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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 OREDIT
(1) IN GENERAIn the case of a taxpayer who hols a qualified equity investmenyo
credit allowance date of such investment whici\occurs during the taxable ygar,
new markets tax credit determined under this seg§tion for such taxable yeaf i
amount equal to ___ percent of the amount paid td\targeted technology ju
for such investment at its original issue.
(2) CREDIT ALLOWANCE DAR&term “credit allowance
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 INVESTMIONPuUrposes of this sectien
(1) IN GENERATIhe term "qualified equity investment' means any equity invesim
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 igdusgthe
gualified technology business entity for research and development
expenditures, and

(3) EQUITY INVESTMERNHRe term “equity investment' means
(A) any stock in a qualified technology business which is a corporation, and
(B) any capital interst in a qualified technology business which is a partnership.
(c) QUALIFIED TARGETED TECHNOLOGY INVESHMPBNPSses of this sectien
(1) IN GENERATIhe term "qualified targeted technology investment' means
(A) any equity investment in, or loao, any qualified targeted technology
business,
(2) QUALIFIED TARGETED TECHNOLOGY BUSINESS
(A) IN GENERAEor purposes of paragraph (1), the term "qualified targeted
technology business' means, with respect to any taxable year, any
corporation or parhership 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 skeases, alternative energies, and healthcare
cost reduction technologies,
(d) LIMITATION ON AMOUNT OF INVESTMENTS DESIGNATED



(1) IN GENERAThere is a new markets tax credit limitation of $
each of calendar years 2009 through 2014.

(2) CARRYOVER OF UNUSED LIMITAfti@N\Nhew marke
any calendar year exceeds the aggregate amount gflocated under par
such year, such limitation for the succeeding calegdar year shall be incr
amount ofsuch excess.

(e) EFFECTIVE DATEe amendments made by this section ghall apply to investments made aft

December 31, 2008.




California Should Invest in UOriented
Life Sciences Incubators

MODEL LEGISLATION: PENNSYLVANIA GREENHOUSE
[Excerp from Pennsylvania House Bill No. 2, 2001 Sessio

MATIVE

CHAPTER 19
REGIONAL BIOTECHNOLOGY RESEARCH CENTERS

Section 1901. Scope of chapter.
This chapter deals with the establishment of regidmateci\pnology research centers.

Section 1902. Regional reseaadnters.
(a) Establishment of centersThe Department of Community an T 0
consultation with the Department dfiealth, shall establish three regional biotech
researchcenters to facilitate research through the sharing of fuadslinfrastructure.

(b) Nonprofit corporations to own and operate centersTheDepartment of Community a
Economic Development shall sesgbplicants for the purpose of forming nonprofit
corporations which shall own and operate regional biotechnologgaech centers.

(c) 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 lshadk officio members.

The board of directors shall include representatives of thepfafit and nonprofit
institutions and organizations patrticipating in the research center, as well as other
representatives of local, civic or community groups.

(d) Baard chairperson:The Secretary of Community ai@donomic Development shall appoint
the chairperson of the board of directors, who shall serve a term of four years.

(e) 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 industridannsylvania.
(2) Develop high quality and commercially usgiatents.

(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 reseadiscoveries.

() Application--The board of directors of each regiofmbtechnology research center shall
submit an application to the Secretary of Community and Economic Development which
contains the following:

(1) A listing of the fomprofit and nonprofitinstitutions and oganizations that will
comprise the nonprofit corporation and that will own and operate the research
center.



(g) Participation:-In order to participate imesearch or psduct development at a regiona

(h)
()

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

(3) The proposed programs, activities and categoaesesearch to be conduct
the center.

(4) The plans for marketing the research centerggional/institutions and
corporations to build awareness and encourage pArticipation.

(5) The proposed location of the reseh center.

(6) A proposed budget for the firstear of operationgf the facility including projec
infrastructure costs angrojections on permangnt staff to be employed at the
research center.

(7) The anticipated health, scientific, commercial
outcomes to be achieved by the rearchcenter.

(8) The amount of funds or infrastructure to lwentributey by each participanyt
research center.

(9) Any other information deemed necessary by ecretary of Community a
Economic Development.

nomic development

biotechnology research center, an applicant shall make financial or other substantia
equivalent contributions to the research being conducted in an amount established b
Department of Community and Ecomic Development. The board of directors shall
develop royalty agreements or other revenue streams to fund ongoing operabicihe
biotechnology research center. The board of directors shall also reach agreement with the
Department of Community and Ecamic Development on allowing access to and
commercializatiorof 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 otrademark, or an application, right or registration relating
thereto.

(1) The Department of Community and Economic Developrsiatl reach agreement
with the board of directors of eaatesearch center regarding the amount of capital
to be raised from thdor-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 atthe research center.

Personnel-A regional biotechnology research center may hire personnel to coordinate
research projects.
Review and repori:

(1) Each regional biotechnology research center sha#iuigect to annual review by
the department.

(2) Each regional biotechnology research center shratiually submit a report to the
Department of Community and Economic Development, the Department of Health,
the chairman and the minority chairman of the Appropriations Committethef
Senate, he chairman and minority chairman of the Appropriations Committee of
the House of Representatives, the chairman and minority chairman of the
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Community and Economic Development Committee of the Senate and the
chairman andninority chairman of the Commercand Economic Developme
Committee of the House of Representatives. This report shall be in a for
manner developed by the Department of Community ere-=eeremie-be

confidential material.
(v) A listing of all organizationfr-profit and nonprefiti
services of the research center during the prior year.
(vi) A listing of any licenses or other contractoaligations in effect, or
anticipated, for the intellectual property developed at the reseacente
during the prior year.
(vi)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.
(vii)A copy of the annual operating budget for the year, inclgdifisting of the
sources of all funds including financial ane&ind personnel, equipment or
other material donations and contributions by all parties involved in the
research center, grants obtained, Federal funds leveraged and expenditures
made includhg infrastructureexpenditures, administrative and staffing
costs.



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

FACT SHEET: RESEARCH AND DEVELDRMREHRBATES

What does theBiotech Private Company R&R@x rebate offer?

TheR&D Tax @ditis the principal State initiative to in¢rease the amount of research
development (R&D) undertaken in California.

e Companies who are solely engalin research and dayelopment and are no
profitable cannottake advantage of the credit.
e Small ompanies areften engaged in high risk, leahanc ar,
research is often too risky for larger companies. The goal of a R&D tax re
increase R&D investment by small privately held companies in key technol

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

« atax deduction of up to 12percent of expenditure incurred on R&D activities;

e an R&D Incremetal (175%Premium) Tax Rebate for companies increasing their R&D
expenditure and who have a thregear 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:
e Must have a physical presence in California and make R&D related expenditures in
the state.

e Must employ no more than 500 employees in California and be privately held.
e The company must bear both the technicalddinancial risk associated with its R&D.



California Should Allow the 2§ ear
CarryForward of Net Operating Losses for Biotech

FACTSHEEET: 20 YEAR NOL CARRYFORWARD

AB 1370 would increase the period of deductibility for net opérating losses frorad8
years for life sciences companies.

I'FEAF2NYALI Qa8 OdzNNBYy (G bh]

industry faces in developing its products. It can take an a\xerage of 15 years and requife
$1 billiondollarsy Ay @SadySyida (G2 adQOSaatdzZ e KS
year NOL deduction policy, many life sciences companies ar&\loosing their NOLs bgc
KISy Qi FTAYAAKSR RS@St2LAy3 NJ NBEOSA

Why it is important to pass AB 1370

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

e LYONBFAAY3 /IEAFT2NYAI QA bh[ OFNNETF2N
important biotechnology sector and making the California mmmpetitive 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 approvesw treatments and cures for diseases) is a long and
SELISYyarAdS 2ySod [ FEATF2NYALF Q& OdzNNByd bh[
long development times for products in the life sciences industry.

e | . mMoTn 2y Qi Sy 02 dzNlodiSesdes/ Bibca iherNOYsicanionly dzy & 2
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 tHereargt
term, AB 1370 recognizes the unique regulatenyironment 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 2§ ear
CarryForward of Net Operating Losses fBiotech(Continued)

CALIFORNIA ASSEMBLY BILL 13762@Q08BESSION

An act to add and repeal Sections 17276.8 and 24446.8 of the
Revenue and Taxation Code, relating to taxation, to take effect
immediately, tax levy.

LEGISLATIVE COUNSEL'S DIGEST

AB 1370, as amended, Lieber. Income and corporatin taxespeeating lossgs.

The Personal Income Tax Law and the Corporation Tax Law alkeduetion f@r
specified portions of net operating losses thatgeneral, are allow 1
specified periods Those laws allow a carfgrward of 100% of net operating losses
taxable year beginning on or after January 1, 1997, in the @baeaxpayer who operates
new business with respect to lossesurred during the first 3axable years of operating th
new business, if certain conditions are met. For purposes of those lave pusiness include
any taxpayer that is engagedhiopharmaceutical and other biotechnology activities, as
defined.

This bill, under both laws, fdaxable years beginning on aafter January 1, 2008,
and before January 1, 2028, would allow théssses to be carried forward for the 3@ar
period following theyear in which the net operating loss was deducted.

This bill would take effect immedialy as a tax levy.

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

Statemandated 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 taxpagrelect to take the
deduction provided by Section 172 of theernal Revenue Code, with the exception that
net operating losgarrybacks shall not be allowed.

(b) For purposes of tis section, "qualified taxpayer" meangaxpayer that is engaged in
biopharmaceutical business activitiesaiher biotechnology business activities that are
described in Code325411 to 325414, inclusive, and 541710 of the North American
Industry Classitation System (NAICS) published by the United S@¢esus Bureau, 2002
edition, and as furtheamended.

(c) The election to compute the net operating loss under g@stion shall be made in a
statement attached to the original returtimely filed fa the year in which the net
operating loss igcurred.
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(d)

(e)

(b)

()

(d)

(e)

This section shall only apply to net operating losses incuyea qualified taxpayer as
net operating loss that occurred duritige taxable year beginning on or after Janu
2008, and bejre January 1, 2028.

This section shall remain in effect only until Decemb&0R8, 2

deduction provided by Section 172 of theernal Rever\ye Code, with the exception ta
net operating losgarrybad&s shall not be allowed.
For purposes of this section, "qualified taxpayer" meatexg
biopharmaceutical business activitiesather biotechnology ¥
described in Code325411 to 325414, inclusivena 541710 of\ ;
Industry Classification System (NAICS) published by the United Sta‘less Burea
edition, and as furtheamended.

The election to compute the net operating loss under g@stion shall be made in a
statement dtached to the original returntimely filed for the year in which the net
operating loss iscurred.

This section shall only apply to net operating losses incuryea qualified taxpayer as a
net operating loss that occurred duritige taxable yeabeginning on or after January 1,
2008, and befordanuary 1, 2028.

This section shall remain in effect only until Decemb&0R8, and as of that date is
repealed, unless a later enactsthtute, that is enacted before December 1, 2028, deletes
or extendsthat date.

SEC. 3. This act provides for a tax levy within the meanifgiole 1V of the Constitution and
shall go into immediate effect.

11



California Should Create Tax Incentives for
Major Investments in the State

Background/Problem
The comptitive dynamics among states are shifting. As compAnies scale up toda
running into the hard reality that the CA tax code penalizestae investment while

encouraging oubf-state investment; even as other states hgve updated their tax sgaes\to
aggressively capture technology leadership and job gro

I Yl 22N LI NI 2F GKS LINRPOfS\Y Aa GKFG |
in CA subjects it to an immediate, permanent increase in itS\state corporate income tg
GKS O2YLIyeQa /! ySiG AyO2YS\ NBYlIAya d

Each state must determine how much income should be apporti
state for income tax purposes. All states do not use the same apportionment formu
states use a 3 factor forata including property, payroll, and sales factors. Others rely
heavily or entirely on sales in that state to determine corporate income taxies.crrent
formula for apportioning corporate income for taxation in CA is araye of the ratios of CA
payroll, property and sales to worldwide payroll, property and sales (weighted tedick)
together and divide by 4:

CA Property Value 4+ TCA%@"II + CAsSales CA Sales
Total Property Value otal Payro 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 demator and not the numerator of

the above factors.

hNBI2y Q8 FR2LIGAZ2Yy 2F | O2NLRNIGS AyO2YS GFLE o
cited by CAased Genentech as a major factor in its recent decision to build a qtlstien
dollar faciity there, which will create 250 new, highdz t A 1 & 22064 ® I NART 2y Qa

80 percentweighted 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 movei 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 pendingwth 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 fphancial incentive for comp
a great deal of property and payroll in CA to expand outsle CA. AB 1591 is a responsigle
toward leveling the playing field f&A. It gives CA compaqies contemplating expansion tjfe
security that CA is investing in high quality jobs. At the saxe time, in these challenging’b
times, this incentive rewards only those companies investin

Rewarding CompanieSommittedto CA
wSRdzOAy3 G(KS I RRAGAZ2YLFE GFlE 2y 22064 |
reward companies with a commitment to maintaining their presence and creating job
allowing companies to choose between the current fofanar an alternative formula that
gSAIKG G2 altSaz /! O2dz R NBgFNR (K2a$s
penalizing industries that do not have a strong physical presence in the state.

13



CALIFORNIA 85MBLBILL 1591, 2002008 SESSION
LEGISLATIVE COUNSEL'S DIGEST
AB 1591, as amended, Ma. The Corporation Tax Law: allocatlalppndlonm
The Corporation Tax Law imposes taxes measured by }
business with income derd from, or attributable tosources bot{l within and Wlthou hi
state, apportions the incombetween this state and other statg§ and foreign countries\i
accordance with a specifiedfdctor formula, except as otheryfiggovided.
This bill, for taxablgears beginning on or after Jaguary 1, 2@08 before Januar
2022, would allow a taxpayer that is a memioéthe apportfoningrade or business to elect,
by contracting with the Franchise T&oard, as provided, to\appaoh its business income t
thisstate byutilizing one of the revised apportionment formi|as, as specified.
This bill would take effect immediately as a tax lev
Vote: majority. Appropriation: no. Fiscal committee: y&s.
Statemandated local program: no.

THE PEOPLE OF THE SOATEALIFORNIA DO ENACT AS FOLLOWS:

SECTION 1. Section 25128 of the Revenue and Taxation @owmded to read:

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

(b) (1) If an apportioning trade or business derives mora th@percent of its "gross business
receipts” from conducting one or moualified business activities, all business income of
the apportioning trade or business shall be apportioned to this statenbitiplying
business income by a fraction, the numenatd which ishe property factor plus the
payroll factor plus the sales fact@nd the denominator of which is three.

(2) For purposes of theubdivisia, 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 taxaldars beginning on or after
January 1, 2008, and before Janudy2022, a taxpayer that is a member of an
apportioning trade obusiness may, on behalf of the apportioning trade or
business, elect, as providedparagraph (3), to adjust the fraction described in
subdivision (a) ofb), as applicable, by utilizing onéthe following alternative
methods:

(AXi) In calculating its business income apportioned to stage, 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
($250,000,000) of qualified expenditurggurred by the

14



(B)

apportioning trade or businesturing ataxable year beginning o
after January 1, 2008.
(i) In any one taxable year, in adjustlng the fractlordascrlbed i

(i) The apportioning trade or business Ynay.a :
factor and thepayroll factor used in the fraction described in subdi
or (b), whichever is applicable, as follows:

(D(ia) The value of real and tangible personal property in stéde
owned or rented by a taxpayer member of the apportioning tr
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 othee
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$haf
taxpayer member's apportioning trade or business shalhickided
in the numerator of the property factor, regardlesswaiether or
not, as the result of this inclusion, the value of raall tangible
personal property in this state owned or rented &taxpayer
member would exceed the base year value.

(ic) If real and tangible personal property is acquired or rentethis
state by a taxpayer member of the apportioning tradebosiness,
and is disposed of by the taxpayer member in a follow@gble
year, the value of that property shall be included in thenerator of
the taxpayer member's property factor for the yeaniich the
property was acquired orented ifthe disposition occurwithin one
year or less of the date the property was fiegtquiredor rented. If
the return for that period has already been filed, amended return
shall be filed.

(I) (i) The amount of compensation paid in this statddypayer
members of the apportioning trade or business, in a taxaelar,
that is inexcess of the amount of total compensation paidhis
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 numera
that payroll factor.

(ib) This subparagraph shall not apply until the apportlortnagle
business invests over fifty million dollar,
facility during a taxable year. If, in su equtmtable years,
amount invested in qualid facilities
gualified facilities in the year the eléctidoecomes applicable, tRe
apportioning trade or business shall utilittes fraction, described\
subdivision (a) or (b), whicheve{@pplicable, without adjustment.

(ic) The apportioning trade or busine\s is prohibited fromodifying its
property or payroll factor, or both, Yynder thgaragraph unless jhe
amount of the apportioning trade orYQusinegsoperty and payfo
this state exceeds the amount of its pxgpeand payroll in t
in the immediately preceding taxable y&at

(i)  The adjustment described in this subparagraph may not resutte
California apportionment percentage of the apportioning tramdusin
that is less than the apportioningade or busines<California sales facto
percentage.

(i) Sales, transfers, or other transactions between membetb@fpportioning
trade or business shall not be taken into accofantpurposes of this
subparagraph.

(2) (A) On or after Januaty, 2008, an apportioning trade dusiness may elect to adjust
the fraction described in subdivisid@a) or (b), whichever is applicable, in
accordance with thisubdivision. The election shall be made by attaching a
statement tothe original, timely filedeturn of the apportioning trade dbusiness
specifying which method of adjusting the apportionméattor under this
subdivision the apportioning trade or business willize and designating the
member of the apportioning trade diusiness that will beequired to submit the
aggregate information tgubstantiate the qualifications for the adjustments
authorized undethis subdivision.

(B) If the apportioning trade or business chooses to elechtkeéhod in subparagraph
(A) of paragraph (1) of this sdivision, alchanges made to the sales factor in
subsequent years will remain @ifect for all subsequent taxable years.

(C) If the apportioning trade or business chooses to electhibthod in subparagraph
(B) of paragraph (1) of this subdiin, thebase line year chosen by the
apportioning trade or business shedimain the same for all subsequent taxable
years.

(D) The apportioning trade or business may only switch betweemikihod
described in subparagraph (A) of paragraphafld the methoddescribed in
subparagraph (B) of the same paragraph afterghection has been in place for 84
months, unless permissiongsanted by the Franchise Tax Board prior to the
expiration of that84-month period.

(E) If the termination bthe original election occurs, with th@ermission of the
Franchise Tax Board, within the-B¥bnth period, amapportioning trade or

16



business shall be prohibited from making a neection for the following 84
months, but any adjustment pursuant subpararaph (A) of paragraph (1)
remain in effect.

business, or the apportioning trade or businéssacq
by the apportioning trade odbusines, pursuant to tyi

described in subparagraph (E), a nelection ma
(d) For purposes of this section:

apportioning trade or businedsetween members of a\gta
whose income andpportionment factors are required to be included in
combinedreport under Section 25101, limited, if applicable, by $ec25110
whether or not the receipts are excluded from the sdi@stor by operation of
Section 25137.

(2) "Agricultural business activity" means activities relatinguby stock, dairy,
poultry, fruit, furbearing animal, or truck farrplantation,ranch, nursery, o
range. "Agricultural businesctivity" also includes activities relating to cultivating
the soil or raisingr harvesting any agricultural or horticultural commodity,
including, but not limited to, the raising, shearing, feeding, agfam, training, or
management of animals on a farm as well ashiheadling, drying, packing,
grading, or storing on a farm amgricultural or horticultural commodity in its
unmanufactured statebut only if the owner, tenant, or operator of the farm
reguarly produces more than ondalf of the commodity so treated.

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

(4) "Savings and loan activity" means aaivities performed byavings and loan
associations or savings banks which have hdemtered by federal or state law.

(5) "Banking or financial business activity" means activaiggutable to dealings in
money or moneyed capital in substant@mpetition with the business of national
banks.

(6) "Apportioning trade or business" means a distinct tradbusiness whose
business income is required to be apportioned un8ections 25101 and 25120,
limited, if applicable, by Section 2511Gingthe same denominator for each of
the applicable payrolproperty, and sales factors.

(7) "Base year" means thiaxable year immediately precedinige first taxable year
for which an election made pursuant paragraph (2) of subdivision (c) is
appliable.

(8) "Value of real and tangible personal property" means the value of owned and

rented propertyin this stateas described in Section 25130.

17



(9) "Amount of compensation” means compensatinrhisstate, as described in
Section 25132.

(10) "Quialified facility" means a new facility, acquiredonstructed in this sta
an existing facility, expanded oehabilitated in this stages } h
amount ofcapitalized expenditures, leasehold imprgvements, tangible Re
property incurred for the qualified facility, and copipensation paichew
employees for services performed at the qualifi
or business for the taxable year is at lefisy milfon dollars ($50,000,000).

(11) (A)y'Qualified expenditures" means any of tife followiexpenditures that are

incurred on or after January 1, 2008:

(i) Capital expenditures for real and tangile personal propkrtated in
state.

(i) Expenses incurred to acme, develop, or licanstellectual propepty i
this state.

(i) Research and experimental expenditures, within the meanirnge
174 of thelnternal Revenue Code, incurred in this state.

(iv) Capitalized rent paid in this state in excesshef prioryear.

(v) The total amount of compensation and benefits paicetaployees in thi
state, as defined in Section 25132 and tkgulations pursuant thereto, i
excess of the amount paid during tpeor taxable year. "Total amount of
compensatio and benefits" alsancludes anynodifications to the payroll
factors contained in theegulations promulgated under Section 25137.

(B) An expense that qualifies as an eligible expenditure underdwmore
categories of qualified expenditures, as ltie subparagraph (A), may be
taken into account only under one categarfyqualified expenditures for
purposes of satisfying the two hundréity million dollars ($250,000,000)
requirement described isubparagraph (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 accounpfwposes
of determining the amount of qualified expenditures madédhis state.

(12) In any case where the inconaad apportionment factors of twor more savings
associations or corporations are required toibeluded in a combined report
under Section 25101, limited,applicable, by Section 25110, both of the following
shall apply:

(A) The application of thenore than 50 percent test afubdivision (b) shall be
made with respect to the "gross businegeseipts” of the entire
apportioning trade or business of the group.

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

(e) For purposes of subparagraphs (A) and (B) of paragraph ¢pdivision (c), qualified

expenditures and investment in a qualifiétility do not include purchased or otherwise
acquired sbck orother equity interest in a corporation or other business entity. In
addition, in any case where a member purchases or otherwise acaliresany portion
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of the assets of an existing trade or businesespective of the form of entity, that is
doing business in thistate, within the meaning of Section 23101, the purchased &,
shall not be treated as a qualified expenditure or new investmenptoposes of
subparagraph (A) or (B) of paragraph (1) of subdivighn

() The provisions dhis section are severable.dhy provision
application is held invalidhat invalidity shall not affect ot
that can be given effect without the invalid provision

(g) The amendmentsnade to this section by the aatiding
taxable years beginning on after January 1, 2008.

(h) The Franchise Tax Board may prescribe any regulations thabenagcessary or
appropriate to implement the provisions of #section.

() This section shall remain in effect until Decembg2021 ,
Any adjustments made pursuant to subdivision (c) gleatiai
taxable years.

SEC. 2. Section 25128 is addethe Revenue and Taxation Cotteread:

25128. (a) Notwithstanding Section 38006, for taxable ykaginning on or after Januar
2022, all business income shalldgportioned to this state by multiplying the busine
income by draction, the nunerator of which is the property factor plus thpayroll factor
plus twice the sales factor, and the denominatomdfich is four, except as provided in
subdivision (por(c).

b) If an apportioning trade or business derives more thamp&fent of its "goss business
receipts” from conducting one or mogualified business activities, all business income of
the apportioning trade or business shall be apportioned to this statenbitiplying
business income by a fraction, the numerator of whictihespropety factor plus the
payroll factor plus the sales fact@nd the denominator of which is three.

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

(1) An agricultural business activity.

(2) An extractive business adaty.

(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 desdntsedbdivision (e) of
Section 25120 (other than gross receipts freates or other transactions within an
apportioning trade or businedsetween members of a group of corporations whose
income andapportionment factors are required to be included in a combingpbort
under Section 25101, limited, if applicable, by Sec#bhl0), whether or not the
receipts are excluded from the saliegtor by operation of Section 25137.

(2) "Agricultural business activity" means activities relatingrig stock, dairy, poultry,
fruit, furbearing animal, or truck farnplantation, ranch, nursg, or range.
"Agricultural business activitydlso includes activities relating to cultivating the soil
or raisingor harvesting any agricultural or horticultural commoditygluding, but
not limited to, the raising, shearing, feeding, carfog training, or management of
animals on a farm as well as thandling, drying, packing, grading, or storing on a
farm anyagricultural or horticultural commodity in its unmanufactured statet

this section or its
r provisions or applic
ication.

is subdivision shall apply to

d as of that date iepeal
in effect for all sub
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only if the owner, tenant, or operator of the farm regulapggoduces more than o
half of the commodity so treated.
(3) "Extractive business activity" means activities relatindpéoproduction, refinj
processing of oil, natural gas, mineral ore.
(4) "Savings and loan activity" means any activities pegformeshiiygs and |
associations or savings banks which have havemtergd by federal or state |
(5) "Banking or financial business activity" means aglivaiggutable to dealings\
money or moneyed capital in substant@mpetitign with the businses of nation
banks.
(6) "Apportioning trade or business" means a distict tradbusiness whose busi
income is required to be apportioned und8ection§ 25101 and 25120, limite
applicable, by Section 251sing the same denomypator for eachthe appliga
payroll,property, and sales factors.
(7) Paragraph (4) of subdivision (c) shall apply only iFth
the Proposed Multistate Tax Commissieormula for the Uniform Apportion
Net Income from Financi&hstitutions, or its substantial equivalent, and shal
becomeoperative upon the same operative date as the adopted formula.
(8) In any case where the income and apportionment factors ofdwmore savings
associations or corporations are required toibeluded in a combined report unde
Section 25101, limited, dpplicable, by Section 25110, both of the following shall
apply:

(A) The application of the more than 50 percent testsabdivision (b) shall be
made with respect to the "gross businegeseipts” d the entire
apportioning trade or business of thgroup.

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

(e) This action shall become operative on or after Januap22.

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

SEC. 4. ltis the intent of the Legislature that Section 1 chthidoes not modify the sales
factor, as defined isection 25134 adhe Revenue and Taxation Code, used in any special
apportionmentformulas contained in the regulations promulgated by the FranchéseBoard
pursuant to Section 25137 of the Revenue and Taxation Code.
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California Should Invest in
Training Centers of Excellence

FACT SHEET: GOLDEAFBIOTECH TRAININIGIATIVE

The Golden LEAF Foundation was created in 1999 to admjfister one half of North Ca
share of the master settlement agreement with cigarette ghanufacturers. The Founda#o
nonprofit devoted to advancing the economic well being©f North Carolinians and to
transforming its economy. It works in partnership with loca| governments, educational
institutions, economic development organizations and otheNpublic agencies, andafit:
effect positive change.

20032004 Biotech Training Consortium Awards

On August 7, 2003, the Golden LEAF Board of Directors acted to approve up to $60
support a statewide Biotech Training Consortium. The three Golden LEAF grantees in
Consortium: North Carolina Central University, North Carolina Community College Syst
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 @scription: NCCU will establish a new Biomanufacturing Research Institute and
Training Enterprise (BRITE). Golden LEAF funds will be used to buildat dtaeart
facility to train students in the full range of Biomanufacturing technologies in basicba
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: GICCS 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 ari8iotechnology 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: $33,50000
Project Description: NCSU will establish the Biomanufacturing Training and Education
Center (BTEC). BTEC will provide woldds Biomanufacturing skills training with
commercial scale Biomanufacturing equipment and technologies and Good
ManufacturingPractice (GMP).
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Training Centers of Excellence
(Continued)

California Assembly Bill 1885, 26008 Session
LEGISLATIVE COUNSEL'S DIGEST

AB 1885, Corbett. Employment: biotechnology/&mploymentdewtlopment.

Existing law provides for the estahment of varidys jolraining programs,
administered by the Employment Developméddgpartment.

This bill would set forth legislative findings and deckaratitbras the East Bay
biotechnology industry increasingly needs mbietechnology pNgfessiona of all levels
are familiar withindustry-like conditions for basic, applied, and tNanslatioregearch, tyai
and production, as provided. This bill woaldo state legislative firnet [
the East Baiotechnology Centewill be established on the campus of tlalifornia Sta
University at Hayward and is being created to sexse&n anchor and catalyst for the gro
biotechnology enterprisén the region, and to address the workforce needs of the
biotechnology indutsy.

This bill would make legislative findings and declarations Hsetmecessity of a
special statute.

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

SECTION 1. Article 7 (commencing with Section 9913) is ad@&aypber 2 of Part 1 ddivision
3 of the Unemployment Insurance Code read:

Article 7. East Bay Biotechnology Center

9913. For purposes of this article, "center" means the EasBRagchnology Center
established on the campus of the CaliforBigate University at Hayard.
9914. (a) The Legislature finds and declares the following:

(1) Biotechnology represents one of the most promisingpvatiortbased growth
industries of this era. California is thation's leading state in biotechnology
innovation and productn.

(2) The Alameda, Contra Costa, and Solano County region, astlks third largest
biotechnology industry cluster, is hostwmwrld-class generators of science and
technology in biotechnology arttie related life sciences.

(3) Despite the spealized nature of emerging biotechnolofigms, their recent growth
has been extensive, and with that growtlas come an ever increasing demand for
trained biotechnology workerat all levels. The industry's workforce has grown at
an annual rateof about 15 percent over the past five years, and California's
biotechnology workforce could easily grow to over 250,000 by the 645 from
its current level of 100,000.
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(4)

(5)

(6)

(7)

(8)

(9)

Biotechnology employers need entry level and advanmedessionals that hav
background in, and familiarity withindustry-like conditions for basic, applied
translationalresearch, development, and production. Based on recent s
there is a clear and strong demand for applled b|050| NC fcgtha

combined with "compamyike" trainingactiviies.
Many firms have identified the difficulty in fina
workers at both the graduate and undergradud¢e
the students' lack of applieshdustry training or e

East Bay and natlonally have indicated that tixeuld b
hire warkers that have been prepardd enter the workforce through adva
biotechnology internshipand training of a "specific" nature.

Alameda, Contra Costa, and Solano Counties and the surrousaigiags serve
many wellrecognized academic ingtiions, fromcommunity colleges to
universities offering doctorate programs, thsetipply educated workers to the
biotechnology industry. At eadtademic level (AA, BS/BA, MS/MA, Ph.D.)
curricula are in place, buhost of the curricula are only marginatiglated to
biotechnologyworkforce preparation in the applied sector. Applied education in
the form of internships or instruction in practical science skl would smooth

the transition from academic institutions to tremmercial biotechnology
environment is even less prevalent than thetechnology curricula offered at

many schools, and is only now j&sherging.

Many of California's firms have found that many studegraduate from fouryear
university programs with adequate conceptugderstanding of biotechnology, but
with relatively little practicalaboratory experience, especially in the skills and
protocols thatare specific to commercial ventures as opposed to academic
research.

In 2001, the Legislature created the PasadBi@scienceCenter to address
biotechnology workforce needs in the Los Angetggon. The Pasadena Bioscience
Center provides applied workfordeaining and includes components for research
and innovation, newbusiness incubation, and bioformatics. Incooperation with

the California State University, the City of Pasadena, Pasaden@dllitge, the
California Institute of Technology, the Huntingtdledical Research Institutes, and
local biotechnology companies aondganizations, the Pasadena Bioscie@enter
serves as a successfuobdel 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 MséBiotechnology Training

Center b address biotechnology workforeeeeds in the San Diego region. The San
Diego Multiuse Biotechnologyraining Center provides applied workforce training
and includexomponents for research and innovation, new business incubation,
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andbio-informatics. In cooperation with the San Diego Community CollBgsri
the California State University, the UniversityQalifornia, the Employment
Development Department, the Employmehtaining Panel, the Health and
Services Agency, the Labor aMbrkforceDevelopmen “““

state.

under Section 501(c)(3) of the Interri@venue Code, and wil
accelerating thegrowth and formation of new bioscience enterprises that will cr
added jobs and high economic multipliers in the EastrBgion. For this purpose:

(1) The center will provide statef-the-art, industryorientedbioscience training a
act as a strong contributor to the growth anetention of bioscience companies
the region. The center, gsoposed, will help encourage biotechnology compani
to remain inthe region, thereby offetting the pull of other, less expensibasiness
environments that have been recruiting both startup amdsting local area
bioscience companies.

(2) The center will utilize the organization, programs, and wafrthe Pasadena
Bioscience Center anddtSan Diego MuHiiseBiotechnology Training Center as
successful models in the developmaritthe East Bay Biotechnology Center and its
programs.

(3) The center will monitor, track, analyze, and reportresource and workforce
needs for the relevant ingstries.

(4) The center will develop plans and strategies to meetdieatified needs and
facilitate implementation with local and privatgencies.

(5) The center will provide a forum for interactive communicatamd collaboration
between relevanindustries and local collegesniversities, community colleges,
privateinstitutions of highereducation, and health care providers.

(6) The center will establish a consulting consortium to prowdesulting services in
areas such as bimformatics, poteomics,drug design and screening,
manufacturing simulation, and efficieneyalysis.

(7) The new center will establish a framework to provide onsitexiernal training
opportunities for new and established employemjuirements for the relevant
industries. Initial training programsould include those areas deemed crucial by
the December 2002 B&rea Life Science Symposium, manufacturing and
downstream processingnedicinal chemistry, toxicology, and computational
chemistry.
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(8) The center will cordinate an extensive applied biotechnologyernship progra
that will place students in local biotechnologgmpanies for practical trainin
experience.

(9) The center can serve as a capstone training site for r,

(10) The cente may appoint directors to a board of direc
in the center may serve as the original boafdlirec
new directors, amecessary, iits discretion.

(11) The center will be a pipeline for high sotsoand Lommunitgolleges to, with
industry assistance, help establish biotechnolpgygrans in high schools and
communitycolleges.

(12) The center will work with private universities, cqmpan@ssociations, and vayio
public agencies for the purpesfcoordinating serviges and receiving priv

(c) Itisthe intent of the Legislature that the East Bagtechnol
the expenditure of statéunds.

rs. The centamay ap

SEC. 2. The Legislature finds and declares that a speciahkeeessay and that a gener
cannot be made applicable within tieeaning of Section 16 of Article 1V of the Californi
Constitutionbecause the unique geographic, demographic, and commercial dynamics
East Bay region are especially conducive to innomwandproduction in the biotechnology
industry and provide a uniquepportunity to implement and refine possible solutions to
improvingthe education and training of the biotechnology workforce, imanner that would
encourage biotechnology companiesr&main in, andnigrate to, the region to the benefit of
the economies of the EaBtay region and the entire State of California.
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California Should Incentivize
Local Communities to Zone for Biotech

FACT SHEET: DELAWARE TECHNOLOGY PARK

The Delaware TecBnf 2 38 t I NJ] S@2t OSR/FNRBRY (KS ¢
¢t SOKy2ft238 ¢lail C2NDS FyR AGK F2NYSNJI
focused on three highiechnology areasthatwer®@ Sy G Nd € G2 G KS {41\
biotechnology, iformation technology and advanced matgrials. Current Governor Ruth
Minner continues that focus¢ 2 R @ 3 G KS S5SNI 6l NB ¢ SOKy 2
technological and cooperative strengths to benefit researchgrs, established businessgs
innovaive entrepreneurs.

The mission behind the Delaware Technology Park is simple bu
economic development and innovation. To achieve these goals, the Park has devel
integrated system of technologfpcused facilities and services help:

Create and retain highalue jobs for the MidAtlantic region

Foster economic growth through the commercialization of new technologies
Incubate new technologgriented 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 an40acre site adjacent to the University of Delaware. It offers
accommodations for everything from staups to established businesses with needs that range
from wet labs to traditional office space. Benefits include advanced IT infrastructure, close
proximity to likeminded 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 aritreéned 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, végd 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 "stgpt phase at one timel'he 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 fgur organization.
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California Should Expand Allowable Uses for the
California Infrastructure and Economic Development Bank

FACT SHEEAREPERMITTING SPARKS BUSINESS AND JOB

The Build NowNY program uses the conceptme-permitting tofhelp New York's local
governments, public authorities, and economic developersattract companies to the si
are promoting. This means the local developer has done fhe advance work necessary t§ K
that construction can begin shortly after he land prospecyjve business.

By reducing the time it takes a company to begin construction of a new fabiéty, York Sta
and its local partners are able to provide valuable savings to the business adojoloc
residents. The highly successful Build N&Y program provides resources to assist |
governments and economic developers in undertaking the necessary steps-pepné their
sites. All four funding rounds of Build NéwW have offered making grants or no interest loa
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, depenent 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 communiBevelopment profilegor different types
of businesses that have been successfully recruited to New York State are available to guide
discussion of benefits, impacts, and the suitability ofsita 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 $660 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 15companieK | @S f 20FGSR Ay hNIy3aS /2dzyieQa bSs
creating 132 new jobs and retaining another 117.

e A3$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: INTERGNAL CONFERCE ON HARMONIZAT
TECHNICAL DOCUMENTS

ELECTRONIC GO

The International Conference on Harmonization of TechnyCal Requirements for Registr
Pharmaceuticals for Human Use (ICH) is a unique proje§t that brings together the regul
authorities of Europe, Japan and the United States and exXperts from the pharmaceutic
industry in the three regions to discuss scientific and technigal aspects of product regjétr,

The purpose is to make recommendations on ways to achieve\greataramization in
interpretation and application of technical guidelines and requir
in order to reduce or obviate the need to duplicate the testing carried out during the
and development of new medicines.

The objetive of such harmonization is a more economical use of human, animal and ma
resources, and the elimination of unnecessary delay in the global development and availa
of new medicines whilst maintaining safeguards on quality, safety and effmadygegulatory
obligations to protect public health.

Primary Goals of the ICH

¢ To maintain a forum for a constructive dialogue between regulatory authorities and the
pharmaceutical industry on the real and perceived differences in the technical
requirement 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 anl 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 developwfemew 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, animahd 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 Dament

The Common Technical Document 'CTDis a set of specification for application dossier f
the registration of Medicines and designed to be used acknsspe Japanand theUnited
States It was developed by thEuropean Medicines Agen@gMEAEuropg, the Food and
Drug Adminigtation (FDAUSA and theMinistry of Health, Labour and Welfa¢dapan). The
CTD is maintained by theternational Conference on Harmonization of Technical
Requirements for Registration of Pharmaceuticals for Human(l@$¢).

Electronic Common Technical Document \ /
The Electronic Common Tecbal Document (eCTD) allows for thg electronic submjss

Common Technical Document (CTD) from applicant to regulator. While the table o
consistent with the harmonized CTD, the eCTD also provides a harmonized technic
implementing the CTD electronically. This group has developed and begun to implem
eCTD across the ICH partner and observer regions.

The group has developed a change control process to monitor implementation progress a
provide solutions and added fldxiity 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 ensurethat 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 compamms &ind money on regulatory and compliance
costs allowing for more investment in research and drug discovery
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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