other congressionally-related assignments, the AAAS Congressional
Science and Engineering Fellows” Program, under the umbrella of the AAAS Science &
Technology Policy Fellowships:

e is aimed at scientists and engineers who come from outside of government, to bring
external perspectives to the policy process;

e s structured to emphasize policy-oriented learning through participation, rather than
observational learning;

e designates its Fellows as free agents, not representatives of the sponsoring societies;

e provides PhD or equivalent level scientists, and engineers with a master’s degree or
higher; and

e involves 12-month assignments in Congressional offices.

Criteria: Candidates must be PhD or equivalent level scientific professionals, or engineers with a
master’s degree or higher, who demonstrate exceptional competence in their fields; have solid
scientific and technical credentials and the endorsement of three references; and demonstrate
a strong interest in applying their knowledge toward the solution of societal challenges.
Candidates should be aware of the ways in which science, engineering and technology affect a
broad range of non-scientific issues and display sensitivity to political, economic and social
factors. They should exhibit willingness and flexibility to tackle problems beyond the scope of
their specific area(s) of scientific or engineering expertise; and show a commitment to apply
their expertise to serve society. Candidates also should demonstrate integrity and good
judgment; be articulate and able to communicate well, both verbally and in writing, to non-
scientific audiences; and demonstrate the ability to work effectively with decision makers and
others outside the scientific and engineering communities. It is important that candidates
display maturity and self-direction, with the capacity, initiative and flexibility to work well
independently as well as in groups. Also, selection committees and candidates must be aware
of possible conflict of interest concerns.

31



NOTE: AAAS has set the following three additional criteria for its own fellowship programs (
all participating societies use these additional criteria): 1) Applicants must have a PhD or
equivalent doctoral level degree at the time of application. Persons wj
engineering and at least three years of post-degree professional ex
All applicants must be U.S. citizens. 3) Federal employees are not

Placement: AAAS Fellowships staff provide intensive support bgfore, during and beyond the
placement period to prepare and guide Fellows successfully i¢to and during their assignments.
AAAS conducts outreach to Congressional offices to recruit intrested host offices; secures an
equips a placement office for Fellows on or near Capitol Hill for Yaree weeks; conducts

placement information sessions for Fellows; organizes a placemeny reception on Capital Hil
and coordinates ongoing communication with possible Congressionyl host offices and wit
Fellows.

The Fellowships staff also conduct a site visit with each Congressional Fellow between the t
and six-month mark of their assignments to monitor progress, assist with challenges, ascertai
opportunities, and solicit feedback.

Professional Development Program: The AAAS Fellowships Department conducts a yearlong
professional development program that includes an orientation, monthly seminars, career-
enhancement sessions, skill-building workshops, and networking events that benefit both the
Fellows and their host offices. The activities help to enhance the Fellows’ knowledge and
capabilities, and also foster interaction and collaborative connections within the fellowship
cohort.
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California Should Establish a Major Economic Incentive for
Bioprocessing and Biomanufacturing Investments

FACT SHEET: OREGON BUSINESS ENERGY TAX CREDIT (BETC)

The BETC is a set of investment incentives to encourage the develbpment of solar power
facilities in Oregon.
e ABETC award is capped at $10 million per project
exempt
e A BETC tax credit is converted at 35% and cash ben
rate of 25.5 percent
e BETCs can be effectively converted to cash payment up®n completion of the fa
using the “PASS-THROUGH” process.

ction or component and is tax

it is converted at a discounte

The Pass-Through Process
Step #1

Solar Company completes the Oregon Business Energy Tax Credit application for one of their
energy projects before construction begins and sends it to the Oregon Department of Energy.
The department reviews the information and issues a certificate to the solar company.

Step #2

The solar company’s pass-through partner completes the Pass-through Partner Application and
sends it to the Department of Energy. The Pass-through Partner Application is a commitment
that when the project is completed, the partner will make the required cash pass-through
payment of $2.55 million -- 25.5% of the energy project cost-- to the solar company.

Step #3

When the solar company finishes their energy project, they inform the Department of Energy.
When the information is received, the Department of Energy officially informs the pass-through
partner, to send the $2.55 million Pass-through payment to the Solar Company.

Step #4

When the Solar Company receives the $2.55 million pass-through payment from the pass-
through partner the Department of Energy sends the pass-through partner an irrevocable tax
credit certificate.

Results

The solar company receives a $2.55 million pass-through payment for each $10 million project.
The pass-through partner receives irrevocable tax credits to recoup their investment in the
project.

For more information, please visit: http://www.oregon.gov/ENERGY/CONS/BUS/BETC.shtml
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California Should Establish a
New Science and Technology Trust

MODEL LEGISLATION: PUERTO RICO SCIENCE TRUST

TITLE 23. PUBLIC PLANNING AND DEVELOPMENT
PART Il. ECONOMIC DEVELOPMENT
CHAPTER 45. SCIENCE, TECHNOLOGY AND RESEARCH TRUST
23 L.P.R.A. 8 693004)
§ 695. Definitions
Every term used in this chapter to refer to a person or office shaNrefer to both genres, and tfe
following terms, when-ever used in this chapter, shall have the meégning stated hereinafter,
except when otherwise provided in the context:
(a) Eligible activitieshall mean:

(1) Science and technology research or development activities in the following are

(A) Information and communications technology.

(B) Creation of data, video and telephone convergence protocol.

(C) Infrastructure of information science, data, video and multimedia
transmissions.

(D) Development of programs that promote the use of new methods to access
health systems, to wit: telemedicine and distance education.

(E) Electronic commerce and programming developed in digital language code
and incorporated in a direct use computer-(application service software).

(F) Research processes and technology and development of medication
including, but not limited to, molecular biology, genomic science, proteomic
science, genotype sequence analysis and technology, combinational
chemistry, robotic software, bio-information science, biochemistry,
molecular oncology, genomic pharmacology, biological markers, molecular
toxicology, tissue engineering, medicinal chemistry, micro-fluidics and
models of diseases.

(G) Clinical research and development in the fields mentioned in paragraph (F)
of this clause and integration of clinical research and bio-analysis platforms.

(H) Clinical research and development, integration of experimental and
computational biology, pharmacology, molecular toxicology, animal models.

(I) Delivery of medication and related fields.

(J) Investigation and development of bio-manufacturing processes, bio-
catalysis, development of chemical processes; manufacture and
bioprocesses of protein and chemical syntheses manufacture.

(K) Molecular phenotype technology, discovery of medication and
nanotechnology development.

(2) Education, training and professional development in the fields of research or
development in science and technology.
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(3)

(4)
(5)

(6)

Rendering of services and technology including, advisory, consultative, and studie
analysis, collection, management and administration of intellectual property,
implementation and management of incubators and financing of innovations
inventions.

Attracting scientific human resources to Puerto Rico, u
the Council of Trustees.
Construction and development of scientific parks or development of the adequa
social infrastructure for re-search or development Af science and technology
activities.
Other activities that the Council of Trustees designgtes as eligible activities,
provided that it determines that they shall result in Yae growth of research or
development in science and technology in Puerto Ric

(b) Federal agencyshall mean the United States o
of the departments of the Executive Branch of th
United States of America or any corporation, agency or instrumentalit
created or that could be created, designated or established by the Unite
States of America.

(c) Bank.Shall mean the Government Development Bank for Puerto Rico,
created by virtue of §§ 551--568 of Title 7.

(d) ScienceShall mean the set of knowledge obtained through observation,
experimentation and reasoning, systematically structured and from which
principles and general laws are deduced, and includes, among others,
knowledge related to exact, physics-chemistry and natural sciences, as well
as the study thereof.

(e) Biology sciencehall mean the science that deals with living things,
including, among others, their molecular composition and the vital
phenomena according to the properties of their molecular structure, and
that for purposes of this chapter, comprises the use of cellular and
molecular processes to solve problems or make products including, with-out
being limited to, those processes that use cells and biological molecules for
applications to medicine, agriculture, and environmental management,
medical equipment and instruments, medicine and the pharmaceutical
industry (medical laboratories, hospitals and medical centers), organic
chemicals used in agriculture and investigation, development and analysis
service.

(f) CompanyShall mean the Puerto Rico Industrial Development Company.

(g) Council of TrusteeShall mean the group of persons designated as trustees
of the Trust.

(h) Eligible osts.Shall mean those costs pertaining to a research or
development of science and technology project, which qualifies to be
defrayed with funds obtained from the Trust by virtue of the what is
provided by the Council of Trustees in the regulation it approves, and which
may include, without it being understood as a limitation, the follow-ing:

er the terms defined\b

merica, its President/a
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(1) Costs of the plant, equipment, machinery, raw material and
materials;

(2) costs of recruiting talent, which shall be defined by regulations
the Council of Trustees;

(3) costs of acquisition of land, construction/of buildings, developXpe
of the necessary social infrastructure op/the adaptation of existi
facilities;

(4) fees for consulting services or any ofher type of remuneration paid
to technical advisors consulted with regard to a research and
development, payment of salaries, Stipends, traveling expenses and
per diems to be paid to persons for résearch or development
activities or with the identification of dgvelopment of products,
services and processes, and

(5) general, administrative and operating exp

(i) DepartmentShall mean the Department of the Department of Economic
Development and Commerce.

() DevelopmentShall mean activities directed to the improvement or
establishment of materials, products, components, systems or services with
innovative attributes.

(k) Executive DirectoBhall mean the Executive Director of the Trust.

(1) Benefited entity. Shall mean any natural or juridical person, including any
government entity which is provided with funds from the Trust.

(m) Deed of trustShall mean the public deed through which the Fund is created
issued by the Secretary of Economic Development and Commerce and the
President of the University of Puerto Rico, acting as trustors.

(n) Trust.Shall mean Puerto Rico Science, Technology and Research Trust, whose
creation is authorized by this chapter.

(0) Fund.Shall mean the Puerto Rico Science, Technology and Research Fund
created in § 695d of this title.

(p) GovernmentShall mean the Commonwealth of Puerto Rico including all its
subdivisions, public corporations and municipalities.

(q) Researchshall mean study or work, including theoretical or experimental
projects, with the objective of obtaining or broadening knowledge on any
science, which could or could not be related to practical results.

(r) Office.Shall mean the Office of Management and Budget.

(s) PersonShall mean any natural or juridical person; Provided, That in the case of
juridical persons, it could be of public or private nature, and organized or existing
under the laws of the Commonwealth of Puerto Rico, the United States of
America or of any state of the United States.

(t) ProponentShall mean the person who requests financial aid from the Trust.

(u) Trust projectsShall mean those science or technology research or development
projects that the Council of Trusts determines that qualify to be financed with
Trust funds.

Ses
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(v) Trade secretShall mean that the owner of a commercial or trade secret has a
nondisclosure privilege that may be invoked by him/her or by his/her agent o
employee and that may prevent another person from disclosing it, provide
does not intend to conceal fraud or cause an injustice.

(w) TechnologyShall mean the group of theories, knowlgdge and techniques
allow for the practical attainment of scientific knowfedge, including industri
instruments and procedures of a determined sectfr or product.

(X) Information and communications technolo@yall mean the attainment or
practical application of the knowledge of infor(nation and communications
science, and comprises any communications deXice or software including, but
not limited to radio, television, cellular phones, cAmputers, data equipment,
network equipments, programs, satellite systems, as well as services and
software related thereto such as video conference aNd distance education
computer tools to acquire, store, organize, file, analyz i i

(y) UniversityShall mean the University of Puerto Rico.

(z) Private universityShall mean any private university licensed by the Council o
Higher Education of Puerto Rico.

§ 695a. Creation, purposes and duties
The Secretary of the Department of Economic Development and Commerce and the President
of the University of Puerto Rico are hereby authorized, as trustors, to grant a deed of trust
through which a nonprofit trust shall be established, and which shall be known as the Puerto
Rico Science, Technology and Research Trust, hereinafter "the Trust."

(a) The purpose of the Trust shall be to define and implement the public policy of the
Commonwealth of Puerto Rico for science and technology research and development
which shall include the establishment of an alliance between the Government and the
private sector for the promotion and development of the same for the benefit of all Puerto
Ricans. In order to achieve its purposes the Trust shall act as an agent for promoting,
investing and financing activities that would strengthen the science and technology
research and development efforts in Puerto Rico in order to boost the economic
development of Puerto Rico; promote close collaboration between the government and
the academic and industrial sectors of the country leading, but not limited to, conducting
basic research for discovering new knowledge, applied research for translating said new
knowledge into useful applications and clinical research that would include the
administration of therapies and interventions to determine their effectiveness; develop
and encourage cultural aspects and the infrastructure that would recognize the value of
science and technology research and development regarding the economic and social
development of Puerto Rico; promote the transfer of technology and the
commercialization of the products that result from local research; and finance and create a
coherent strategy for attracting to Puerto Rico world class researchers that would
stimulate the new initiatives.

(b) The Trust shall initially concentrate its efforts in conducting activities related to the
biological sciences or to matters of health, including, but not limited to the following:
pharmaceutics, biotechnology, and medical instruments, among others, as well as
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(a)

information and communications technology, including, but not limited to the area of
electronics, among others.

(c) In order to fulfill the objectives of this chapter, the Trust shall perform the following t
among others:

(1)

(2)
(3)
(4)
(5)

(6)

(7)
(8)

(9)

Develop a coherent strategic plan to achieve favorable gbnditions for the sciegti
and technical development in Puerto Rico through the/creation of alliances
between the government and the academic and indystrial sectors of the countr
Help to promote the development of the educatiogfal and social infrastructure
needed for enhancing the scientific and technicalffields.

Support the commercialization of products and seNvices based on science,
technology or research.
Increase the financing available for science and techn§logy research and
development activities in the academic institutions of
Identify the capital and financing needed for science and
development initiatives.

Promote private investments in science and technology research or developme
activities and projects and in burgeoning high technology and multinational
companies highly active in Puerto Rico.

Increase the investment in innovations through the alliance of public and private
institutions.

Establish initiatives to copyright and protect intellectual property, the work of the
scientists and the results of the science and technology research and development
activities.

Collaborate with the private sector in the development of products, businesses and
innovative services and processes, while stimulating the economic growth and the
capacity for global competition.

(10) Stimulate mechanisms that would allow interested citizens easy access and optimal

use of existing sources of international resources in the areas of science and
technology research and development.

(11) Strengthen the research capabilities of both public and private educational

institutions so as to foster long-term industrial development.

§ 695b. Council of Trustees--Creation

The Council of Trustees of the Trust, henceforth "the Council," shall be constituted by eleven
(11) trustees, five (5) of whom shall be those persons who hold office as Secretary of the
Department of Economic Development and Commerce, the President of the University of
Puerto Rico, the President of the Government Development Bank for Puerto Rico, the Executive
Director of the Industrial Development Company and the Executive Director of the Office of
Management and Budget, who shall be ex officio trustees and who may be represented during
official functions by those persons the aforementioned officers designate and six (6) private
citizens. The deed of trust shall provide that the six (6) private citizens shall be trustees for a
term of six (6) years and until their successors are appointed. Three (3) of the six (6) private
citizens must be or must have been members of the university community as professors or
researchers, three (3) must belong to the private sector in the field of high technology. Two (2)
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(b)

(c)

(d)

(e)

(f)

(g)

of the six (6) private citizens must be internationally recognized in their field and two (2) of th
private citizens must be generally familiar with the biological sciences and matters of health
well as with information and communications technologies, the recent research trends in
areas and the technical and scientific mechanisms used to translate ngw

applications that would foster economic development.

The Secretary of the Department of Economic Development and

new appointment for the remaining term. No member of the Council\g
trustee for more than two consecutive terms of six (6) years.

The private citizens who succeed the private citizens originally appointed as members of the
Council of Trustees, as well as the private citizens designated to fill the vacancy of any positio
held by a private citizen that arises in the Council, shall be selected by the vote of the majority
of the Council members.

The private citizens designated or elected as members of the Council of Trustees shall not be
deemed to be public officers for all effects, including the provisions of §§ 1801 et seq of Title 3.
Provided, That no member of the Council having any personal, institutional or economic
interest, as said terms are defined below, may participate in any decision or have access to any
information related to the matter or matters in which he/she has a personal or economic
interest. "Economic interest" shall mean the direct or indirect ownership, be it legal or as
equity, by an individual or a member of his/her family unit as defined below, of (1) at least ten
(10) percent of the stock issued by a corporation; (2) at least ten (10) percent interest in any
other entity; or (3) ownership of enough stock or shares in an entity that gives said person
actual control over the decisions of said entity. The term "personal interest" shall mean any
personal, family or business relationship that might be interpreted as affecting the objectivity
of a member of the Board. The term "family unit" shall mean the spouse of a person, his/her
children, dependents or those persons who share his/her legal residence or whose financial
matters are under de jure or de facto control of said person.

The President of the Council of Trustees shall be one of the five (5) public officers, members of
the Council, and shall be selected by the vote of said five (5) public officers. The Council shall
select from among those of its members that are private citizens, a Vice-President, who shall
substitute the President in his/her absence, as well as a Secretary.

The members of the Council of Trustees that are not public officers, including the members of
the academic com-munity, shall be entitled to receive the basic per diem established through
the unanimous vote of the Council.

A majority of the members of the Council shall constitute quorum for all purposes, and the
decisions shall be reached by the majority of those present. Provided, That any action that
needs to be taken or that is allowed during any meeting of the Council shall be authorized
without the need for a meeting as long as all the members of the Council give their consent in
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writing to such an action. In such a case, the written document shall be entered into the
minutes of the Council. It is furthermore provided that the members of the Council may
respectively participate in any meeting of the Board or in any committee or commission
thereof, through telephone conference or other means of communica#tt
persons participating in the meeting may be heard simultaneously.
member of the Council at a meeting in the manner described abo
to said meeting.

e participation of a
shall constitute atten

§ 695c. Council of Trustees--Rights, powers and duties

(a) The Council of Trustees shall have all those powers and facultis that are expressly conferred
upon the trustees in the Deed of Trust, subject to §§ 2541--258 N\of Title 31, including the
power to sue and be sued as trustees as representatives of the Trst. The Deed of Trust sh
provide the powers and duties of the Council of Trustees, which sha\l include, among othef's
the following:

(1) Act as the governing body of the Trust.

(2) Establish the general policy of the Trust to fulfill the objectives of this chapter.

(3) Draft a Strategic Plan that shall be revised and updated every five (5) years.

(4) Authorize the work plan and the annual budget of the Trust.

(5) Appoint an Executive Director, establish his/her duties and powers in harmony with
the provisions of this chapter and fix his/her compensation; Provided, That the
Executive Director shall be the only officer directly compensated by the Trust; and
that every officer or member of the personnel shall be compensated from the
annual apportionments which the (2) two entities authorized to establish the Trust
shall contribute pursuant to the reports foreseen for the year. (6) Draft, adopt,
amend and repeal the rules and regulations that govern its internal operations as
well as those needed to govern its activities and those of the Trust and fulfill its
responsibilities and duties.

(7) Determine the eligibility of the benefited entities and of the projects or initiatives
to be financed with the funds of the Trust.

(8) Authorize the accounting and disbursement of the funds and other administrative
operations of the Trust and establish an effective mechanism for auditing and
supervising the appropriations, uses and disbursements of the funds of the Trust.

(9) Implement the public policy and the objectives of the Trust pursuant to this
chapter.

(10) Determine the programmatic areas and priorities of the Trust and approve the
work plans prepared pursuant to this chapter.

(11) Delegate on any agency of the Government of the Commonwealth of Puerto Rico
the execution of measures, plans and projects of the Trust approved by the Council
of Trustees pursuant to this chapter.

(12) Contract, establish agreements and alliances with public or private juridical persons
or entities needed to properly fulfill the responsibilities provided in this chapter.

(13) Acquire personal and real property in any legitimate way, including by concession,
gift, purchase, legacy or do-nation and possess and exercise all property rights over
these, as well as the power to dispose of them.
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(14) Obtain money on loan and issue notes, bonds and any other evidence of debt of
the Trust in order to provide funds to defray the operating costs of the Trust, m
investments or provide financial assistance to the projects of the Trust, pay th
costs for acquiring any property for the Trust, fulfill any ofr ¥

of debt of the Trust, the Government Development B
fiscal agent, as provided by §§ 581--595 of Title 7.

(15) Provide financing and make investments or donations un¥
conditions deemed suitable for Trust projects.

(16) Provide economic assistance or of any other kind to Government agencies and
instrumentalities and private entities in order to foster and defray the cost for the
development of science, technology and/or research projects and infra-structure.

(17) Receive managerial, technical, administrative assistance and enter into contracts
for that purpose.

(18) Invest its funds, as authorized by resolution of the Board, subject to any restriction
and limitation, pursuant to the provisions of §§ 1261--1263 of Title 7.

(19) Negotiate and execute with any person, including any federal or Commonwealth
government agency, any type of contract and all those instruments and agreements
necessary or convenient to exercise the powers and functions conferred to the
Trust under this chapter.

(20) Create, at its discretion, advisory councils to provide the Trust with specializes
technical and scientific advise and provide for the organization and operation of the
same.

(21) Use the moneys of the Trust provided said use is in harmony with the purposes of
this chapter.

(22) Formulate periodically and in coordination with the Executive Director of the
Industrial Development Company the policy for the investment of the resources of
the Economic Development Special Fund, it being understood, however, that the
authority of the Company over the management of the moneys of the Special
Funds not transferred to the Trust remains unaltered.

(23) Exercise all powers inherent to the functions, prerogatives and responsibilities
conferred by this chapter and exercise all those other powers conferred by the
deed of trust.

(b) The Council of Trustees shall establish through regulations the criteria to be
used to disburse the moneys of the Trust.

(c) The Council of Trustees shall have the discretionary power to choose the
investment or financing mechanisms that it will use to promote all research
and development in the fields of science and technology in Puerto Rico,

41



including loans, gifts, donations or investment mechanisms or any
combination of these.

§ 695d. Trust Fund

(a) Afund to be known as the Puerto Rico Science, Technology an
hereby created within and under the custody of the Govern
Puerto Rico. The Fund shall be nourished by:

(1) Twenty (20) percent of the moneys covered into t
Special Fund administered by the Puerto Rico Ind{istrial Development Company,
revenues collected annually by virtue of § 10115(c),of Title 13. The Executive
Director of the Puerto Rico Industrial Development §ompany is hereby directed t

esearch Trust Fun
nt Development Bank

Economic Development

(2) The funds that have not been disbursed by the Industrial
the University of Puerto Rico by the date of effectiveness of this act, pursuant
Resolution Number 2003-18 of June 18, 2003, for the "Centenary of the Univers
of Puerto Rico Scientific Research Fund."

(3) A special appropriation of five million (5,000,000) dollars from the Public
Improvements Fund for fiscal year 2004-2005, as consigned in legislation to that
effect. Those resources shall be accounted for and maintained in an ac-count
separate from all other resources.

(4) Five million (5,000,000) dollars per year beginning in fiscal year 2005-2006,
proceeding from the balance of the moneys collected on account of the federal
excise taxes sent to the Department of the Treasury of Puerto Rico each fiscal year,
according to Section 7652(a)(3) of the United States Internal Revenue Code of 1986,
as amended, available after the Department of the Treasury has complied with the
transfer of the first moneys collected on account of said excise taxes to the
Authority for the Financing of the Infrastructure of Puerto Rico pursuant to §§ 1914
of Title 3. In case there should not be any surplus funds from that distribution, the
revenues needed for the Puerto Rico Science, Technology and Research Trust Fund
shall proceed directly from the General Fund.

(5) Private donations, government funds, legislative appropriations, federal
concessions or grants and gifts. On or before ninety (90) days after the close of
every fiscal year of the Commonwealth of Puerto Rico, the Secretary of the
Treasury shall render a report to the Board of Trustees concerning the revenues
transferred to the Fund pursuant to this chapter.

(b) The Council of Trustees may create within said Fund any accounts the Council may deem
necessary. These shall be deposited on credit to the Fund, in those accounts as determined
by the Council of Trustees, all contributions received by the Trust and all income received
from the investments made with the moneys covered into the Fund.

(c) The moneys covered into the Fund may be invested in any obligation or instrument
approved by the Bank pursuant to §§ 1261--1263 of Title 7. The Bank shall ensure that the
investments authorized in this act generate the highest yield allowed by market conditions

42



while at the same time ensuring that the invested principal is protected and shall annuall
render a report of the activities to the Council of Trustees.

(d) The moneys covered into the Fund shall be used to fulfill the purposes of th|s chapter
disbursements of the moneys covered into the Fund shall be ma
provisions of this chapter, to regulations and the budgets appr
Trustees and with any legal practices that govern the use of

ed by the Council o
blic funds.

§ 695e. Trust projects
(a) Between thirty (30) and forty (40) percent of the funds i the annual budget of the Trust
available for investing in Trust projects must be used to cOpduct corporate activities and
projects that have an impact on science and technology reskarch or development
programs in Puerto Rico.

(b) Between thirty (30) and forty (40) percent of the funds in the aynual budget of the Tylis
available for investing in Trust projects must be used to:

(1) Match the academic research initiatives that have received partial financing b
federal agencies that promote said research, on the basis of high competitivene

(2) Support programs that promote the recruitment and retention of competitive
researchers in biomolecular sciences and information and communications
technologies, including the endowment of chairs in the various disciplines, awards
for illustrious academics and the recognition of young researchers with proven
capacity for competitive research.

(3) Create a dynamic and effective structure for the commercialization of the products
of the science and technology research programs that may be used by academic
institutions or by private companies to protect intellectual property and to improve
the capacity for producing and developing new products according to the terms of
the Memorandum of Understanding executed between the University and the
Industrial Development Company of Puerto Rico on February 11, 2004.

(c) Between twenty (20) and thirty (30) percent of the funds in the annual budget of the Trust
available for investing in Trust projects must be used to provide financial support for the
development of research infrastructure such as:

(1) Investment in private or public institutes specializing in information and
communications technology, including institutes proposed or operated by
companies eligible under the program whose participants receive funds, through
competitive mechanisms, for their research programs.

(2) Institutions, collaborations or programs directly related to corporate research and
development.

(3) Financial support for the development of incubators related to support centers in
key locations, and who are able to effect the transfer of technology.

(4) Support for improving and developing physical facilities suitable for science and
technology research and/or development.

(d) As first initiatives of the Trust concerning the infrastructure the following projects, among
others, shall be carried out:

(1) Provide financial support for the efforts that seek to finish the Puerto Rico Research
Park to be developed by the University and the Industrial Development Company
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according to the terms of the Memorandum of Understanding ex-ecuted betwee
the University and the Puerto Rico Industrial Development Company [on] Febru
11, 2004.

(2) Provide financial support for the efforts that seek to finis
Plant to be developed by the University, the Puerto Ricg/Industrial Developmint
Company and the pharmaceutical industry according $6 the Memorandum of
Understanding executed between the University ang/the Puerto Rico Industrial
Development Company [on] February 11, 2004.

(e) The provisions of subsections (a), (b) and (c) of this secti¢n notwithstanding, said
percentage designations may be revised annually by the Qpuncil of Trustees in
consideration of the investment possibilities at the time, th® needs of the industry or th
academy and the number and merit of the proposals receive

§ 695f. Process for applying for and evaluating the disbursement of fi\ads
(a) The Council of Trustees shall approve the standards and rules for the presentation,
evaluation and selection of proposals and applications for funds for Trust projects. The
regulations must include the criteria the Council shall apply when making its decisions as
the qualification and selection of the proponents and the adjudication of the contracts. Th
selection criteria shall include, without it being understood as a limitation, the following:
(1) The commercial and financial reputation of the proponent and its economic,
technical or professional capacity; the experience of the proponent to develop and
conduct science and technology research and development activities to im-prove
the existing manufacturing processes or develop new ones or manufacture
innovative products and market the same.
(2) The competitive funds for scientific research the proponent has received.
(3) The accreditation of the proposing institutions on its programs by federal or
external agencies.
(4) The competitiveness of the faculty or human resources of the proponent.
(5) The competitiveness of the student body of the proponent.
(6) The quality and quantity of high quality scientific research infrastructure and for the
transfer of technology.
(7) The availability of funds.
(8) The merits of other proposals.
(9) The novel nature and complexity of the research and development area to be
explored and the time estimated for its conclusion.
(10) The capital, if any, the proponent is willing to invest.
(11) The business plan of the proponent, its economic capacity and the financing
request for its implementation.
(12) The feasibility of the activity or project.
(13) The possibilities for commercializing the activities and products or projects.
(14) Any other criteria that at the discretion of the Council is suitable and pertinent for
achieving the purposes of this chapter, including the competitiveness concept and
parameters to be used.
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(b) The application for funds submitted by a proponent shall constitute a public document.

§ 695g. Tax exemption

(a)

(b)

However, the Council of Trustees shall establish through regulations the standards that
shall govern the access to said documents, ensuring, among other things, that all
confidential information submitted by the proponents is protect e
that third parties that request access to the same must meet arg defined; that the stNct
confidentiality criteria that shall be in effect in the process foy/receiving, evaluating an
adjudicating proposals is provided; that all information whigh constitutes (1) business
secrets, (2) proprietary information and (3) privileged or cgnfidential information is
excluded from examination and public diffusion; and thaf the standards of conduct that
must be observed by the officers and employees of the Tr\st regarding the management,
diffusion and publication of all information received by the {rust during the process of
receiving, evaluating and adjudicating proposals and the san
standards entails, are provided.

It is hereby stated that the purpose for which the Trust is to be established and for which
shall exercise its powers are public purposes for the benefit of the People of Puerto Rico.
The Trust shall be exempted from the payment of all taxes, license taxes, fees or excise
taxes imposed by the Commonwealth of Puerto Rico or its municipalities.

The Trust shall also be exempted from the payment of any type of internal revenue fees,
stamps or vouchers, excise taxes or taxes of any nature required by law for transacting
judicial procedures, issuing certificates from any office or dependency of the Government
of the Commonwealth of Puerto Rico and granting public documents and registering the
same with any public registry of the Commonwealth of Puerto Rico.

§ 695h. Annual report

Every year, within the one hundred and twenty (120) days after the close of the fiscal year, the
Trust shall submit a report to the Governor as well as to the President of the Senate and the
Speaker of the House of Representatives. Said report shall include the following:

(a)
(b)
(c)
(d)

A financial statement audited by recognized certified public accountants and a complete
report on the activities of the Trust for the preceding fiscal year.

A complete itemized list of all contracts and transactions executed during the fiscal year
corresponding to the re-port.

All information concerning the standing and progress of its activities until the date of the
last report.

The work plan of the Trust for the next fiscal year.

§ 695i. Audits

(a)

The Council of Trustees shall appoint a General Auditor who shall be the director of the
General Auditing Division to be created by the Trust. The General Auditor shall directly
answer to the Council of Trustees and be responsible for supervising the appropriation, use
and disbursement of the funds of the Trust and for conducting quarterly audits of the
same.
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(b) The Executive Director shall also have the duty of periodically maintaining the Council of
Trustees informed about:
(1) The disbursements and use of the moneys of the Trust;
(2) the economies and efficient use by the Trust of its resourges=ame
(3) the systems, procedures and practices employed by the/Trust to monitor the \s
and disbursement of its funds.
(c) The Trust shall be subject to the duties and powers of the Office of the Comptroller of
Puerto Rico.
(d) The Office of Management and Budget is likewise empowWered to conduct audits and
studies concerning the activities and achievements of the\[rust and on its fiscal operationy/

§ 701. Creation; Administrator and Subadministrator

(a) There is hereby created the Economic Stabilization Administraty
the direction of an Administrator, who shall be appointed by the
with the advice and consent of the Senate.

(b) The Administrator may appoint a Subadministrator who shall substitute for him in case
absence, sickness or resignation and shall perform such duties as are assigned to him by
the Administrator.

n, which shall be under;
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APPENDIX I: Massachusetts Comprehensive
Life Sciences Strategy (2007)

The Massachusetts Life Sciences Initiative is embodied in House Bill/4234, “An Act Providi
the Investment in and Expansion of the Life Sciences Industry in tife Commonwealth,” filed Ry
Governor Patrick on July 19, 2007. The bill serves to grow the lij€ sciences sector in
Massachusetts in three ways:

First, the bill provides funding for the Life Sciences Initiative

e 5500 million in capital funding.
e $15 million for the Massachusetts Life Sciences Investynent Fund thls year.
Thereafter, the Fund will receive $25 million in annual

Second, the bill strengthens the Massachusetts Life Sciences Center

e Increases number of Governor Appointees to the MLSC Board from 2 to 4 and
requires that the additional 2 appointees be a venture capitalist and a researcher.

e Establishes the Secretary of Housing and Economic Development as chair of the
board.

e Reconstitutes the present membership of the board.

e Mandates capital planning process to implement the capital provisions of the
proposal.

e Lifts administrative cap for MLSC.

e Increases fund allowable activities so MLSC has authority to build capital projects,
award grants, and expend funds consistent with the plan articulated by the
Governor.

e Establishes a 10 person advisory committee composed of members of the
Massachusetts Life Sciences Collaborative.

Third, the bill expands tax incentives for Life Sciences companies

The bill creates a Life Sciences Sector Investment Program which requires life sciences
businesses to become “certified life sciences projects” to be eligible to receive tax benefits.
Certification is predicated upon the projected return on investment (ROI) for the project from
the taxable income generated by the project’s new, permanent full-time employees. The
Secretary of HED will certify projects. The Secretary of HED and the Secretary of ANF will jointly
award tax incentives, based on need. There is also a yearly project evaluation that provides for
project decertification if a company fails to achieve projected ROI.
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The bill creates the following tax incentives:

e Eliminates the MA throwback provision

e Creates a 100% refundable FDA User Fee Credit

e Creates sales tax pass through for bricks and mortAr purchases

e Allows a project to take the current Research and Development Tax Credit as a
refundable credit

e Eliminates mathematical test so that true R&D cgmpanies can take sales and us
tax exemption on appropriate purchases with certginty, as manufacturers do

e Creates redeemable 10% ten year carry forward Life\Sciences Investment Ta
Credit, allows projects to receive an additional 2% cre\it if they locate in a
Economic Opportunity Area

e Extends the Net Operating Loss Credit to 15 years

The formation of the Massachusetts Life Sciences Initiative comes at a unique and critical time
for the growth of life sciences in the Commonwealth. It provides an opportunity for
Massachusetts to solidify its position as the world leader in life sciences and gird for the
challenges of international competition for talent and industry. This initiative is a collaborative
effort involving leaders from all sectors of the Life Sciences Supercluster - the
biopharmaceutical and medical device industries, academic medical centers, and the health
care delivery system. A critical component of this initiative is a comprehensive, long-term,
collaborative life sciences strategy to ensure an effective and efficient execution of our mission
to strengthen and grow the life sciences. The enactment of the legislation and the
development of the programs embodied in the initiative will demand the continued
engagement and energies of life sciences stakeholders from throughout the Commonwealth.
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