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Summary of the Bills 
r 

Chairman of the Assembly Committee on Jobs, Economic Development, and the Economy 
Committee, V. Manuel Perez, has been joined by Assemblyman Luis Alejo and Assemblyman 
Steven Bradford in introducing a legislative package to reform the California Enterprise Zone 
Program (CEZP). 

The legislative proposals described in this summary are based on two years of oversight 
hearings, working group meetings, stakeholder engagement, and a comparative review of other 
state's programs. The proposed amendments to the CEZP fall into three main categories, 
described below, and are intended to strengthen the program, making it more accountable to the 
public and to the communities it serves. 

The reform conversation is ongoing, and additional amendments are anticipated in the coming 
weeks. 

I. Enhanced Oversight and Reporting 

De-Designation of Poor Performing Zones: The reform bill would link each zone's required 
biennial progress report to the HCD audit and zone de-designation process. Currently, there are 
no specified penalties for a zone's poor performance in meeting its goals and objectives outiined 
in its memorandum of in its memorandum of understanding with the state. By linking poor 
performance with the existing HCD audit procedures, a process is established to identify and de-
designate poor performing zones. 

1) Track & Report Local Resources Dedicated to Zone Activities: The reform bill would 
specify that zones identify in their designation applications and report the financial value of 
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local resources (including incentives) that the jurisdiction will use to implement its economic 
development strategy. 

2) Limit Size of Zones: The bill would protect against unlimited expansion of zones by 
requiring that any new zone designation that includes census tracts from a previously 
designated zone cannot exceed a geographic area of more than 110% of the previous zone. 

3) Enhance Hiring Credit Reporting Requirements: The reform bill would provide for greater 
public accountability on the local benefits provided through the hiring credit. Both 
businesses and zones will be required to report on a) the eligibility categories used to certify 
an employee, i.e. disabled veteran or local lower income; b) the number of new jobs and the 
number of replacement jobs certified; c) the range of wage rates of employees certified; and 
d) the size and industry sector of businesses submitting certification requests. 

XL Refinements to the Hiring Credit including Targeted Emplovment Areas (TEAs) 

1) Prohibit Data Shopping: The reform bill would require the TEA boundary to be based on 
most current data available at the time of designation, currently not specified in the law. 

2) More Frequent Data Review, with Penalties for Noncompliance: The reform bill would 
increase the frequency of the TEA boundary review from once every 10 year to once every 5 
years. Zones that fail to update their TEA boundary will have their TEA invalidated for two 
years. Moreover, no business may earn a credit or certify an employee under the TEA 
category for two years, unless the business had previously certified an employee. 

3) Wage Cap on TEA: The reform bill would prohibit a business from claiming a worker under 
the TEA eligibility category if the wage paid to the worker exceeds moderate income for the 
county, as defined by HCD in its affordable housing and Community Development Block 
Grant programs. 

4) Refined Statutory Purpose of TEA: The purpose of the TEA would be defined as serving as 
the residential base of potential low- and moderate- income workers available to work at 
businesses located in a zone. Further, the TEA helps local communities identify key 
neighborhoods that may require additional assistance with employment training and job 
placement programs. 

III. Improved Linkages to Workforce and Community Development 

1) Leverage G-TEDA Programs to Serve Workforce Development: The reforms would require 
state agencies and departments, when developing workforce development and training plans, 
strategies, programs and services, to consider how the targeted economic development 
programs can integrate into and provide additional benefit to workers. 
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2) Increase CalWORKS Clients Competitiveness in Job Market: The reform bill would 
authorize local CalWORKS Offices to certify their clients' eligibility as a qualified employee 
under the hiring credit. This early certification enhances the competitiveness of CalWORKS 
recipients in the job market. 

3) Increase Unemployed Workers Competitiveness in the Jobs Market: The amendments direct 
the Employment Development Department, consistent with its mandate to assist unemployed 
individuals to obtain jobs, to offer pre-certification of workers who are interested in working 
for businesses located in an enterprise zone. 

The functions of Economic Development and Workforce Development in the City of Oakland 
are integrated within the Community and Economic Development Agency (CEDA). As a result, 
the City believes that the proposed State reforms to the EZ program align well with the approach 
already in place in Oakland. 

Positive Factors for Oakland 

The State of California Enterprise Zone Program has greatiy contributed to the revitalization of 
our community. Since its inception, over 25,000 hiring credit vouchers have been issued for 
disadvantaged individuals employed through Oakland's EZ program. It remains as one of the 
most powerful economic incentives in attracting and retaining businesses to Oakland which 
results in increased tax revenues, less reliance on social services, and lower public safety costs. 
Residents and businesses also directly benefit from these more sustainable economic conditions 
through improved neighborhoods, business expansion, and job creation. 

Most importantly, Enterprise Zones play a key role in linking newly created jobs with 
individuals in the community who are either underemployed or unemployed. The reform bills 
will provide employers with the assurance that the benefits that allowed them to remain, expand 
or locate in Oakland will be in place longer. It will enable the Oakland Enterprise Zone and 
others throughout the state to continue their work to create jobs, encourage investment in 
disadvantaged areas, and build local economies. 

Negative Factors for Oakland NONE 

Govemor Jerry Brown's proposed 2011-2012 fiscal year budget advocates the elimination of 
California's Enterprise Zone program including any carry forward credits. This proposal has met 
with opposition across party lines from both the public and private sector. Nevertheless, the very 
real possibility that this may pass in a vote by the Senate and Assembly still looms with strong 
support from labor unions throughout the state. 

P L E A S E R A T E THE E F F E C T OF THIS M E A S U R E ON THE CITY OF O A K L A N D : 

X Crit ical (top priority for City lobbyist, city position required ASAP) 
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V e r y Impor tant (priority for City lobbyist, city position necessary) 

S o m e w h a t Important (City position desirable if time.and resources are available) 

M i n i m a l o r N o n e (do not review with City Council, position not required) 

Known support: 

California Association of Enterprise Zones 

Known Opposition: 

Attach bill text and state/federal legislative committee analysis, if available. 

BILL NUMBER; AB 231 INTRODUCED 
BILL TEXT 

INTRODUCED BY Assembly Members V. Manuel Perez and A l e j o 
(Coauthor: Assembly Member Bradford) 

FEBRUARY 2, 2011 

An act to amend Section 7072 of, and to repeal and add Section 
7072.5 of, the Government Code, and to amend Sections 17053.74 and 
23622.7 of the Revenue and Taxation Code, r e l a t i n g to economic 
development, to take e f f e c t immediately, tax le v y . 

LEGISLATIVE COUNSEL'S DIGEST 

AB 231, as introduced, V. Manuel Perez. Economic development: 
e n t e r p r i s e zones: targeted employment areas. 

(1) The E n t e r p r i s e Zone Act provides that i t s purpose i s to 
sti m u l a t e business and i n d u s t r i a l growth i n the depressed areas of 
the s t a t e by r e l a x i n g r e g u l a t o r y c o n t r o l s that impede p r i v a t e 
investment. The act defines a targeted employment area as an area 
composed s o l e l y of those census t r a c t s i n which at l e a s t 51% of the 
re s i d e n t s of those census t r a c t s , determined as s p e c i f i e d , are of 
low- or moderate-income l e v e l s . 

This b i l l would modify the d e f i n i t i o n of a targeted employment 
area, as s p e c i f i e d . 

(2) The act provides that the purpose of a targeted employment 
area i s to encourage businesses i n an e n t e r p r i s e zone to h i r e 
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e l i g i b l e r e s i d e n t s of c e r t a i n geographic areas w i t h i n a c i t y , county, 
or c i t y and county. 

This b i l l would del e t e that p r o v i s i o n of the act and i n s t e a d 
provide that the purpose of a targeted employment area i s to help 
i d e n t i f y neighborhoods of low- and moderate-income workers f o r the 
purpose of p r o v i d i n g those workers with employment a s s i s t a n c e , 
t r a i n i n g , and job placement. 

(3) The act r e q u i r e s each governmental e n t i t y of each c i t y , 
county, or c i t y and county that has j u r i s d i c t i o n over an e n t e r p r i s e 
zone to approve, by r e s o l u t i o n or ordinance, the boundaries of i t s 
targeted employment area. 

This b i l l would del e t e that requirement, and i n s t e a d r e q u i r e the 
governing body of the j u r i s d i c t i o n a d m i n i s t e r i n g the e n t e r p r i s e zone 
to adopt a r e s o l u t i o n or ordinance de s i g n a t i n g a targeted employment 
area that meets s p e c i f i e d c o n d i t i o n s . The b i l l would a l s o r e q u i r e , i f 
2 or more j u r i s d i c t i o n s are j o i n t l y a d m i n i s t e r i n g a zone, each of 
the governing bodies of the p a r t i c i p a t i n g j u r i s d i c t i o n s to adopt the 
r e s o l u t i o n . 

(4) The act r e q u i r e s , w i t h i n 180 days of updated United States 
census data becoming a v a i l a b l e , each governmental e n t i t y of each 
c i t y , county, or c i t y and county that has j u r i s d i c t i o n over an 
e n t e r p r i s e zone to approve, by r e s o l u t i o n or ordinance, new 
boundaries f o r the area that r e f l e c t the new census data. The act 
a u t h o r i z e s an e n t e r p r i s e zone, i f no changes to the boundaries of an 
area are necessary to conform the area w i t h the most current census 
data, to send a l e t t e r to the Department of Housing and Community 
Development s t a t i n g that a review has been undertaken and no boundary 
changes are required. 

This b i l l would del e t e those p r o v i s i o n s , and i n s t e a d r e q u i r e the 
governmental e n t i t y of each c i t y , county, or c i t y and county that has 
j u r i s d i c t i o n over an e n t e r p r i s e zone to approve, by r e s o l u t i o n or 
ordinance, new boundaries f o r i t s targeted employment area that 
r e f l e c t the new household data provided by the United States Census 
Bureau i n i t s 5-year American Community Study, and to send that 
r e s o l u t i o n or ordinance to the Department of Housing and Community 
Development. The b i l l would r e q u i r e the c i t y , county, or c i t y and 
county, i f no changes to the boundaries of an area are necessary, to 
send a l e t t e r to the department s t a t i n g that a review has been 
undertaken and no boundary changes are required. The b i l l would 
provide that i f the area's boundaries are not updated, and the 
department does not r e c e i v e the l e t t e r w i t h i n 180 days of the r e l e a s e 
of new census information, then the area i s i n v a l i d a t e d f o r a p e r i o d 
of 2 years, except as s p e c i f i e d . 

(5) The act sets f o r t h v a r i o u s requirements and l i m i t a t i o n s 
r e l a t i n g to the formation and composition of a targeted employment 
area. 

This b i l l would r e v i s e and recast these requirements and 
l i m i t a t i o n s , as s p e c i f i e d . 

(6) The act a u t h o r i z e s a governing body that has already 
designated a targeted employment area to request to redesignate the 
area using more current census data, as s p e c i f i e d , and r e q u i r e s an 
area to be comprised of a census t r a c t from only one decennial 
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census. 
This b i l l would d e l e t e that p r o v i s i o n . 
(7) The Personal Income Tax Law and the Corporation Tax Law 

a u t h o r i z e a taxpayer to c l a i m c e r t a i n tax i n c e n t i v e s f o r a c t i v i t i e s 
conducted i n an e n t e r p r i s e zone, i n c l u d i n g a c r e d i t f o r wages paid 
during the taxable year to a q u a l i f i e d employee, as defined, who i s 
employed by the taxpayer during the taxable year i n an e n t e r p r i s e 
zone, and those laws each set f o r t h a schedule f o r the amount of the 
c r e d i t based on the q u a l i f i e d wages of the q u a l i f i e d employee i n each 
of the f i r s t 5 years of employment. 

This b i l l would modify the requirements that must be met f o r an 
i n d i v i d u a l to be a q u a l i f i e d employee, as s p e c i f i e d , under the 
Personal Income Tax Law and the Corporation' Tax Law, thereby reducing 
the scope of the c r e d i t s , and make other s p e c i f i e d changes r e l a t i n g 
to the requirements f o r a taxpayer to take advantage of the c r e d i t s . 
The b i l l would r e q u i r e that changes made to the Personal Income Tax 
Law and the Corporations Tax Law by i t s p r o v i s i o n s apply to taxable 
years beginning on and a f t e r January 1, 2011. 

(8) This b i l l would includ e a change i n s t a t e s t a t u t e that would 
r e s u l t i n a taxpayer paying a higher tax w i t h i n the meaning of 
S e c t i o n 3 of A r t i c l e X I I I A of the C a l i f o r n i a C o n s t i t u t i o n , and thus 
would r e q u i r e f o r passage the approval of 2/3 of the membership of 
each house of the L e g i s l a t u r e . 

(9) This b i l l would take e f f e c t immediately as a tax levy. 
Vote: 2/3. A p p r o p r i a t i o n : no. F i s c a l committee: yes. 

State-mandated l o c a l program: no. 

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

SECTION 1. S e c t i o n 7072 of the Government Code i s amended to read; 

7072. For purposes of t h i s chapter, the f o l l o w i n g d e f i n i t i o n s 
s h a l l apply: 

(a) "Department" means the Department of Housing and Community 
Development. 

(b) "Date of o r i g i n a l d e s i g n a t i o n " means the e a r l i e r of the 
f o l l o w i n g : 

(1) The date the e l i g i b l e area r e c e i v e s d e s i g n a t i o n as an 
e n t e r p r i s e zone by the department pursuant to t h i s chapter. 

(2) In the case of an e n t e r p r i s e zone deemed designated pursuant 
to s u b d i v i s i o n {e} of S e c t i o n 7073, the date the e n t e r p r i s e zone or 
program area r e c e i v e d o r i g i n a l d e s i g n a t i o n by the former Trade and 
Commerce Agency pursuant to Chapter 12.8 (commencing with S e c t i o n 
7070} or Chapter 12.9 (commencing w i t h S e c t i o n 7080), as those 
chapters read p r i o r to January 1, 1997. 

{c} " E l i g i b l e area" means any of the f o l l o w i n g ; 
{1} An area designated as an e n t e r p r i s e zone pursuant to Chapter 

12.8 (commencing w i t h S e c t i o n 7070), as i t read p r i o r t o January 1, 
1997, or as a targeted economic development area, neighborhood 
development area, or program area pursuant to Chapter 12.9 
(commencing with S e c t i o n 7080), as i t read p r i o r to January 1, 1997. 
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(2) A geographic area tha t , based upon the determination of the 
department, f u l f i l l s at l e a s t one of the f o l l o w i n g c r i t e r i a : 

(A) The proposed geographic area meets the Urban Development 
A c t i o n Grant c r i t e r i a of the United States Department of Housing and 
Urban Development. 

(B) The area w i t h i n the proposed e l i g i b l e area has experienced 
p l a n t c l o s u r e s w i t h i n the past two years a f f e c t i n g more than 100 
workers. 

(C) The c i t y or county has submitted m a t e r i a l to the department 
f o r a f i n d i n g that the proposed geographic area meets c r i t e r i a of 
economic d i s t r e s s r e l a t e d to those used i n determining e l i g i b i l i t y 
under the Urban Development A c t i o n Grant Program and i s t h e r e f o r e an 
e l i g i b l e area. 

(D) The area w i t h i n the proposed zone has a h i s t o r y of 
gang-related a c t i v i t y , whether or not crimes of v i o l e n c e have been 
committed. 

(3) A geographic area that meets at l e a s t two of the f o l l o w i n g 
c r i t e r i a : 

(A) The census t r a c t s w i t h i n the proposed e l i g i b l e area have an 
unemployment r a t e not l e s s than 3 percentage p o i n t s above the 
statewide average f o r the most recent calendar year as determined by 
the Employment Development Department. 

(B) The county of the proposed e l i g i b l e area has more than 70 
percent of the c h i l d r e n e n r o l l e d i n p u b l i c school p a r t i c i p a t i n g i n 
the f e d e r a l f r e e lunch program. 

(C) The median household income f o r a f a m i l y of four w i t h i n the 
census t r a c t s of the proposed e l i g i b l e area does not exceed 80 
percent of the statewide median income f o r the most r e c e n t l y 
a v a i l a b l e calendar year. 

(d) " E n t e r p r i s e zone" means any area w i t h i n a c i t y , county, or 
c i t y and county that i s designated as an e n t e r p r i s e zone by the 
department i n accordance w i t h S e c t i o n 7073. 

(e) "Governing body" means a county board of supervisors or a c i t y 
c o u n c i l , as appropriate. 

(f) "G-TEDA" means a g e o g r a p h i c a l l y targeted economic•development 
area, which i s an area designated as an e n t e r p r i s e zone, a 
Manufacturing Enhancement Area, a targeted tax area, or a l o c a l 
agency m i l i t a r y base recovery area. 

(g) "High-technology i n d u s t r i e s " i n c l u d e s , but i s not l i m i t e d to, 
the computer, b i o l o g i c a l engineering, e l e c t r o n i c s , and 
telecommunications i n d u s t r i e s . 

(h) "Resident," unless otherwise defined, means a person whose 
p r i n c i p a l place of residence i s w i t h i n a targeted employment area. 

(i ) — — _ "Targeted employment 
area" means an area w i t h i n a c i t y , county, or c i t y and county that 
i s composed s o l e l y of those census t r a c t s designated by the United 
States Department of Housing and Urban Development as having at l e a s t 
51 percent of i t s r e s i d e n t s of low- or moderate-income l e v e l s , using 
•-e-i-t-he-r^ the most recent United States 
Department of Census Bureau data a v a i l a b l e at 
the time of the o r i g i n a l ent-erp-r4.-3e—eone - appl-iGa&d-en--or- t-he 
moot recent eensua—data—available'-at-the time the targeted 
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employment area i s designated to determine that e l i g i b i l i t y . 
T-he—purpose - of—a—"-^a-iegetGd •employment a r e a " — i n to eneour-age 
busincDooo i n an o n t o r p r i a e gone—to—h-i^pe—el-igible--rcoidGnto of 
certain-geogr^phi-e—a-r-eaO"within a c i t y , — c o u n t y , — o r c i t y and county-:—ft 
targeted—employment—area-may- be,—but i o not r e q u i r e d to be,—fehe—eame 
aa a l l - o r — p a r t of•an--enterpriBG zone .—A targeted employment area'o 
boundarioo need not be contiguouo. A targeted employment area doeo 
not—need-to--enoompa-BO-eaeh e l i g i b l e ccnoua t r a c t w i t h i n -a—ei-fe-yr 
eounfey^—or—ci-ty—and—eeu-ftt-y-—The governing body of each—ei.-t-y7—oounty, 
or cit-y—and-oounty—t-hart-hao j u r i o d i c t i o n of the eRte-gpr-i-ae—eone—ohall 
ident-i-f-y-fehoae-eeH-QUQ t r a c t s whose residento are in—t-he-most—need-of 
t h i o employment targefe-ing-—Onl-y-thoae-eenouo t r a c t s w i t h i n the 
j u r i s d i c t i o n of the—ei-ty-;—eounty,—or c i t y and county that haa . 
juriad-iot-i-on-of—t-he-enterprioe zone may be i n c l u d e d — i n — a — t a r g e t e d 
empl-eyment- • area-r 

— (-2-)-'At l e a s t a part of e a g h - e l i g i b l c •ecnouo t r a c t w i t h i n a 
targeted employment area s h a l l -be-within-thc t e r r i t o r i a l juriodi-etrion 
of the city,—eoun-t-y-;—or-e-i-ty • and county that hao j u r - i - s d i c t i o n ' f o r an 
enterpr^L-se- zone-.—If an e l i g i b l e cenauo t'Cact-cnGompaoaco the 
t o r r i t o r i a l juriodi-ot-ion-of - two or more local—governmental e n t i t i e s , 
arl-1—of—these e n t i t i e s s h a l l be • a-part-y—to• the d e s i g n a t i o n of a 
t a r g e t e d employment—area-—However,—any one or more• of—t-hooe-ontities, 
by reDOl-ut-ion-or--ordinanco,—may—apeei-fy—that i t s h a l l not 
p a r t i c i p a t e i-n—t-he-applioation ao an appl-icantv—but o h a l l agree to 
e o m p l e t c ' a l l a c t i o n s stated—wi-th-in'the a p p l i c a t i o n that--apply • to i t s 
j u r i s d i c t i o n , — i - f — t h e - a r e a — i s designated .• 

-(-3-)—Each l o c a l governmental e n t i t y of-eaeh-eifey^—county,—or ci-ty 
ai^d—eounty- that-hao juriodi-eti-on-of' an e n t e r p r i s e zone-sha-ll'-approve, 
by r e s o l u t i o n or ordinance,—the boundariea--of--itS' targeted 
employment area,—iregardless-of whether a censuD t-r-aet—within' the 
pgeposed-targctod employment area-ia-oufeQido•the j u r i s d i c t i o n o f — t h e 
l o c a l governmenta-1—entity-•• 

H-)—tA^—Within-1-80" days- of updated United Stateo-cefteug• data 
becoming a v a i l a b l e , — e a c h loea-1—governmental e n t i t y of -eaeh—ei-t-yr-
eount-y-;—or c i t y - a n d county that haa-j-u-r-iadi-et^en- of an e n t e r p r i s e 
zonc--ohall approve,—by resolution-or-ogd-inancc ,—boundaries of i t o 
t a r g e t e d employment—area-reflecting the new census data-;--If--ne 
GhangeO' arc ncceooary to the boundar-ios-baoed on the moot current 
eenaus-data;—thc-cntorprioe zone may send—a--l-etter-to • the department 
s t a t i n g that a review has-been-undertaken by the reopeot-i-ve—local 
geve-gnmental- e n t i t i e o • and no boundary—eha'ngee-are -required. 

tB-)—A targeted—employment' area boundary approved—pr-ior to -the 2000 
Unitod-Statco census data beooming-avai-lablo that has not been 
reviewed and i t s boundaries • r e v i s e d to r e f l e c t the—most—recent-census 
da-fea-—shall bo reviewed and—updated,—and a now r o s o l u t i o n or 
ordinance submitted-by—trhe-apprepriate - l o c a l governmental en-tni-fe-y—to 
the department,—by J u l y 1,—2'0Q-7-:—However,—enterprise zones that 
e x p i r e •on or p r i o r to December 31,—2 0 0-8-;—ohall be exempt from the 
update requirement. 

SEC. 2. S e c t i o n 7072.5 of the Government Code i s repealed. 
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- • -70-7-2-r-5-: By--Apr-i-l--l-;—1998,—a governing body that has already 
designated a t a r g e t employment area -may—request-,—by a r e s o l u t i o n of 
a l l c i t i e s or counties having j u r i s d i c t i o n over the-enterpr-i-ee—zone,-
to redee-ignate-the—ta-rgetcd employment area using more current cenouo 
data. A' t a r g e t e d employment area ohall--be-Gompr-i-eedr-ef—eensuo-tracts 
from only one—deeenn-i-a-1—cenaus.-

SEC. 3. S e c t i o n 7072.5 i s added to the Government Code, to read: 
7072 .5. (a) A f t e r r e c e i v i n g n o t i f i c a t i o n from the department of 

being c o n d i t i o n a l l y designated as an e n t e r p r i s e zone, the governing 
body of the j u r i s d i c t i o n a d m i n i s t e r i n g the zone s h a l l adopt a 
r e s o l u t i o n or ordinance de s i g n a t i n g a targeted employment area that 
meets a l l the c o n d i t i o n s of t h i s s e c t i o n and those set f o r t h i n 
s u b d i v i s i o n (i) of S e c t i o n 7072, and i s c o n s i s t e n t w i t h the purpose 
set f o r t h i n t h i s s e c t i o n . I f two or more j u r i s d i c t i o n s are j o i n t l y 
a d m i n i s t e r i n g a zone, a r e s o l u t i o n or ordinance de s i g n a t i n g the 
targeted employment area s h a l l be adopted by each governing body. 

(b) A targeted employment area serves as the r e s i d e n t i a l base of 
p o t e n t i a l low- and moderate-income workers who are a v a i l a b l e to work 
i n businesses l o c a t e d i n an e n t e r p r i s e zone. The purpose of a 
t a r g e t e d employment area i s to help i d e n t i f y neighborhoods of low-
and moderate-income workers f o r the purpose of p r o v i d i n g those 
workers w i t h employment a s s i s t a n c e , t r a i n i n g , and job placement. 
Businesses l o c a t e d i n a zone are encouraged to h i r e l o c a l l y to help 
address some of the poverty and economic d i s l o c a t i o n that l e d to the 
area's d e s i g n a t i o n as a zone. 

(c) {1} A targeted employment area may be, but i s not r e q u i r e d to 
be, the same as a l l or p a r t of an e n t e r p r i s e zone. A targeted 
employment area's boundaries need not be contiguous. A targeted 
employment area does not need to encompass each e l i g i b l e census t r a c t 
or block group w i t h i n a c i t y , county, or c i t y and county. The 
governing body of each c i t y , county, or c i t y and county that has 
j u r i s d i c t i o n over the zone s h a l l i d e n t i f y those census t r a c t s whose 
r e s i d e n t s are i n the most need of t h i s employment t a r g e t i n g . Only 
those census t r a c t s w i t h i n the j u r i s d i c t i o n of the c i t y , county, or 
c i t y and county that have j u r i s d i c t i o n over the zone may be included 
i n a targeted employment area. 

(2) At l e a s t part of each e l i g i b l e census t r a c t w i t h i n a targeted 
employment area s h a l l be w i t h i n the t e r r i t o r i a l j u r i s d i c t i o n of the 
c i t y , county, or c i t y and county that has j u r i s d i c t i o n over an 
e n t e r p r i s e zone. I f an e l i g i b l e census t r a c t encompasses the 
t e r r i t o r i a l j u r i s d i c t i o n of two or more l o c a l governmental e n t i t i e s , 
a l l of those e n t i t i e s s h a l l be a party to the d e s i g n a t i o n of the 
targeted employment area. However any one or more of those e n t i t i e s , 
by r e s o l u t i o n or ordinance, may s p e c i f y that i t s h a l l not p a r t i c i p a t e 
i n the a p p l i c a t i o n as an a p p l i c a n t , but s h a l l agree to complete a l l 
a c t i o n s s t a t e d w i t h i n the a p p l i c a t i o n that apply to i t s j u r i s d i c t i o n , 
i f the area i s designated. 

(d) (1) A targeted employment area s h a l l be designated based on 
data from the most current household income data published by the 
United States Census Bureau-at the time that the t a r g e t e d employment 
area i s designated or modified, i n c l u d i n g being updated pursuant to 
paragraph (2). 
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(2) Every targeted employment area boundary s h a l l be reviewed and 
updated to the extent necessary to accommodate the new household 
income data provided by the United States Census Bureau i n i t s 
f i v e - y e a r American Community Survey. Each governmental e n t i t y of each 
c i t y , county, or c i t y and county that has j u r i s d i c t i o n over an 
e n t e r p r i s e zone s h a l l approve, by r e s o l u t i o n or ordinance, the 
boundaries of i t s targeted employment area r e f l e c t i n g the new 
household data and send a copy of i t s r e s o l u t i o n with the changes 
that are necessary to the boundaries based on the most current census 
data, or the governmental e n t i t y that has j u r i s d i c t i o n over the zone 
s h a l l send a l e t t e r to the department s t a t i n g that the review has 
been undertaken by the r e s p e c t i v e l o c a l governmental e n t i t i e s and no 
boundary changes are r e q u i r e d . 

(3) (A) A targeted employment area boundary that i s not updated, 
or f o r which a l e t t e r i n d i c a t i n g that no changes are necessary has 
not been r e c e i v e d by the department w i t h i n 180 days of the r e l e a s e of 
new household data, i s i n v a l i d a t e d f o r a p e r i o d of two years, except 
as modified by subparagraph (C). 

(B) The department s h a l l send a n o t i c e to the Franchise Tax Board 
and the l o c a l e n t e r p r i s e zone a d m i n i s t r a t o r that the targeted 
employment area i s i n v a l i d and that no a d d i t i o n a l employees w i l l be 
c e r t i f i e d based on an employee l i v i n g i n a targeted employment area, 
other than a business that has already had one or more vouchers 
c e r t i f i e d by the zone using the targeted employment area as the 
q u a l i f y i n g c r i t e r i o n under subparagraph (A) of paragraph (4) of 
s u b d i v i s i o n (b) of Sections 17053.74'and 23622.7 of the Revenue and 
Taxation Code. 

(C) A business that has p r e v i o u s l y r e c e i v e d c e r t i f i c a t i o n of an 
employee i s exempt from subparagraph (A). The vouchering exemption i s 
nontransferable to any other business. 

SEC. 4. S e c t i o n 17053.74 of the Revenue and Taxation Code i s 
amended to read: 

17053.74. (a) There s h a l l be allowed a c r e d i t against the "net 
tax" (as d e f i n e d i n S e c t i o n 17039) to a taxpayer who employs a 
q u a l i f i e d employee i n an e n t e r p r i s e zone during the taxable year. The 
c r e d i t s h a l l be equal to the sum of each of the f o l l o w i n g : 

(1) F i f t y percent of q u a l i f i e d wages i n the f i r s t year of 
employment. 

(2) Forty percent of q u a l i f i e d wages i n the second year of 
employment. 

(3) T h i r t y percent of q u a l i f i e d wages i n the t h i r d year of 
employment. 

(4) Twenty percent of q u a l i f i e d wages i n the f o u r t h year of 
employment. 

(5) Ten percent of q u a l i f i e d wages i n the f i f t h year of 
employment. 

(b) For purposes of t h i s s e c t i o n : 
(1) " Q u a l i f i e d wages" means: 
(A) ( i ) Except as provided i n clause ( i i ) , that p o r t i o n of wages 

p a i d or i n c u r r e d by the taxpayer during the taxable year to q u a l i f i e d 
employees that does not exceed 150 percent of the minimum wage. 

( i i ) For up to 1,350 q u a l i f i e d employees who are employed by the 
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taxpayer i n the Long Beach E n t e r p r i s e Zone i n a i r c r a f t manufacturing 
a c t i v i t i e s described i n Codes 3721 to 3728 ,—i-ne-l-ue-i-ve-;—and 
Code 38-3r-2—of—the-6tandard—-Industrial C l a s s i f i c a t i o n (SIC)—Manual 

311 to 339, i n c l u s i v e , o f the Nor th American Industry-
C l a s s i f i c a t i o n System p u b l i s h e d by the United States O f f i c e of 
Management and Budget, 1087 200 7 
e d i t i o n , " q u a l i f i e d wages" means that p o r t i o n of hourly wages that 
does not exceed 202 percent of the minimum wage. 

(B) Wages rec e i v e d during the 60-month p e r i o d beginning w i t h the 
f i r s t day the employee commences employment with the taxpayer. 
Reemployment i n connection w i t h any increase, i n c l u d i n g a r e g u l a r l y 
o c c u r r i n g seasonal increase, i n the trade or business operations of 
the taxpayer does not c o n s t i t u t e commencement of employment f o r 
purposes of t h i s s e c t i o n . 

(C) Q u a l i f i e d wages do not i n c l u d e any wages p a i d or i n c u r r e d by 
the taxpayer on or a f t e r the zone e x p i r a t i o n date. However, wages 
p a i d or i n c u r r e d w i t h respect to q u a l i f i e d employees who are employed 
by the taxpayer w i t h i n the e n t e r p r i s e zone w i t h i n the 60-month 
p e r i o d p r i o r to the zone e x p i r a t i o n date s h a l l continue to q u a l i f y 
f o r the c r e d i t under t h i s s e c t i o n a f t e r the zone e x p i r a t i o n date, i n 
accordance w i t h a l l p r o v i s i o n s of t h i s s e c t i o n a p p l i e d as i f the 
e n t e r p r i s e zone d e s i g n a t i o n were s t i l l i n existence and b i n d i n g . 

(2) "Minimum wage" means the wage e s t a b l i s h e d by the I n d u s t r i a l 
Welfare Commission as provided f o r i n Chapter 1 (commencing w i t h 
S e c t i o n 1171) of Part 4 of D i v i s i o n 2 of the Labor Code. 

(3) "Zone e x p i r a t i o n date" means the date the e n t e r p r i s e zone 
d e s i g n a t i o n e x p i r e s , i s no longer b i n d i n g , or becomes i n o p e r a t i v e . 

(4) (A) " Q u a l i f i e d employee" means an i n d i v i d u a l who meets a l l of 
the f o l l o w i n g requirements: 

(i) At l e a s t 90 percent of whose s e r v i c e s f o r the taxpayer during 
the taxable year are d i r e c t l y r e l a t e d to the conduct of the taxpayer' 
s trade or business l o c a t e d i n an e n t e r p r i s e zone. 

( i i ) Performs at l e a s t 50 percent of h i s or her s e r v i c e s f o r the 
taxpayer during the taxable year i n an e n t e r p r i s e zone. 

( i i i ) Is h i r e d by the taxpayer a f t e r the date of o r i g i n a l 
d e s i g n a t i o n of the area i n which s e r v i c e s were performed as an 
e n t e r p r i s e zone. 

(iv) Is any of the f o l l o w i n g : 
(̂ E-)—£fflmed-i-ately p:ceeed-ing—the- qua-liflcd- employee''S'•commencement of 

empl-oymeat—w-i-th—the—ta-xpayer-,—was-a—person e l i g i b l e •••for s e r v i c e s 
under the f e d e r a l Job T r a i n i n g Partnerohip Ac t—(29 U.S.C. Sec.—1501 
Gt ooq.) , — o r ' i t o suocGsoor,—who i o r e c e i v i n g , — o r i o e l i g i b l e t o 
r e c e i v e , — s u b s i d i z e d employment,—training,—er^ee-g-v-i-eea—f-unded-by—t-he 
f-edej?arl Job T-r^a-i-n-i-ng—Pa-r-t-negshi-p-Aet-;—or i t o successor . 

(-ii-)—Immediately preceding the q u a l i f i e d employee•oommeneement 
of-emp-loyment-with—the—taxpaycr,—was a person e l i g i b l e to bo a 
v o l u n t a r y or mandatory r e g i s t r a n t under the Greate^^Avenues—for 
Indcpendcnco Act of 1985—(GAIN)—pr^>v^ided—f or-- pur-suant—to-A-rtiolo •3.2 
(commencing with S e c t i o n 11320)—of Chapter—2- o f - P a r t — 3 - o f • D i v i o i o n 9 
of the-Wel-fare- and I n o t i t u t i o n o Code,—or i t o successor. 
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( I I I ) 
(I ) Immediately preceding the q u a l i f i e d 

employee's commencement of employment w i t h the taxpayer, was an 
economically disadvantaged i n d i v i d u a l 14 years of age or o l d e r . 

(II) Immediately preceding the q u a l i f i e d employee's 
commencement of employment with the taxpayer, was a d i s l o c a t e d worker 
who meets any of the f o l l o w i n g : 

(aa) Has been terminated or l a i d o f f or who has r e c e i v e d a n o t i c e 
of t e r m i n a t i o n or l a y o f f from employment, i s e l i g i b l e f o r or has 
exhausted entitlement to unemployment insurance b e n e f i t s , and i s 
u n l i k e l y to r e t u r n to h i s or her previous i n d u s t r y or occupation. 

(bb) Has been terminated or has re c e i v e d a n o t i c e of t e r m i n a t i o n 
of employment as a r e s u l t of any permanent c l o s u r e or any s u b s t a n t i a l 
l a y o f f at a p l a n t , f a c i l i t y , or e n t e r p r i s e , i n c l u d i n g an i n d i v i d u a l 
who has not re c e i v e d w r i t t e n n o t i f i c a t i o n but whose employer has made 
a p u b l i c announcement of the cl o s u r e or l a y o f f . 

(cc) Is long-term unemployed and has l i m i t e d o p p o r t u n i t i e s f o r 
employment or reemployment i n the same or a s i m i l a r occupation i n the 
area i n which the i n d i v i d u a l r e s i d e s , i n c l u d i n g an i n d i v i d u a l 55 
years of age or o l d e r who may have s u b s t a n t i a l b a r r i e r s to employment 
by reason of age. 

(dd) Was self-employed ( i n c l u d i n g farmers and ranchers) and i s 
unemployed as a r e s u l t of general economic c o n d i t i o n s i n the 
community i n which he or she r e s i d e s or because of n a t u r a l d i s a s t e r s . 

(ee) Was a c i v i l i a n employee of the Department of Defense employed 
at a m i l i t a r y i n s t a l l a t i o n being c l o s e d or r e a l i g n e d under the 
Defense Base Closure and Realignment Act of 1990. 

(f f ) Was an a c t i v e member of the armed forces or N a t i o n a l Guard as 
of September 30, 1990, and was e i t h e r i n v o l u n t a r i l y separated or 
separated pursuant to a s p e c i a l b e n e f i t s program. 

(gg) Is a seasonal or migrant worker who experiences chronic 
seasonal unemployment and underemployment i n the a g r i c u l t u r e 
i n d u s t r y , aggravated by c o n t i n u a l advancements i n technology and 
mechanization. 

(hh) Has been terminated or l a i d o f f , or has re c e i v e d a n o t i c e of 
te r m i n a t i o n or l a y o f f , as a consequence of compliance with the Clean 
A i r Act. 
—m-

( I I I ) Immediately preceding the q u a l i f i e d employee's 
commencement of employment with the taxpayer, was a d i s a b l e d 
i n d i v i d u a l who i s e l i g i b l e f o r or e n r o l l e d i n , or has completed a 
st a t e r e h a b i l i t a t i o n p l a n or—i-e— 

(IV) Immediately preceding the 
q u a l i f i e d employee's commencement o f employment wi th the taxpayer, 
was a service-connected d i s a b l e d veteran, veteran of the 
Vietnam era, or veteran who i s r e c e n t l y separated from m i l i t a r y 
s e r v i c e . 

{^m-
(V ) Immediately preceding the q u a l i f i e d 
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employee's commencement of employment w i t h the taxpayer, was an 
ex-offender. An i n d i v i d u a l s h a l l be t r e a t e d as convicted i f he or she 
was placed on probation by a s t a t e court without a f i n d i n g of g u i l t . 

(VI ) Immediately preceding the qualified 
employee's commencement of employment with the taxpayer, was a person 
eligible for or a recipient of any of the following: 

(aa) Federal Supplemental Security Income benefits. 
(bb) Aid to Familieo with—Dependent—Gh-i-l-dren 

Temporary Assistance for Needy Families 
(cc) Medi-Cal or Healthy Families. 
(^ef 

(dd) Food stamps. 

(ee) State and local general assistance. 
( f f ) Intensive services including employment training services 

funded through the federal Workforce Investment Act (Public Law 
105-220). 

(gg) Voluntary or mandatory services under the California Work 
Opportunity and Responsibility to Kids (CalNORKs) program (Chapter 2 
(commencing with Section 11200) of Part 3 of Division 9 of the 
Welfare and Institutions Code). 

(hh) Fede ra l Work Oppor tun i ty Tax C r e d i t (Sec t ion 51 o f the 
I n t e r n a l Revenue Code). 

(VIII) 
(VII ) Immediately preceding the q u a l i f i e d 

employee's commencement of employment with the taxpayer, was a member 
of a f e d e r a l l y recognized Indian t r i b e , band, or other group of 
Native American descent. 

(VII I ) Immediately preceding the q u a l i f i e d employee's 
commencement of employment w i t h the taxpayer, was a re s i d e n t of a 
targe t e d employment area, as defined i n S e c t i o n 7072 of the 
Government Code , and the employee i s r e c e i v i n g a 
wage that does not exceed moderate income f o r a f a m i l y o f f o u r based 
on the countywide household income 

tXf 
(IX) An employee who q u a l i f i e d the taxpayer f o r the 

e n t e r p r i s e zone h i r i n g c r e d i t under former S e c t i o n 17053.8 or the 
program area h i r i n g c r e d i t under former S e c t i o n 17053.11. 

(^ti-)—Immediately preceding the qual-i-f-ied-employee'io commGncement 
of employment—w-i-t-h- the - taxpayer,—was a member of a targeted-group-;—ae 
def-i-ned—i-n—Section—5l-('d-)—of' the I n t e r n a l Revenue Code,—or i t o 
ouGceooor. 

(B) P r i o r i t y f o r employment s h a l l be provided to an i n d i v i d u a l who 
i s e n r o l l e d i n a q u a l i f i e d program under the f e d e r a l Job 
T r a i n i n g P a r t n e r s h i p Act or—the-Greater-Avenues-for—I-ndopendencG•Act 
of 1Q05 Workforce Investment Act o r the CalWORKs 
program or who i s e l i g i b l e as a member of a targeted group 
under the Work Opportunity Tax C r e d i t (Section 51 of the I n t e r n a l 
Revenue Code), or i t s successor. 
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(5) "Taxpayer" means a person or e n t i t y engaged i n a trade or 
business w i t h i n an e n t e r p r i s e zone designated pursuant to Chapter 
12.8 (commencing w i t h S e c t i o n 7070} of the Government Code. 

(6) "Seasonal employment" means employment by a taxpayer that has 
re g u l a r and p r e d i c t a b l e s u b s t a n t i a l reductions i n trade or business 
operations. 

(c) The taxpayer s h a l l do both of the f o l l o w i n g : 
(1} Obtain from the Employment Development Department, as 

permitted by f e d e r a l law, the l o c a l county or c i t y Job 
T r a i n i n g Partnerohip Act a d m i n i s t r a t i v e e n t i t y , — t h e l o c a l count-y-GA-I-N 

f e d e r a l Workforce Investment Ac t a d m i n i s t r a t i v e 
e n t i t y , the l o c a l county CalWORKs program o f f i c e or s o c i a l 
s e r v i c e s agency, or the l o c a l government a d m i n i s t e r i n g the e n t e r p r i s e 
zone, a c e r t i f i c a t i o n which provides that a q u a l i f i e d employee meets 
the e l i g i b i l i t y requirements s p e c i f i e d i n clause (iv) of 
subparagraph (A) of paragraph (4) of s u b d i v i s i o n (b). The Employment 
Development Department may provide p r e l i m i n a r y screening and r e f e r r a l 
to —a—eer^tify-i-ng -agency.—The Employment—Development 
Department oha-l-l—dGvolop a form f o r t h i o purpoae 
bus inesses l o c a t e d i n an e n t e r p r i s e zone as o f the depar tment ' s 
implementa t ion o f the i n t e n s i v e s e r v i c e s a c t i v i t i e s funded through 
the f e d e r a l Workforce Investment Ac t . The Department of 
Housing and Community Development s h a l l develop r e g u l a t i o n s governing 
the issuance of c e r t i f i c a t e s by l o c a l governments pursuant to 
s u b d i v i s i o n (a) of Se c t i o n 7086 of the Government Code. 

(2) Re t a i n a copy of the c e r t i f i c a t i o n and provide i t upon request 
to the Franchise Tax Board. 

(d) (1) For purposes of t h i s s e c t i o n : 
(A) A l l employees of trades or businesses, which are not 

incorporated, that are under common c o n t r o l s h a l l be t r e a t e d as 
employed by a s i n g l e taxpayer. 

(B) The c r e d i t , i f any, allowable by t h i s s e c t i o n w i t h respect to 
each trade or business s h a l l be determined by reference t o i t s 
p r o p o r t i o n a t e share of the expense of the q u a l i f i e d wages g i v i n g r i s e 
to the c r e d i t , and s h a l l be a l l o c a t e d i n that manner. 

(C) P r i n c i p l e s that apply i n the case of c o n t r o l l e d groups of 
corpo r a t i o n s , as s p e c i f i e d i n s u b d i v i s i o n (d) of Sectio n 23622.7, 
s h a l l apply w i t h respect to determining employment. 

(2) I f an employer acquires the major p o r t i o n of a trade or 
business of another employer ( h e r e i n a f t e r i n t h i s paragraph r e f e r r e d 
to as the "predecessor") or the major p o r t i o n of a separate u n i t of a 
trade or business of a predecessor, then, f o r purposes of app l y i n g 
t h i s s e c t i o n (other than s u b d i v i s i o n (e)) f o r any calendar year 
ending a f t e r that a c q u i s i t i o n , the employment r e l a t i o n s h i p between a 
q u a l i f i e d employee and an employer s h a l l not be t r e a t e d as terminated 
i f the employee continues to be employed i n that trade or business. 

(e) (1) (A) I f the employment, other than seasonal employment, of 
any q u a l i f i e d employee, w i t h respect to whom q u a l i f i e d wages are 
taken i n t o account under s u b d i v i s i o n (a) i s terminated by the 
taxpayer at any time during the f i r s t 270 days of that employment 
(whether or not consecutive} or before the close of the 270th 
calendar day a f t e r the day i n which that employee completes 90 days 
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of employment with the taxpayer, the tax imposed by t h i s part f o r the 
taxable year i n which that employment i s terminated s h a l l be 
increased by an amount equal to the c r e d i t allowed under s u b d i v i s i o n 
(a) f o r that taxable year and a l l p r i o r taxable years a t t r i b u t a b l e to 
q u a l i f i e d wages p a i d or i n c u r r e d w i t h respect to that employee. 

(B) I f the seasonal employment of any q u a l i f i e d employee, w i t h 
respect to whom q u a l i f i e d wages are taken i n t o account under 
s u b d i v i s i o n (a) i s not continued by the taxpayer f o r a p e r i o d of 270 
days of employment during the 60-month p e r i o d beginning w i t h the day 
the q u a l i f i e d employee commences seasonal employment w i t h the 
taxpayer, the tax imposed by t h i s p a r t , f o r the taxable year that 
i n c l u d e s the 60th month f o l l o w i n g the month i n which the q u a l i f i e d 
employee commences seasonal employment with the taxpayer, s h a l l be 
increased by an amount equal to the c r e d i t allowed under s u b d i v i s i o n 
(a) f o r that taxable year and a l l p r i o r taxable years a t t r i b u t a b l e to 
q u a l i f i e d wages p a i d or i n c u r r e d w i t h respect to that q u a l i f i e d 
employee. 

(2} (A} Subparagraph (A) of paragraph (1) s h a l l not apply to any 
of the f o l l o w i n g : 

(i) A t e r m i n a t i o n of employment of a q u a l i f i e d 
employee who v o l u n t a r i l y leaves the employment of the taxpayer. 

( i i ) A t e r m i n a t i o n of employment of a q u a l i f i e d employee who, 
before the c l o s e of the p e r i o d r e f e r r e d to i n paragraph (1), becomes 
d i s a b l e d and unable to perform the s e r v i c e s of that employment, 
unless that d i s a b i l i t y i s removed before the c l o s e of that p e r i o d and 
the taxpayer f a i l s to o f f e r reemployment to that employee. 

( i i i } A t e r m i n a t i o n of employment of a q u a l i f i e d employee, i f i t 
i s determined that the te r m i n a t i o n was due to the misconduct (as 
def i n e d i n Sections 1256-30 to 1256-43, i n c l u s i v e , of T i t l e 22 of the 
C a l i f o r n i a Code of Regulations) of that employee. 

(iv) A t e r m i n a t i o n of employment of a q u a l i f i e d employee due to a 
s u b s t a n t i a l r e d u c t i o n i n the trade or business operations of the 
taxpayer. 

(v) A t e r m i n a t i o n of employment of a q u a l i f i e d employee, i f that 
employee i s replaced by other q u a l i f i e d employees so as to create a 
net increase i n both the number of employees and the hours of 
employment. 

(B) Subparagraph (B) of paragraph (1) s h a l l not apply to any of 
the f o l l o w i n g : 

(i) A f a i l u r e to continue the seasonal employment of a q u a l i f i e d 
employee who v o l u n t a r i l y f a i l s to r e t u r n to the seasonal employment 
of the taxpayer. 

{ i i ) A f a i l u r e to continue the seasonal employment of a q u a l i f i e d 
employee who, before the c l o s e of the p e r i o d r e f e r r e d to i n 
subparagraph (B) of paragraph (1), becomes d i s a b l e d and unable to 
perform the s e r v i c e s of that seasonal employment, unless that 
d i s a b i l i t y i s removed before the c l o s e of that p e r i o d and the 
taxpayer f a i l s to o f f e r seasonal employment to that q u a l i f i e d 
employee. 

( i i i ) A f a i l u r e to continue the seasonal employment of a q u a l i f i e d 
employee, i f i t i s determined that the f a i l u r e t o continue the 
seasonal employment was due to the misconduct (as defined i n Sections 
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1256-30 to 1256-43, i n c l u s i v e , of T i t l e 22 of the C a l i f o r n i a Code of 
Regulations) of that q u a l i f i e d employee. 

(iv) A f a i l u r e to continue seasonal employment of a q u a l i f i e d 
employee due to a s u b s t a n t i a l r e d u c t i o n i n the r e g u l a r seasonal trade 
or business operations of the taxpayer. 

(v} A f a i l u r e to continue the seasonal employment of a q u a l i f i e d 
employee, i f that q u a l i f i e d employee i s replaced by other q u a l i f i e d 
employees so as to create a net increase i n both the number of 
seasonal employees and the hours of seasonal employment. 

(C) For purposes of paragraph (1), the employment r e l a t i o n s h i p 
between the taxpayer and a q u a l i f i e d employee s h a l l not be t r e a t e d as 
terminated by reason of a mere change i n the form of conducting the 
trade or business of the taxpayer, i f the q u a l i f i e d employee 
continues to be employed i n that trade or business and the taxpayer 
r e t a i n s a s u b s t a n t i a l i n t e r e s t i n that trade or business. 

(3) Any increase i n tax under paragraph (1) s h a l l not be t r e a t e d 
as tax imposed by t h i s part f o r purposes of determining the amount of 
any c r e d i t a l l o w a b l e under t h i s p a r t . 

(f) In the case of an estate or t r u s t , both of the f o l l o w i n g 
apply: 

(1) The q u a l i f i e d wages f o r any taxable year s h a l l be apportioned 
between the e s t a t e or t r u s t and the b e n e f i c i a r i e s on the b a s i s of the 
income of the e s t a t e or t r u s t a l l o c a b l e to each. 

(2} Any b e n e f i c i a r y to whom any q u a l i f i e d wages have been 
apportioned under paragraph (1) s h a l l be t r e a t e d , f o r purposes of 
t h i s p a r t , as the employer with respect to those wages. 

(g) For purposes of t h i s s e c t i o n , " e n t e r p r i s e zone" means an area 
designated as an e n t e r p r i s e zone pursuant to Chapter 12.8 (commencing 
with S e c t i o n 7070) of D i v i s i o n 7 of T i t l e 1 of the Government Code. 

(h) The c r e d i t allowable under t h i s s e c t i o n s h a l l be reduced by 
the c r e d i t allowed under Sections 17053.10, 17053.17 and 17053.46 
claimed f o r the same employee. The c r e d i t s h a l l a l s o be reduced by 
the f e d e r a l c r e d i t allowed under S e c t i o n 51 of the I n t e r n a l Revenue 
Code. 

In a d d i t i o n , any deduction otherwise allowed under t h i s part f o r 
the wages or s a l a r i e s p a i d or i n c u r r e d by the taxpayer upon which the 
c r e d i t i s based s h a l l be reduced by the amount of the c r e d i t , p r i o r 
t o any r e d u c t i o n r e q u i r e d by s u b d i v i s i o n (i) or ( j } . 

(i) In the case where the c r e d i t otherwise allowed under t h i s 
s e c t i o n exceeds the "net tax" f o r the taxable year, that p o r t i o n of 
the c r e d i t that exceeds the "net tax" may be c a r r i e d over and added 
to the c r e d i t , i f any, i n succeeding taxable years, u n t i l the c r e d i t 
i s exhausted. The c r e d i t s h a l l be a p p l i e d f i r s t to the e a r l i e s t 
t axable years p o s s i b l e . 

(j) (1) The amount of the c r e d i t otherwise allowed under t h i s 
s e c t i o n and S e c t i o n 17053.70, i n c l u d i n g any c r e d i t carryover from 
p r i o r years, that may reduce the "net tax" f o r the taxable year s h a l l 
not exceed the amount of tax which would be imposed on the taxpayer' 
s business income a t t r i b u t a b l e to the e n t e r p r i s e zone determined as 
i f that a t t r i b u t a b l e income represented a l l of the income of the 
taxpayer subject to tax under t h i s p a r t . 

(2) A t t r i b u t a b l e income s h a l l be that p o r t i o n of the taxpayer's 
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C a l i f o r n i a source business income that i s apportioned to the 
e n t e r p r i s e zone. For that purpose, the taxpayer's business income 
a t t r i b u t a b l e to sources i n t h i s s t a t e f i r s t s h a l l be determined i n 
accordance with Chapter 17 (commencing with S e c t i o n 25101} of Part 
11. That business income s h a l l be f u r t h e r apportioned to the 
e n t e r p r i s e zone i n accordance with A r t i c l e 2 (commencing w i t h S e c t i o n 
2 512 0} of Chapter 17 of Part 11, modified f o r purposes of t h i s 
s e c t i o n i n accordance with paragraph (3). 

(3} Business income s h a l l be apportioned to the e n t e r p r i s e zone by 
m u l t i p l y i n g the t o t a l C a l i f o r n i a business income of the taxpayer by 
a f r a c t i o n , the numerator of which i s the property f a c t o r p l u s the 
p a y r o l l f a c t o r , and the denominator of which i s two. For purposes of 
t h i s paragraph: 

(A) The property f a c t o r i s a f r a c t i o n , the numerator of which i s 
the average value of the taxpayer's r e a l and t a n g i b l e personal 
property owned or rented and used i n the e n t e r p r i s e zone during the 
taxable year, and the denominator of which i s the average value of 
a l l the taxpayer's r e a l and t a n g i b l e personal property owned or 
rented and used i n t h i s s t a t e during the taxable year. 

(B} The p a y r o l l f a c t o r i s a f r a c t i o n , the numerator of which i s 
the t o t a l amount p a i d by the taxpayer i n the e n t e r p r i s e zone during 
the taxable year f o r compensation, and the denominator of which i s 
the t o t a l compensation p a i d by the taxpayer i n t h i s s t a t e during the 
taxable year. 

(4) The p o r t i o n of any c r e d i t remaining, i f any, a f t e r a p p l i c a t i o n 
of t h i s s u b d i v i s i o n , s h a l l be c a r r i e d over to succeeding taxable 
years, as i f i t were an amount exceeding the "net tax" f o r the 
taxable year, as provided i n s u b d i v i s i o n ( i } . 

(k) The changes made to t h i s s e c t i o n by the act adding t h i s 
s u b d i v i s i o n s h a l l apply to taxable years beginning on or a f t e r 
January 1, 1997. 

(1) The changes made' to t h i s s e c t i o n by the ac t adding t h i s 
s u b d i v i s i o n s h a l l app ly o n l y to t axab le years beg inn ing on and a f t e r 
January 1, 2011. 

SEC. 5. Se c t i o n 23622.7 of the Revenue and Taxation Code i s 
amended to read: 

23622.7. (a} There s h a l l be allowed a c r e d i t against the "tax" 
(as d e f i n e d by Se c t i o n 23036) to a taxpayer who employs a q u a l i f i e d 
employee i n an e n t e r p r i s e zone during the taxable year. The c r e d i t 
s h a l l be equal t o the sum of each of the f o l l o w i n g : 

(1) F i f t y percent of q u a l i f i e d wages,in the f i r s t year of 
employment. 

(2) Forty percent of q u a l i f i e d wages i n the second year of 
employment. 

(3) T h i r t y percent of q u a l i f i e d wages i n the t h i r d year of 
employment. 

(4) Twenty percent of q u a l i f i e d wages i n the f o u r t h year of 
employment. 

(5} Ten percent of q u a l i f i e d wages i n the f i f t h year of 
employment. 

(b} For purposes of t h i s s e c t i o n : 
(1) " Q u a l i f i e d wages" means: 
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(A) (i) Except as provided i n clause ( i i } , that p o r t i o n of wages 
p a i d or i n c u r r e d by the taxpayer during the taxable year to q u a l i f i e d 
employees that does not exceed 150 percent of the minimum wage. 

( i i ) For up to 1,350 q u a l i f i e d employees who are employed by the 
taxpayer i n the Long Beach E n t e r p r i s e Zone i n a i r c r a f t manufacturing 
a c t i v i t i e s described i n Codes 3721 to 3 7 2 8 , — i n c l u s i v e , — a i i d 
Code 3812 of the Standard I n d u s t r i a l C l a s o i f i o a t i o n (SIC) Manual 

311 to 339, i n c l u s i v e , o f the Nor th American I n d u s t r y 
C l a s s i f i c a t i o n System published by the United States O f f i c e of 
Management and Budget, 1987 200 7 
e d i t i o n , " q u a l i f i e d wages" means that p o r t i o n of hourly wages that 
does not exceed 202 percent of the minimum wage. 

(B) Wages r e c e i v e d during the 60-month p e r i o d beginning w i t h the 
f i r s t day the employee commences employment with the taxpayer. 
Reemployment i n connection with any increase, i n c l u d i n g a r e g u l a r l y 
o c c u r r i n g seasonal increase, i n the trade or business operations of 
the taxpayer does not c o n s t i t u t e commencement of employment f o r 
purposes o f t h i s s e c t i o n . 

(C) Q u a l i f i e d wages do not i n c l u d e any wages paid or i n c u r r e d by 
the taxpayer on or a f t e r the zone e x p i r a t i o n date. However, wages 
p a i d or i n c u r r e d with respect to q u a l i f i e d employees who are employed 
by the taxpayer w i t h i n the e n t e r p r i s e zone w i t h i n the 60-month 
p e r i o d p r i o r to the zone e x p i r a t i o n date s h a l l continue to q u a l i f y 
f o r the c r e d i t under t h i s s e c t i o n a f t e r the zone e x p i r a t i o n date, i n 
accordance w i t h a l l p r o v i s i o n s of t h i s s e c t i o n a p p l i e d as i f the 
e n t e r p r i s e zone d e s i g n a t i o n were s t i l l i n existence and b i n d i n g . 

(2) "Minimum wage" means the wage e s t a b l i s h e d by the I n d u s t r i a l 
Welfare Commission as provided f o r i n Chapter 1 (commencing w i t h 
S e c t i o n 1171} of Part 4 of D i v i s i o n 2 of the Labor Code. 

(3) "Zone e x p i r a t i o n date" means the date the e n t e r p r i s e zone 
d e s i g n a t i o n e x p i r e s , i s no longer binding, or becomes i n o p e r a t i v e . 

(4) (A) " Q u a l i f i e d employee" means an i n d i v i d u a l who meets a l l of 
the f o l l o w i n g requirements: 

(i) At l e a s t 90 percent of whose s e r v i c e s f o r the taxpayer during 
the taxable year are d i r e c t l y r e l a t e d to the conduct of the taxpayer' 
s trade or business l o c a t e d i n an e n t e r p r i s e zone. 

( i i ) Performs at l e a s t 50 percent of h i s or her s e r v i c e s f o r the 
taxpayer during the taxable year i n an e n t e r p r i s e zone. 

( i i i ) Is h i r e d by the taxpayer a f t e r the date of o r i g i n a l 
d e s i g n a t i o n of the area i n which s e r v i c e s were performed as an 
e n t e r p r i s e zone. 

(iv} Is any of the f o l l o w i n g : 
—Immediately preceding the qua-l-if ied-empl-oyee ' o commonGcment of 

employment—w-i-th—the • taxpayer,—wao a person e l i g i b l e — f o r - a e r v i e e s 
under the f e d e r a l Job T r a i n i n g Partnerohip Act—(29 U.S.C. ScG.—1501 
et- aeq; -)- ,--or- i t s - oucceosor,—who i o -r-eee-iving-;—or—i-s—eligible • to 
receive-^—subsidd-zed employment,—training,—or oervi-eea—f-unded-by^• the 
f e d e r a l Job T r a i n i n g Part-Fte-r^eh-i-p—Act-;—or i t s ouccesoor . 

(II)—Immediately precedi-^g-fe-he-qualifled employee's commencemenfe 
of employment with -the - taxpayer-;—wao a person e l i g i b l e — t o - b e - a 
v o l u n t a r y or mandatory reg-i-etrant- under the Greater Avenueo f o r 
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-I-ndependenGe--AGt—of—1-985—(GAIN)—provided f o r pursuant to A r t i c l e 3.2 
•(Gommoncing w i t h S e c t i o n 11320)—of—Chapter 2 of—Pa-r-tr—3-of—Division-^ 
of the Wel fa re and Inotife-ut-iong-Gode', or -i-t-S' •succeooor . 

(̂ ^̂ 4-
( I) Immediately preceding the q u a l i f i e d 

employee's commencement of employment w i t h the taxpayer, was an 
economically disadvantaged i n d i v i d u a l 14 years of age or o l d e r . 

(II) Immediately preceding the q u a l i f i e d employee's 
commencement of employment w i t h the taxpayer, was a d i s l o c a t e d worker 
who meets any of the f o l l o w i n g : 

(aa) Has been terminated or l a i d o f f or who has rec e i v e d a n o t i c e 
of t e r m i n a t i o n or l a y o f f from employment, i s e l i g i b l e f o r or has 
exhausted entitlement to unemployment insurance b e n e f i t s , and i s 
u n l i k e l y to r e t u r n to h i s or her previous i n d u s t r y or occupation. 

(bb) Has been terminated or has rec e i v e d a n o t i c e of te r m i n a t i o n 
of employment as a r e s u l t of any permanent c l o s u r e or any s u b s t a n t i a l 
l a y o f f at a p l a n t , f a c i l i t y , or e n t e r p r i s e , i n c l u d i n g an i n d i v i d u a l 
who has not r e c e i v e d w r i t t e n n o t i f i c a t i o n but whose employer has made 
a p u b l i c announcement of the cl o s u r e or l a y o f f . 

(cc) Is long-term unemployed and has l i m i t e d o p p o r t u n i t i e s f o r 
employment or reemployment i n the same or a s i m i l a r occupation i n the 
area i n which the i n d i v i d u a l r e s i d e s , i n c l u d i n g an i n d i v i d u a l 55 
years of age or o l d e r who may have s u b s t a n t i a l b a r r i e r s to employment 
by reason of age. 

(dd} Was self-employed ( i n c l u d i n g farmers and ranchers) and i s 
unemployed as a r e s u l t of general economic c o n d i t i o n s i n the 
community i n which he or she r e s i d e s or because of n a t u r a l d i s a s t e r s . 

(ee) Was a c i v i l i a n employee of the Department of Defense employed 
at a m i l i t a r y i n s t a l l a t i o n being c l o s e d or r e a l i g n e d under the 
Defense Base Closure and Realignment Act of 1990. 

( f f ) Was an a c t i v e member of the armed fo r c e s or N a t i o n a l Guard as 
of September 30, 1990, and was e i t h e r i n v o l u n t a r i l y separated or 
separated pursuant t o a s p e c i a l b e n e f i t s program. 

(gg) Is a seasonal or migrant worker who experiences chronic 
seasonal unemployment and underemployment i n the a g r i c u l t u r e 
i n d u s t r y , aggravated by c o n t i n u a l advancements i n technology and 
mechanization. 

(hh) Has been terminated or l a i d o f f , or has received, a n o t i c e of 
te r m i n a t i o n or l a y o f f , as a consequence of compliance w i t h the Clean 
A i r Act. 
— m -

( I I I ) Immediately preceding the q u a l i f i e d employee's 
commencement of employment with the taxpayer, was a d i s a b l e d 
i n d i v i d u a l who i s e l i g i b l e f o r or e n r o l l e d i n , or has completed a 
s t a t e r e h a b i l i t a t i o n p l a n or i o 

(IV) Immediately preceding the 
q u a l i f i e d employee' s commencement o f employment wi th the taxpayer , 
was a service-connected d i s a b l e d veteran, veteran of the 
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Vietnam era, or veteran who i s r e c e n t l y separated from m i l i t a r y 
s e r v i c e . 

(V ) Immediately preceding the q u a l i f i e d 
employee's commencement of employment with the taxpayer, was an 
ex-offender. An i n d i v i d u a l s h a l l be t r e a t e d as convicted i f he or she 
was placed on probation by a s t a t e court without a f i n d i n g of g u i l t . 

W i f 
(VI ) Immediately preceding the qualified 

employee's commencement of employment with the taxpayer, was a person 
eligible for or a recipient of any of the following: 

(aa} Federal Supplemental Security Income benefits. 
(bb) Aid to^^m-i-l-i-e9--wi-t-h-Dependent Children 

Temporary Assistance for Weedy Families 
(cc) Medi-Cal or Healthy Families, 
foef 

(dd) Food stamps. 

(ee) State and l o c a l general a s s i s t a n c e . 
( f f ) I n t e n s i v e s e r v i c e s i n c l u d i n g employment t r a i n i n g s e r v i c e s 

funded through the f e d e r a l Workforce Investment A c t ( P u b l i c Law 
105-220). 

(gg) Voluntary or mandatory services under the California Work 
Opportunity and Responsibility to Kids (CalWORKs) program (Chapter 2 
(commencing with Section 11200) of Part 3 of Division 9 of the 
Welfare and Institutions Code). 

(hh) Federal Work Opportunity Tax Credit (Section 51 of the 
Internal Revenue Code). 

(VIII) 
(VII ) Immediately preceding the q u a l i f i e d 

employee's commencement of employment with the taxpayer, was a member 
of a f e d e r a l l y recognized Indian t r i b e , band, or other group of 
Native American descent. 

(IX} 
(VIII) Immediately preceding the qualified employee's 

commencement of employment with the taxpayer, was a resident of a 
targeted employment area (as defined in Section 7072 of the 
Government Code) , and the employee is receiving a 
wage that does not exceed mode rate income for a family of ' 
four based on the countywide average household income 

—m-
(IX) An employee who q u a l i f i e d the taxpayer f o r the 

e n t e r p r i s e zone h i r i n g c r e d i t under former Sect i o n 23622 or the 
program area h i r i n g c r e d i t under former Sect i o n 23623. 

t^ti^—I-mmed-iate-l-y-pge€?ed-ing the qualified—employee^-3--GommenGement 
of ••employment w i t h the taxpayer,—was -a member of a targeted g-roup;—as 
d e f i n e d - i n S e c t i o n 51(d)—of the -I-ntei?nal Revenue Code,—or i t o 
gueeessGiH-

(B) P r i o r i t y f o r employment s h a l l be provided to an i n d i v i d u a l who 
i s e n r o l l e d i n a q u a l i f i e d program under the f e d e r a l -Job 
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Training—Partne-r-shi-p—Aet or the Greater Avenueo f o r IndepcndcnGe-Aet-
of' 1985 Workforce Investment Act or the CalWORKs 
program or who i s e l i g i b l e as a member of a targeted group 
under the Work Opportunity Tax C r e d i t (Section 51 of the I n t e r n a l 
Revenue Code}, or i t s successor. 

(5) "Taxpayer" means a c o r p o r a t i o n engaged i n a trade or business 
w i t h i n an e n t e r p r i s e zone designated pursuant to Chapter 12.8 
(commencing w i t h S e c t i o n 7070) of D i v i s i o n 7 of T i t l e 1 of the 
Government Code. 

(6) "Seasonal employment" means employment fay a taxpayer that has 
r e g u l a r and p r e d i c t a b l e s u b s t a n t i a l reductions i n trade or business 
operations. 

(c) The taxpayer s h a l l do both of the f o l l o w i n g : 
(1) Obtain from the Employment Development Department, as 

permitted by f e d e r a l law, the l o c a l county or c i t y -Job 
-T-ga-i-R-i-ng—Par-t-necship• -Act a d m i n i o t r a t i v o e n t i t y , — t h e local—oount-y^GA-I-N 

f e d e r a l WorJcforce Investment Act a d m i n i s t r a t i v e 
e n t i t y , the l o c a l county CalWORKs program o f f i c e or s o c i a l 
s e r v i c e s agency, or the l o c a l government a d m i n i s t e r i n g the e n t e r p r i s e 
zone, a c e r t i f i c a t i o n that provides that a q u a l i f i e d employee meets 
the e l i g i b i l i t y requirements s p e c i f i e d i n clause (iv) of subparagraph 
(A} of paragraph (4) of s u b d i v i s i o n (b}. The Employment Development 
Department may provide p r e l i m i n a r y screening and r e f e r r a l t o 
a c e r t i f y i n g agency^—The-Employment Development--Depa-rtment s h a l l 
deve-lep a form f o r thio-purpooe— businesses l o c a t e d i n 
a zone as p a r t of the department's implementation of the i n t e n s i v e 
s e r v i c e s a c t i v i t i e s funded through the f e d e r a l WorJcforce Investment 
A c t . The Department of Housing and Community Development s h a l l 
develop r e g u l a t i o n s governing the issuance of c e r t i f i c a t e s by l o c a l 
governments pursuant to s u b d i v i s i o n (a) of S e c t i o n 7086 of the 
Government Code. 

(2) Re t a i n a copy of the c e r t i f i c a t i o n and provide i t upon request 
to the Franchise Tax Board. 

(d) (1) For purposes of t h i s s e c t i o n : 
(A) A l l employees of a l l corporations which are members of the 

same c o n t r o l l e d group of corporations s h a l l be t r e a t e d as employed by 
a s i n g l e taxpayer. 

(B) The c r e d i t , i f any, allowable by t h i s s e c t i o n to each member 
s h a l l be determined by reference to i t s proportionate share of the 
expense of the q u a l i f i e d wages g i v i n g r i s e to the c r e d i t , and s h a l l 
be a l l o c a t e d i n that manner. 

(C) For purposes of t h i s s u b d i v i s i o n , " c o n t r o l l e d group of 
c o r p o r a t i o n s " means " c o n t r o l l e d group of c o r p o r a t i o n s " as defined i n 
S e c t i o n 1563(a) of the I n t e r n a l Revenue Code, except t h a t : 

(1) "More than 50 percent" s h a l l be s u b s t i t u t e d f o r "at l e a s t 80 
percent" each place i t appears i n S e c t i o n 1563(a)(1) of the I n t e r n a l 
Revenue Code. 

( i i ) The determination s h a l l be made without regard to subsections 
(a)(4) and (e)(3)(C} of S e c t i o n 1563 of the I n t e r n a l Revenue Code. 

(2) I f an employer acquires the major p o r t i o n of a trade or 
business of another employer ( h e r e i n a f t e r i n t h i s paragraph r e f e r r e d 
t e a s the "predecessor") or the major p o r t i o n of a separate u n i t of a 
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trade or business of a predecessor, then, f o r purposes of applying 
t h i s s e c t i o n (other than s u b d i v i s i o n (e}) f o r any calendar year 
ending a f t e r that a c q u i s i t i o n , the employment r e l a t i o n s h i p between a 
q u a l i f i e d employee and an employer s h a l l not be t r e a t e d as terminated 
i f the employee continues to be employed i n that trade or business. 

(e) (1) (A) I f the employment, other than seasonal employment, of 
any q u a l i f i e d employee w i t h respect to whom q u a l i f i e d wages are taken 
i n t o account under s u b d i v i s i o n (a) i s terminated by the taxpayer at 
any time during the f i r s t 270 days of that employment, whether or not 
consecutive, or before the cl o s e of the 270th calendar day a f t e r the 
day i n which that employee completes 90 days of employment w i t h the 
taxpayer, the tax imposed by t h i s p a r t f o r the taxable year i n which 
that employment i s terminated s h a l l be increased by an amount equal 
to the c r e d i t allowed under s u b d i v i s i o n (a) f o r that taxable year and 
a l l p r i o r taxable years a t t r i b u t a b l e to q u a l i f i e d wages p a i d or 
in c u r r e d w i t h respect to that employee. 

(B) I f the seasonal employment of any q u a l i f i e d employee, with 
respect to whom q u a l i f i e d wages are taken i n t o account under 
s u b d i v i s i o n (a) i s not continued by the taxpayer f o r a p e r i o d of 270 
days of employment during the 60-month p e r i o d beginning with the day 
the q u a l i f i e d employee commences seasonal employment with the 
taxpayer, the tax imposed by t h i s p a r t , f o r the taxable year that 
i n c l u d e s the 60th month f o l l o w i n g the month i n which the q u a l i f i e d 
employee commences seasonal employment with the taxpayer, s h a l l be 
increased by an amount equal to the c r e d i t allowed under s u b d i v i s i o n 
(a) f o r that taxable year and a l l p r i o r taxable years a t t r i b u t a b l e to 
q u a l i f i e d wages p a i d or i n c u r r e d with respect to that q u a l i f i e d 
employee. 

(2) (A) Subparagraph (A) of paragraph (1) s h a l l not apply to any 
of the f o l l o w i n g : 

(i) A t e r m i n a t i o n of employment of a q u a l i f i e d employee who 
v o l u n t a r i l y leaves the employment of the taxpayer. 

( i i } A te r m i n a t i o n of employment of a q u a l i f i e d employee who, 
before the cl o s e of the p e r i o d r e f e r r e d to i n subparagraph (A} of 
paragraph (1), becomes d i s a b l e d and unable to perform the s e r v i c e s of 
that 'employment, unless that d i s a b i l i t y i s removed before the cl o s e 
of that p e r i o d and the taxpayer f a i l s to o f f e r reemployment to that 
employee. 

( i i i ) A te r m i n a t i o n of employment of a q u a l i f i e d employee, i f i t 
i s determined that the te r m i n a t i o n was due to the misconduct (as 
defi n e d i n Sections 1256-30 to 1256-43, i n c l u s i v e , of T i t l e 22 of the 
C a l i f o r n i a Code of Regulations) of that employee. 

(iv} A te r m i n a t i o n of employment of a q u a l i f i e d employee due to a 
s u b s t a n t i a l r e d u c t i o n i n the trade or business operations of the 
taxpayer. 

(v) A te r m i n a t i o n of employment of a q u a l i f i e d employee, i f that 
employee i s replaced by other q u a l i f i e d employees so as to create a 
net increase i n both the number of employees and the hours of 
employment. 

(B) Subparagraph (B) of paragraph (1) s h a l l not apply to any of 
the f o l l o w i n g : 

(i) A f a i l u r e to continue the seasonal employment of a q u a l i f i e d 
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employee who v o l u n t a r i l y f a i l s to r e t u r n to the seasonal employment 
of the taxpayer. 

( i i ) A f a i l u r e to continue the seasonal employment of a q u a l i f i e d 
employee who, before the close of the p e r i o d r e f e r r e d to i n 
subparagraph (B) of paragraph (1), becomes d i s a b l e d and unable to 
perform the s e r v i c e s of that seasonal employment, unless that 
d i s a b i l i t y i s removed before the c l o s e of that p e r i o d and the 
taxpayer f a i l s to o f f e r seasonal employment to that q u a l i f i e d 
employee. 

( i i i } A f a i l u r e to continue the seasonal employment of a q u a l i f i e d 
employee, i f i t i s determined that the f a i l u r e to continue the 
seasonal employment was due to the misconduct (as defined i n Sections 
1256-30 to 1256-43, i n c l u s i v e , of T i t l e 22 of the C a l i f o r n i a Code of 
Regulations) of that q u a l i f i e d employee. 

(iv) A f a i l u r e to continue seasonal employment of a q u a l i f i e d 
employee due to a s u b s t a n t i a l r e d u c t i o n i n the r e g u l a r seasonal trade 
or business operations of the taxpayer. 

(v) A f a i l u r e t o continue the seasonal employment of a q u a l i f i e d 
employee, i f that q u a l i f i e d employee i s replaced by other q u a l i f i e d 
employees so as to create a net increase i n both the number of 
seasonal employees and the hours of seasonal employment. 

(C} For purposes of paragraph (1), the employment r e l a t i o n s h i p 
between the taxpayer and a q u a l i f i e d employee s h a l l not be t r e a t e d as 
terminated by e i t h e r of the f o l l o w i n g : 

(i} By a t r a n s a c t i o n to which Sect i o n 381(a) of the I n t e r n a l 
Revenue Code a p p l i e s , i f the q u a l i f i e d employee continues to be 
employed by the a c q u i r i n g c o r p o r a t i o n . 

( i i ) By reason of a mere change i n the form of conducting the 
trade or business of the taxpayer, i f the q u a l i f i e d employee 
continues to be employed i n that trade or business and the taxpayer 
r e t a i n s a s u b s t a n t i a l i n t e r e s t i n that trade or business. 

(3) Any increase i n tax under paragraph (1) s h a l l not be t r e a t e d 
as tax imposed by t h i s part f o r purposes of determining the amount of 
any c r e d i t a l l o w a b l e under t h i s p a r t . 

(f) Rules s i m i l a r to the r u l e s provided i n S e c t i o n 46(e) and (h} 
of the I n t e r n a l Revenue Code s h a l l apply to both of the f o l l o w i n g : 

(1) An o r g a n i z a t i o n to which S e c t i o n 593 of the I n t e r n a l Revenue 
Code a p p l i e s . 

(2) A r e g u l a t e d investment company or a r e a l e s t a t e investment 
t r u s t subject to t a x a t i o n under t h i s p a r t . 

(g) For purposes of t h i s s e c t i o n , " e n t e r p r i s e zone" means an area 
designated as an e n t e r p r i s e zone pursuant to Chapter 12.8 (commencing 
w i t h S e c t i o n 7070} of D i v i s i o n 7 of T i t l e 1 of the Government Code. 

(h) The c r e d i t allowable under t h i s s e c t i o n s h a l l be reduced by 
the c r e d i t allowed under Sections 23623.5, 23625, and 23646 claimed 
f o r the same employee. The c r e d i t s h a l l a l s o be reduced by the 
f e d e r a l c r e d i t allowed under Sect i o n 51 of the I n t e r n a l Revenue Code. 

In a d d i t i o n , any deduction otherwise allowed under t h i s p a r t f o r 
the wages or s a l a r i e s p a i d or i n c u r r e d by the taxpayer upon which the 
c r e d i t i s based s h a l l be reduced by the amount of the c r e d i t , p r i o r 
to any r e d u c t i o n r e q u i r e d by s u b d i v i s i o n (i) or ( j } . 
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( i ) In the case where the c r e d i t otherwise allowed under t h i s 
s e c t i o n exceeds the "tax" f o r the taxable year, that p o r t i o n of the 
c r e d i t that exceeds the "tax" may be c a r r i e d over and added t o the 
c r e d i t , i f any, i n succeeding taxable years, u n t i l the c r e d i t i s 
exhausted. The c r e d i t s h a l l be a p p l i e d f i r s t to the e a r l i e s t taxable 
years p o s s i b l e . 

(j) (1} The amount of the c r e d i t otherwise allowed under t h i s 
s e c t i o n and S e c t i o n 23612.2, i n c l u d i n g any c r e d i t carryover from 
p r i o r years, that may reduce the "tax" f o r the taxable year s h a l l not 
exceed the amount of tax which would be imposed on the taxpayer's 
business income a t t r i b u t a b l e to the e n t e r p r i s e zone determined as i f 
that a t t r i b u t a b l e income represented a l l of the income of the 
taxpayer subject to tax under t h i s p a r t . 

(2} A t t r i b u t a b l e income s h a l l be that p o r t i o n of the taxpayer's 
C a l i f o r n i a source business income that i s apportioned to the 
e n t e r p r i s e zone. For that purpose, the taxpayer's business 
a t t r i b u t a b l e to sources i n t h i s s t a t e f i r s t s h a l l be determined i n 
accordance w i t h Chapter 17 (commencing w i t h S e c t i o n 25101). That 
business income s h a l l be f u r t h e r apportioned to the e n t e r p r i s e zone 
i n accordance w i t h A r t i c l e 2 (commencing with S e c t i o n 25120) of 
Chapter 17, modified f o r purposes 

of t h i s s e c t i o n i n accordance w i t h paragraph (3). 
(3) Business income s h a l l be apportioned to the e n t e r p r i s e zone by 

m u l t i p l y i n g the t o t a l C a l i f o r n i a business income of the taxpayer by 
a f r a c t i o n , the numerator of which i s the property f a c t o r p l u s the 
p a y r o l l f a c t o r , and the denominator of which i s two. For purposes of 
t h i s paragraph: 

(A) The property f a c t o r i s a f r a c t i o n , the numerator of which i s 
the average value of the taxpayer's r e a l and t a n g i b l e personal 
property owned or rented and used i n the e n t e r p r i s e zone during the 
income year, and the denominator of which i s the average value of a l l 
the taxpayer's r e a l and t a n g i b l e personal property owned or rented 
and used i n t h i s s t a t e during the income year. 

(B) The p a y r o l l f a c t o r i s a f r a c t i o n , the numerator of which i s 
the t o t a l amount p a i d by the taxpayer i n the e n t e r p r i s e zone during 
the income year f o r compensation, and the denominator of which i s the 
t o t a l compensation p a i d by the taxpayer i n t h i s s t a t e during the 
income year. 

(4) The p o r t i o n of any c r e d i t remaining, i f any, a f t e r a p p l i c a t i o n 
of t h i s s u b d i v i s i o n , s h a l l be c a r r i e d over to succeeding taxable 
years, as i f i t were an amount exceeding the "tax" f o r the taxable 
year, as provided i n s u b d i v i s i o n ( i ) . 

(k) The changes made to t h i s s e c t i o n by the act adding t h i s 
s u b d i v i s i o n s h a l l apply to taxable years on or a f t e r January 1, 1997. 

(1) The changes made to this section by the act adding this 
subdivision shall apply only to taxable years beginning on and after 
January 1, 2011. 

SEC. 6. This act provides f o r a tax levy w i t h i n the meaning of 
A r t i c l e IV of the C o n s t i t u t i o n and s h a l l go i n t o immediate e f f e c t . 
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BILL NUMBER: AB 232 INTRODUCED 
BILL TEXT 

INTRODUCED BY Assembly Members V. Manuel Perez and A l e j o 
(Coauthor: Assembly Member Bradford) 

FEBRUARY 2, 2 011 

An act to amend Sections 7071, 7073.1, 7074, 7076, 7076.1, 7081, 
7082, 7085, and 7085.1 of the Government Code, r e l a t i n g to economic 
development. 

LEGISLATIVE COUNSEL'S DIGEST 

AB 232, as introduced, V. Manuel Perez. Economic development: 
E n t e r p r i s e Zones. 

(1) The E n t e r p r i s e Zone Act provides that i t s purpose i s to 
st i m u l a t e business and i n d u s t r i a l growth i n the depressed areas of 
the s t a t e by r e l a x i n g r e g u l a t o r y c o n t r o l s that impede p r i v a t e 
investment. 

This b i l l would del e t e that purpose and i n s t e a d provide that the 
purpose of the act i s to help s t a b i l i z e l o c a l communities, a l l e v i a t e 
poverty, and enhance the s t a t e ' s economic p r o s p e r i t y through the 
implementation of p u b l i c and p r i v a t e l y funded programs and s e r v i c e s 
that s t i m u l a t e business and i n d u s t r i a l growth i n the depressed areas 
of the s t a t e . 

(2) The act p r o h i b i t s the de s i g n a t i o n of an e n t e r p r i s e zone i n 
which any boundary thereof i s drawn so as to include l a r g e r s t a b l e 
businesses or h e a v i l y r e s i d e n t i a l areas to the detriment of t r u l y 
economically depressed areas. 

This b i l l would d e l e t e that p r o h i b i t i o n . 
(3) The act aut h o r i z e s any c i t y , county, or c i t y and county with 

an e l i g i b l e area w i t h i n i t s j u r i s d i c t i o n to complete a p r e l i m i n a r y 
a p p l i c a t i o n f o r de s i g n a t i o n as an e n t e r p r i s e zone. The act r e q u i r e s 
the applying e n t i t y to e s t a b l i s h d e f i n i t i v e boundaries f o r the 
proposed e n t e r p r i s e zone and the targeted employment area. 

This b i l l would p r o h i b i t , i f a census t r a c t or p o r t i o n of a census 
t r a c t i ncluded i n an e n t e r p r i s e zone proposed on or a f t e r January 1, 
2011, i s w i t h i n , or p r e v i o u s l y was w i t h i n , the boundaries of a 
p r e v i o u s l y designated e n t e r p r i s e zone, the aggregate s i z e of the 
proposed e n t e r p r i s e zone from exceeding the s i z e of the p r e v i o u s l y 
designated e n t e r p r i s e zone by more than 10%. 

(4) The act r e q u i r e s the Department of Housing and Community 
Development, i n desi g n a t i n g e n t e r p r i s e zones, to s e l e c t from the 
a p p l i c a t i o n s submitted proposed e n t e r p r i s e zones that i n d i c a t e that 
they w i l l implement the most appropriate economic development 
s t r a t e g i e s and implementation plans u t i l i z i n g s t a t e and l o c a l 
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programs and i n c e n t i v e s to create jobs, a t t r a c t p r i v a t e sector 
investment, and improve the economic c o n d i t i o n s w i t h i n the zone 
proposed. The act enumerates, but does not l i m i t , the p o s s i b l e l o c a l 
i n c e n t i v e s to be used by proposed zones. 

This b i l l would add to that l i s t tax increment moneys and l o c a l 
f i n a n c i n g a u t h o r i t i e s under the Community Redevelopment Law, 
Workforce Investment Act moneys and programs funded by those moneys. 
Community Development Block Grant moneys, CalWORKs funding and other 
r e l a t e d resources, and l o c a l education e n t i t i e s , i n c l u d i n g K-12, 
adult education, community c o l l e g e s , and p u b l i c and p r i v a t e 
u n i v e r s i t i e s . 

(5} The act aut h o r i z e s a c i t y , county, or c i t y and county to 
propose that the e n t e r p r i s e zone be expanded by 15% to include 
d e f i n i t i v e boundaries that are contiguous to the e n t e r p r i s e zone. The 
act a u t h o r i z e s the department to approve an e n t e r p r i s e zone 
expansion based on s p e c i f i e d c r i t e r i a . The act a u t h o r i z e s a c i t y or 
county to propose to use an e l i g i b l e expansion allotment to expand 
i n t o an adjacent j u r i s d i c t i o n i f s p e c i f i e d c o n d i t i o n s e x i s t . The act 
auth o r i z e s an expansion area to contai n noncommercial or 
n o n i n d u s t r i a l land only i f that land i s a right-of-way and i s needed 
to meet the requirement f o r a contiguous expansion between an 
e x i s t i n g e n t e r p r i s e zone and a proposed expansion area. 

This b i l l would modify the immediately above a u t h o r i z a t i o n so that 
the act would aut h o r i z e an expansion area to contai n noncommercial 
land only i f that land i s a right-of-way. 

(6) The act r e q u i r e s the department to provide t e c h n i c a l 
a s s i s t a n c e to an e n t e r p r i s e zone w i t h respect to s p e c i f i e d 
a c t i v i t i e s . . 

This b i l l would a d d i t i o n a l l y r e q u i r e the department to serve as a 
l i a i s o n between the s t a t e and zone r e s i d e n t s , businesses, workers, 
n o n p r o f i t o r g a n i z a t i o n s , and l o c a l governments. The b i l l would 
r e q u i r e s t a t e agencies and departments to a f f i r m a t i v e l y support t h e i r 
r e g u l a t o r y r e s p o n s i b i l i t i e s under s p e c i f i e d p r o v i s i o n s of law, and 
to respond to requests made by and on the behalf of zones i n a manner 
co n s i s t e n t w i t h t h e i r s t a t u t o r y d u t i e s . 

(7) The act r e q u i r e s the department to audi t each g e o g r a p h i c a l l y 
t a r g e t e d economic development area (G-TEDA) at l e a s t once every 5 
years, as s p e c i f i e d , and to determine, f o r each a u d i t , a r e s u l t of 
sup e r i o r , pass, or f a i l , as s p e c i f i e d . The act sets f o r t h the 
c r i t e r i a f o r a G-TEDA to be determined superior or passing. 

This b i l l would r e q u i r e the department, i n undertaking these audit 
r e s p o n s i b i l i t i e s , to seek appropriate o p p o r t u n i t i e s to provide 
t e c h n i c a l a s s i s t a n c e and t r a i n i n g to help G-TEDAs address 
inadequacies i d e n t i f i e d i n the a u d i t . The b i l l would a l s o r e q u i r e the 
department to review s p e c i f i e d progress r e p o r t s submitted by a 
G-TEDA pursuant to a s p e c i f i e d p r o v i s i o n of law and to determine 
whether an a u d i t of the G-TEDA i s warranted. The b i l l would modify 
the c r i t e r i a f o r a G-TEDA to be determined superior or passing, as 
s p e c i f i e d . 

(8} The act r e q u i r e s , to the extent permitted by f e d e r a l law, the 
Employment Development Department and the State Department of 
Education to give high p r i o r i t y to the t r a i n i n g of unemployed 
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i n d i v i d u a l s who r e s i d e i n a targeted employment area or a designated 
e n t e r p r i s e zone. 

This b i l l would r e q u i r e a s t a t e e n t i t y , when developing workforce 
development and t r a i n i n g plans and s t r a t e g i e s , to consider how the 
G-TEDA programs could be i n t e g r a t e d i n order to maximize the b e n e f i t s 
to workers and businesses. The b i l l would a l s o r e q u i r e the 
Employment Development Department to provide l e t t e r s to unemployed 
pr o s p e c t i v e employees that could be used to c e r t i f y t h e i r e l i g i b i l i t y 
as a person p a r t i c i p a t i n g i n a program developed pursuant to 
s p e c i f i e d p r o v i s i o n s of law. 

(9) The act r e q u i r e s the O f f i c e of C r i m i n a l J u s t i c e Planning to 
give high p r i o r i t y to designated e n t e r p r i s e zones i n the a l l o c a t i o n 
of i t s program resources. 

This b i l l would modify that p r o v i s i o n to i n s t e a d r e q u i r e the 
P u b l i c Safety Branch and the V i c t i m Services Branch of the C a l i f o r n i a 
Emergency Management Agency to give high p r i o r i t y to designated 
e n t e r p r i s e zones i n the a l l o c a t i o n of program resources. 

(10} The act r e q u i r e s the governing board of a G-TEDA to report to 
the Department of Housing and Community Development by October 1, 
2008, and by that date every other year t h e r e a f t e r , on the a c t i v i t i e s 
of the G-TEDA i n the previous 2 f i s c a l years and i t s plans f o r the 
current and f o l l o w i n g f i s c a l year. The report i s re q u i r e d to in c l u d e 
s p e c i f i e d i nformation. 

This b i l l would a d d i t i o n a l l y r e q u i r e the report to include an 
i d e n t i f i c a t i o n of the f i n a n c i a l value of l o c a l i n c e n t i v e s provided 
during the report p e r i o d ; an i d e n t i f i c a t i o n of the f i n a n c i a l value of 
f e d e r a l and other s t a t e resources accessed to serve the r e s i d e n t s , 
workers, and businesses i n the G-TEDA; and s p e c i f i e d other 
i n f o r m a t i o n r e l a t i n g to the performance of the G-TEDA. 

(11) This b i l l would make other t e c h n i c a l , nonsubstantive changes 
updating the act. 

Vote: m a j o r i t y . A p p r o p r i a t i o n : no. F i s c a l committee: yes. 
State-mandated l o c a l program: no. 

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

SECTION 1. Sectio n 7071 of the Government Code i s amended to read: 

7071. The L e g i s l a t u r e f i n d s and declares as f o l l o w s : 
(a) The h e a l t h , s a f e t y , and welfare of the people of C a l i f o r n i a 

depend upon the development, s t a b i l i t y , and expansion of p r i v a t e 
business, i n d u s t r y , and commerce, and there are c e r t a i n areas w i t h i n 
the s t a t e that are economically depressed due to a lac k of investment 
i n the p r i v a t e s e c t o r . Therefore, i t i s declared to be the purpose 
of t h i s chapter t o he lp s t a b i l i z e l o c a l communities, a l l e v i a t e 
pove r ty , and enhance the s t a t e ' s economic p r o s p e r i t y through the 
implementa t ion o f p u b l i c and p r i v a t e l y funded programs and s e r v i c e s 
that s t i m u l a t e business and i n d u s t r i a l growth i n the depressed 
areas of the s t a t e --by—re-laxing r e g u l a t o r y cont-rol-s-that 
i-mpede—private—investment • . 

(b) The geographically targeted economic development area programs 
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are based on the economic p r i n c i p l e that t a r g e t i n g s i g n i f i c a n t 
i n c e n t i v e s to lower income communities a l l o w s these communities to 
more e f f e c t i v e l y compete f o r new bus inesses and r e t a i n e x i s t i n g 
bus inesses , which r e s u l t s i n i nc r ea sed tax revenues, l e s s r e l i a n c e on 
s o c i a l s e r v i c e s , and lower p u b l i c s a f e t y c o s t s . Res iden ts and 
bus inesses a l s o d i r e c t l y b e n e f i t f rom these more s u s t a i n a b l e economic 
c o n d i t i o n s through improved neighborhoods, bus iness expansion, and 
j o b c r e a t i o n . 
— — ( b ) I t 

(c) There fore , i t i s i n the 
economic i n t e r e s t of the s t a t e to have one strong, combined, 
and"- b u s i n e s s - f r i e n d l y , and community development 
i n c e n t i v e program to help a t t r a c t business and i n d u s t r y to the 

st a t e , to help r e t a i n and expand e x i s t i n g s t a t e business and 
in d u s t r y , and to create increased job o p p o r t u n i t i e s --f-or—a-ll-
C a l i f o r n i a n o . 

(-e-}—No e n t e r p r i s e zone s h a l l be deoignated-i-n-which any boundary 
theroof • i s drawn i n a manner-so-aa--to include l a r g e r s t a b l e 
businesoeo or - h e a v i l y - r e s i d e n t i a l areas to the det-r-iment--of—areas 
that arc tru-ly—eeonomi-ea-lly depressed. 

(d} Nothing i n t h i s chapter s h a l l be construed to i n f r i n g e upon 
r e g u l a t i o n s r e l a t i n g to the c i v i l r i g h t s , equal employment r i g h t s , 
equal opp o r t u n i t y r i g h t s , or f a i r housing r i g h t s of any person. 

SEC. 2. Se c t i o n 7073.1 of the Government Code i s amended t o read: 
7073.1. (a) Except as provided i n s u b d i v i s i o n — 

(f) , any c i t y , county, or c i t y and county w i t h 
an e l i g i b l e area w i t h i n i t s j u r i s d i c t i o n may complete a p r e l i m i n a r y 
a p p l i c a t i o n f o r d e s i g n a t i o n as an e n t e r p r i s e zone. The applying 
e n t i t y s h a l l e s t a b l i s h d e f i n i t i v e boundaries f o r the proposed 
e n t e r p r i s e zone and the targeted employment area. An e n t i t y may 
propose zones i n areas w i t h noncontiguous boundaries, and the 
department may designate those areas as zones i f the d i r e c t o r 
determines both of the f o l l o w i n g : 

(1) The noncontiguous area i s needed to implement the a p p l i c a n t ' s 
economic development st r a t e g y . 

(2) The excluded area between the proposed zone boundaries would 
not, based on the proposed economic strategy, a l s o b e n e f i t from the 
zone de s i g n a t i o n . 

(b) I f a census t r a c t o r p o r t i o n o f a census t r a c t i n c l u d e d i n an 
e n t e r p r i s e zone proposed i n an a p p l i c a t i o n submit ted to the 
department on o r a f t e r January 1, 2011, i s w i t h i n , o r p r e v i o u s l y was 
w i t h i n , the boundar ies o f a p r e v i o u s l y des ignated e n t e r p r i s e zone, 
then the aggregate s i z e o f the proposed e n t e r p r i s e zone s h a l l not 
exceed the s i z e o f the p r e v i o u s l y des ignated e n t e r p r i s e zone by more 
than 10 pe rcen t . 

(c) (1) In desig n a t i n g e n t e r p r i s e zones, the department 
s h a l l s e l e c t from the a p p l i c a t i o n s submitted those proposed 
e n t e r p r i s e zones that , upon a comparison of a l l of the a p p l i c a t i o n s 
submitted, i n d i c a t e that they propose the most appropriate economic 
development s t r a t e g y and implementation p l a n u t i l i z i n g s t a t e and 
l o c a l programs and i n c e n t i v e s to create jobs, a t t r a c t p r i v a t e s e c t o r 

Item: 
Rules & Legislation Committee 

March 17, 2011 



Dan Lindheim 
CEDA: Bill Analysis—Enterprise Zone reform AB 231, AB 232. and A B X l 11 Page 29 of 60 

investment, and improve the economic c o n d i t i o n s w i t h i n the zone 
proposed. The department s h a l l p r e s c r i b e a format that promotes 
s u c c i n c t and focused s t r a t e g i e s and plans, and set minimum standards 
f o r the s t r a t e g i e s and plans. For the purposes of t h i s s u b d i v i s i o n , 
important elements of a s t r a t e g y or pl a n may inc l u d e , but are not 
l i m i t e d t o , a l l of the f o l l o w i n g : 

(A) An assessment of current f i n a n c i a l and community development 
strengths, needs, and o p p o r t u n i t i e s . 

(B) A framework f o r investment of time, a c t i o n , and money. 
(C) Clear a r t i c u l a t i o n of goals. 
(D) Measurable o b j e c t i v e s , i n c l u d i n g t a r g e t s . 
(E) Proposed implementation a c t i v i t i e s and tasks, i n c l u d i n g 

timeframes, and a framework f o r e v a l u a t i n g performance, i n c l u d i n g 
q u a l i t a t i v e and q u a n t i t a t i v e benchmarks. 

(F) An identification of local resources, including incentives, 
the jurisdiction will utilize to implement the strategy or plan and 
how those resources will help to leverage or maximize the benefit of 
state resources that become available for enterprise zone 
communities, 

(2} For purposes of t h i s s u b d i v i s i o n , l o c a l resources 
i n c e n t i v e s may inc l u d e , but are not l i m i t e d t o , a l l of the f o l l o w i n g : 

(A) The suspension or r e l a x a t i o n of l o c a l l y o r i g i n a t e d or modified 
b u i l d i n g codes, zoning laws, general development plans, or rent 
c o n t r o l s . 

(B) The e l i m i n a t i o n or re d u c t i o n of fees f o r a p p l i c a t i o n s , 
permits, and l o c a l government s e r v i c e s . 

(C) The establishment of a streamlined permit process. 
(D} E l i m i n a t i o n or re d u c t i o n of c o n s t r u c t i o n taxes or business 

l i c e n s e taxes. 
(E} The p r o v i s i o n or expansion of i n f r a s t r u c t u r e . 
(F} The t a r g e t i n g of f e d e r a l block grant moneys, i n c l u d i n g small 

c i t i e s , education, and h e a l t h and welfare block grants. 
(G) The t a r g e t i n g of economic development grants and loan moneys, 

i n c l u d i n g grant and loan moneys provided by the United States 
Department of Housing and Urban Development. 

(H} The t a r g e t i n g of s t a t e and f e d e r a l job disadvantaged and 
v o c a t i o n a l education grant moneys, i n c l u d i n g moneys provided by the 
f e d e r a l Workforce Investment Act of 1998 (Pub l i c Law 105-220}, or i t s 
successor. 

(I) The t a r g e t i n g of f e d e r a l or s t a t e t r a n s p o r t a t i o n grant moneys. 

(J) The t a r g e t i n g of f e d e r a l or s t a t e low-income housing and 
r e n t a l a s s i s t a n c e moneys. 

(K) The use of tax a l l o c a t i o n bonds, s p e c i a l assessment bonds, 
bonds under the Mello-Roos Community F a c i l i t i e s Act of 1982 (Chapter 
2.5 (commencing w i t h S e c t i o n 53311) of Part 1 of D i v i s i o n 2 of T i t l e 
5), i n d u s t r i a l development bonds, revenue bonds, p r i v a t e a c t i v i t y 
bonds, housing bonds, bonds issued pursuant to the Marks-Roos Lo c a l 
Bond Pooling Act of 1985 ( A r t i c l e 4 (commencing with S e c t i o n 6584) of 
Chapter 5), c e r t i f i c a t e s of p a r t i c i p a t i o n , h o s p i t a l bonds, 
redevelopment bonds, school bonds, and a l l s p e c i a l p r o v i s i o n s 
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provided f o r under f e d e r a l tax law f o r e n t e r p r i s e community or 
empowerment zone bonds. 

(L) Redevelopment tax increment moneys and local financing 
authorities. 

(M) Workforce Investment Act moneys and programs funded with those 
moneys. 

(N) Community Development Block Grant moneys. 
(O) CalWORKs funding and other related resources. 
(P) Local education entities, including K-12, adult education, 

community colleges, and public and private universities. 
(3) When de s i g n a t i n g new e n t e r p r i s e zones, the department s h a l l 

take i n t o c o n s i d e r a t i o n the l o c a t i o n of e x i s t i n g zones and make every 
e f f o r t to l o c a t e new zones i n a manner that w i l l not adversely 
a f f e c t any e x i s t i n g zones. 

(4) When reviewing and ranking new e n t e r p r i s e zone a p p l i c a t i o n s , 
the department s h a l l give bonus p o i n t s to a p p l i c a t i o n s from 
j u r i s d i c t i o n s that meet minimum t h r e s h o l d p o i n t s and at l e a s t two of 
the f o l l o w i n g c r i t e r i a : 

(A) The percentage of households w i t h i n the census t r a c t s of the 
proposed e n t e r p r i s e zone area, the income of which i s below the 
poverty l e v e l , i s at l e a s t 17.5 percent. 

(B) The average unemployment r a t e f o r the census t r a c t s of the 
proposed e n t e r p r i s e zone area was not l e s s than f i v e percentage 
p o i n t s above the statewide average f o r the most recent calendar year 
as determined by the Employment Development Department. 

(C) The a p p l i c a n t j u r i s d i c t i o n has, and can document that i t has, 
a unique d i s t r e s s f a c t o r a f f e c t i n g long-term economic development, 
i n c l u d i n g , but not l i m i t e d to, resource d e p l e t i o n , p l a n t c l o s u r e , 
i n d u s t r y r e c e s s i o n , n a t u r a l d i s a s t e r , or m i l i t a r y base c l o s u r e . 

(5} Except as modified pursuant to paragraph (4), a p p l i c a t i o n s 
s h a l l be ranked by the appropriateness of the economic development 
s t r a t e g y and implementation plan, i n c l u d i n g a l l of the f o l l o w i n g : 

(A) The extent the st r a t e g y c l e a r l y i d e n t i f i e s the l o c a l 
resources, i n c e n t i v e s , and programs that w i l l be made a v a i l a b l e to 
the zone f o r meeting i t s goals and o b j e c t i v e s . 

(B} The extent the st r a t e g y provides f o r a t t r a c t i n g p r i v a t e sector 
investment. 

(C} The extent the st r a t e g y i n c l u d e s r e l a t e d r e g i o n a l and 
community-based p a r t n e r s h i p s f o r a c h i e v i n g the goals and o b j e c t i v e s 
i n the str a t e g y . 

(D) The extent the st r a t e g y f i t s w i t h i n the j u r i s d i c t i o n ' s o v e r a l l 
economic development strategy, i n c l u d i n g the extent the s t r a t e g y and 
implementation p l a n i s appropriate f o r the l o c a l community. 

(E) The extent the st r a t e g y addresses the h i r i n g and r e t e n t i o n of 
unemployed or underemployed r e s i d e n t s or low-income i n d i v i d u a l s i n 
the proposed zone and surrounding areas. 

(F) The extent the st r a t e g y sets reasonable and measurable 
benchmarks, goals, and o b j e c t i v e s . 

(G) The extent the st r a t e g y sets f o r t h an appropriate funding 
schedule f o r management, ov e r s i g h t , and program d e l i v e r y w i t h i n the 
zone r e l a t i v e to the benchmarks, goals, and o b j e c t i v e s i n the 
stra t e g y . 
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(H) The extent that the economic development s t r a t e g y has a 
comprehensive i n c e n t i v e package f o r a t t r a c t i n g p r i v a t e investment to 
the e n t e r p r i s e zone. 

(d) In e v a l u a t i n g a p p l i c a t i o n s f o r designation, the 
department s h a l l ensure that a p p l i c a t i o n s are not d i s q u a l i f i e d s o l e l y 
because of t e c h n i c a l d e f i c i e n c i e s , and s h a l l provide a p p l i c a n t s with 
an o p p o r t u n i t y to c o r r e c t the d e f i c i e n c i e s . A p p l i c a t i o n s s h a l l be 
d i s q u a l i f i e d i f the d e f i c i e n c i e s are not c o r r e c t e d w i t h i n two weeks. 

^ 
(e) Except upon dedesignation pursuant to s u b d i v i s i o n 

(c) of S e c t i o n 7076.1, S e c t i o n 7076.2, or Se c t i o n 7085.1, a 
d e s i g n a t i o n made by the department s h a l l be binding f o r a p e r i o d of 
15 years from the date of the o r i g i n a l d e s i g n a t i o n . 

(^ 
(f) This s e c t i o n s h a l l only apply to e n t e r p r i s e zone 

a p p l i c a t i o n s f o r which the department has issued a s o l i c i t a t i o n f o r 
new e n t e r p r i s e zone designations on or a f t e r January 1, 2007. 

SEC. 3. S e c t i o n 7074 of the Government Code i s amended to read: 
7074. (a) In the case of any e n t e r p r i s e zone, i n c l u d i n g an 

e n t e r p r i s e zone formerly designated as an e n t e r p r i s e zone pursuant to 
Chapter 12.8 (commencing with S e c t i o n 7070} as i t read p r i o r to 
January 1, 1997, or as a program area pursuant to Chapter 12.9 
(commencing w i t h S e c t i o n 7080} as i t read p r i o r to January 1, 1997, a 
c i t y , county, or c i t y and county may propose that the e n t e r p r i s e 
zone be expanded by 15 percent to inc l u d e d e f i n i t i v e boundaries that 
are contiguous to the e n t e r p r i s e zone. 

(b) The department may approve an e n t e r p r i s e zone expansion 
proposed pursuant to t h i s s e c t i o n based on the f o l l o w i n g c r i t e r i a : 

(1) Each of the adjacent j u r i s d i c t i o n s ' governing bodies approves 
the expansion by adoption of an ordinance or r e s o l u t i o n . 

(2) Land included w i t h i n the proposed expansion i s zoned f o r 
i n d u s t r i a l , or commercial use. 

(3} Basic i n f r a s t r u c t u r e , i n c l u d i n g , but not l i m i t e d to, gas, 
water, e l e c t r i c a l s e r v i c e , and sewer systems, i s a v a i l a b l e to the 
area that would be i n c l u d e d i n the expansion. 

(c) A c i t y , county, or c i t y and county may propose to use an 
e l i g i b l e expansion allotment to expand i n t o an adjacent j u r i s d i c t i o n 
pursuant to t h i s s e c t i o n i f the department f i n d s that a l l of the 
f o l l o w i n g c o n d i t i o n s e x i s t : 

(1} The governing body of the l o c a l agency with j u r i s d i c t i o n over 
the e x i s t i n g e n t e r p r i s e zone and the governing body of the l o c a l 
agency w i t h j u r i s d i c t i o n over the proposed expansion area each 
approve the expansion by adoption of an ordinance or r e s o l u t i o n . The 
ordinance or r e s o l u t i o n by the j u r i s d i c t i o n c o n t a i n i n g the proposed 
expansion area s h a l l i n d i c a t e that the j u r i s d i c t i o n w i l l provide the 
same or equivalent l o c a l i n c e n t i v e s as provided by the j u r i s d i c t i o n 
of the e x i s t i n g e n t e r p r i s e zone. 

(2} (A) Land included w i t h i n the proposed expansion i s zoned f o r 
i n d u s t r i a l or commercial use. 

(B) An expansion area may c o n t a i n noncommercial or n o n i n d u s t r i a l 

Item: 
Rules & Legislation Committee 

March 17, 2011 



Dan Lindheim 
CEDA: Bill Analysis-Enterprise Zone reform AB 231, AB 232. and A B X l 11 Page 32 of 60 

land only i f that land i s a right-of-way • and i s needed t-e 
meet t-he—requi-^ement--for a-contiguous expansion between' an e x i s t i n g 
c n t c r p r i o G zonO'and a proposed expansion-area . 

(3) Basic i n f r a s t r u c t u r e , i n c l u d i n g , but not l i m i t e d to, gas, 
water, e l e c t r i c a l s e r v i c e , and sewer systems, i s a v a i l a b l e to the 
area that would be in c l u d e d i n the expansion. 

(4) The expansion area i s contiguous to the e x i s t i n g e n t e r p r i s e 
zone. 

(d) (1) Except as otherwise provided i n paragraph (2), i n no event 
s h a l l an e n t e r p r i s e zone be permitted to expand more than 15 percent 
i n s i z e from i t s s i z e on the date of o r i g i n a l d e s i g n a t i o n , i n c l u d i n g 
any expansion a u t h o r i z e d pursuant to Chapter 12.8 (commencing with 
S e c t i o n 7070}, or Chapter 12.9 (commencing with S e c t i o n 7080), as 
those chapters read p r i o r to January 1, 1997. 

(2} I f an e n t e r p r i s e zone, on the date of o r i g i n a l d e s i g n a t i o n , i s 
no g r e a t e r than 13 square miles, i t may be permitted to expand up to 
20 percent i n s i z e from i t s s i z e on the date of o r i g i n a l 
d e s i g n a t i o n , 

(e) A c i t y , county, or c i t y and county may propose expansion i n t o 
a noncontiguous area i f the department f i n d s both of the f o l l o w i n g : 

(1) The noncontiguous area i s needed to implement the e n t e r p r i s e 
zone's economic development strategy. 

(2) The excluded areas between the proposed new boundaries would 
not, based on the e n t e r p r i s e zone's economic development s t r a t e g y , 
a l s o b e n e f i t from e n t e r p r i s e zone expansion. 

SEC. 4. S e c t i o n 7076 of the Government Code i s amended to read: 

fa) (1) 
7076. (a) The department shall serve as a liaison 

between the state and zone residents, businesses, workers, nonprofit 
organizations, and local governments. State agencies and departments 
shall affirmatively support their statutory responsibilities under 
this part, and respond to requests made by and on behalf of 
enterprise zones in a manner consistent with their statutory duties. 

(b) (1) The department 
s h a l l provide t e c h n i c a l a s s i s t a n c e to the e n t e r p r i s e zones 
designated pursuant to t h i s chapter w i t h respect to a l l of the 
f o l l o w i n g a c t i v i t i e s : 

(A) Furnish l i m i t e d o n s i t e a s s i s t a n c e to the e n t e r p r i s e zones when 
appropriate. 

(B) Ensure that the l o c a l i t y has developed a method to make 
r e s i d e n t s , businesses, and neighborhood o r g a n i z a t i o n s aware of the 
o p p o r t u n i t i e s to p a r t i c i p a t e i n the program. 

(C} Help the l o c a l i t y develop a marketing program f o r the 
e n t e r p r i s e zone. 

(D) Coordinate a c t i v i t i e s of other s t a t e agencies regarding the 
e n t e r p r i s e zones. 

(E) Monitor the progress of the program. 
(F) Help businesses to p a r t i c i p a t e i n the program. 
(2) Notwithstanding e x i s t i n g law, the p r o v i s i o n of s e r v i c e s i n 

subparagraphs (A) to (F), i n c l u s i v e , s h a l l be a high p r i o r i t y of the 
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department. 
(3) The department may, at i t s d i s c r e t i o n , undertake other 

a c t i v i t i e s i n p r o v i d i n g management and t e c h n i c a l a s s i s t a n c e f o r 
su c c e s s f u l implementation of t h i s chapter. 
—m-

(c) The a p p l i c a n t s h a l l be re q u i r e d to begin 
implementation of the e n t e r p r i s e zone p l a n contained i n the f i n a l 
a p p l i c a t i o n w i t h i n s i x months a f t e r n o t i f i c a t i o n of f i n a l d e s i g n a t i o n 
or the e n t e r p r i s e zone s h a l l lose i t s d e s i g n a t i o n . 

fef 
(d) The department s h a l l assess a fee of f i f t e e n 

d o l l a r s ($15) on each e n t e r p r i s e zone and manufacturing enhancement 
area f o r each a p p l i c a t i o n f o r issuance of a c e r t i f i c a t e pursuant to 
s u b d i v i s i o n (j) of Se c t i o n 17053.47 of, s u b d i v i s i o n (c) of Se c t i o n 
17053.74 of, s u b d i v i s i o n (c) of Se c t i o n 23622.7 of, or s u b d i v i s i o n 
(i ) of Se c t i o n 23622.8 of, the Revenue and Taxation Code. The 
department s h a l l c o l l e c t the fee f o r deposit i n t o the E n t e r p r i s e Zone 
Fund, pursuant to Se c t i o n 7072.3, f o r the costs of a d m i n i s t e r i n g 
t h i s chapter. The e n t e r p r i s e zone or manufacturing enhancement area 
a d m i n i s t r a t o r s h a l l c o l l e c t t h i s fee at the time an a p p l i c a t i o n i s 
submitted f o r issuance of a c e r t i f i c a t e . 

SEC. 5. Se c t i o n 7076.1 of the Government Code i s amended to read: 
7076.1. (a} The department may audi t the program of any 

j u r i s d i c t i o n i n any designated G-TEDA at any time during the dur a t i o n 
of the des i g n a t i o n , as appropriate. However, the department s h a l l 
a u d i t each G-TEDA at l e a s t once every f i v e years from the date of 
de s i g n a t i o n or the operative date of t h i s s e c t i o n , whichever i s the 
l a t e s t . The matters to be examined i n the course of an audi t s h a l l 
i n c l u d e an examination of the progress made by the G-TEDA toward 
meeting the goals, obj e c t i v e s , and commitments set f o r t h i n i t s 
o r i g i n a l a p p l i c a t i o n and the department's memorandum of understanding 
with the G-TEDA. 

(b) The department s h a l l , f o r each a u d i t , determine a r e s u l t of 
sup e r i o r , pass, or f a i l i n accordance w i t h s u b d i v i s i o n (c). The 
r e s u l t s of each aud i t s h a l l be based upon the success of the G-TEDA 
i n making s u b s t a n t i a l and sustained e f f o r t s s i n c e the l a t e r of i t s 
d e s i g n a t i o n or l a s t a u d i t to meet the standards, c r i t e r i a , and 
co n d i t i o n s containeci i n the a p p l i c a t i o n and the memorandum of 
understanding (MOU) between the department and the G-TEDA, as may be 
amended pursuant to the agreement of the G-TEDA and the department. 
In each a u d i t , the department s h a l l focus upon the G-TEDA's use of 
the marketing plan, l o c a l i n c e n t i v e s , f i n a n c i n g programs, job 
development, arid program management as described i n the a p p l i c a t i o n 
and the MOU. The department s h a l l a l s o evaluate the vouchering plan, 
s t a f f i n g l e v e l s , budget, and elements unique to each a p p l i c a t i o n . 

(c} For purposes of s u b d i v i s i o n (b}, an audi t determination of 
sup e r i o r , pass, or f a i l s h a l l be made i n accordance w i t h the 
f o l l o w i n g : 

(1) A G-TEDA w i l l be determined to be superior i f each 
j u r i s d i c t i o n comprising the G-TEDA does a l l of the f o l l o w i n g : 

(A) Meets 100 percent of i t s goals, obj e c t i v e s , and commitments as 
defi n e d i n i t s a p p l i c a t i o n , most recent a u d i t , b i e n n i a l report, and 
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memorandum of understanding w i t h the department, and as determined by 
the department i n c o n s u l t a t i o n w i t h the G-TEDA. An equivalent or 
s i m i l a r commitment may be s u b s t i t u t e d f o r an e x i s t i n g commitment of a 
G-TEDA i f i t i s determined by the department that an o r i g i n a l 
commitment was not r e a l i s t i c a l l y p r a c t i c a l or i s no longer r e l e v a n t . 

(B) Demonstrates that i t has reviewed and updated i t s goals, 
o b j e c t i v e s , and commitments as defined i n i t s o r i g i n a l a p p l i c a t i o n , 
most recent a u d i t , b i e n n i a l report, and memorandum of understanding 
w i t h the department. 

(C) I d e n t i f i e s to the department's s a t i s f a c t i o n that i t has 
incorpor a t e d economic development commitments i n a d d i t i o n to those 
commitments p r e v i o u s l y made i n i t s a p p l i c a t i o n . 

(2) (A) A G-TEDA w i l l be determined to be passing i f each 
j u r i s d i c t i o n comprising the area meets or exeeeds 
75 to 90 percent of i t s goals, o b j e c t i v e s , or commitments 
as defined i n i t s o r i g i n a l a p p l i c a t i o n , most recent a u d i t , b i e n n i a l 
r e p o r t , and memorandum of understanding with the department, and as 
determined by the department i n c o n s u l t a t i o n w i t h the G-TEDA. An 
equivalent or s i m i l a r commitment may be s u b s t i t u t e d f o r an e x i s t i n g 
commitment of a G-TEDA i f i t i s determined by the department that an 
o r i g i n a l commitment was not r e a l i s t i c a l l y p r a c t i c a l or i s no longer 
r e l e v a n t . 

(B} Any G-TEDA that i s determined to be passing may appeal i n 
w r i t i n g to the department f o r a determination of sup e r i o r . Only one 
appeal may be f i l e d pursuant to t h i s subparagraph w i t h respect to a 
determination by the department, and may be f i l e d no l a t e r than 30 
days a f t e r the G-TEDA's r e c e i p t of the determination to which the 
appeal p e r t a i n s . The department s h a l l respond i n w r i t i n g to any 
appeal that i s p r o p e r l y f i l e d pursuant to t h i s subparagraph w i t h i n 60 
days of the date of that f i l i n g . 

(3} (A} A G-TEDA w i l l be determined to be f a i l i n g i f any 
j u r i s d i c t i o n comprising the G-TEDA f a i l s to meet or exceed 75 percent 
of i t s goals, o b j e c t i v e s , or commitments as defined i n i t s o r i g i n a l 
a p p l i c a t i o n , most recent a u d i t , b i e n n i a l r e p o r t , and memorandum of 
understanding with the department, and as determined by the 
department i n c o n s u l t a t i o n with the G-TEDA. An equivalent or s i m i l a r 
commitment may be s u b s t i t u t e d f o r an e x i s t i n g commitment of a G-TEDA 
i f i t i s determined by the department that an o r i g i n a l commitment was 
not r e a l i s t i c a l l y p r a c t i c a l or i s no longer r e l e v a n t . 

(B) Any G-TEDA that i s determined to be f a i l i n g s h a l l enter i n t o a 
w r i t t e n agreement w i t h the department that s p e c i f i e s those items 
that the G-TEDA i s re q u i r e d to remedy or improve. F a i l u r e of the 
G-TEDA and the department to negotiate and enter i n t o a w r i t t e n 
agreement as so described w i t h i n 60 days of the l a s t day upon which 
the department i s re q u i r e d to d e l i v e r a response l e t t e r pursuant to 
subparagraph (C} of paragraph (4) s h a l l r e s u l t i n the 
dedesignation of the G-TEDA on January 1 immediately f o l l o w i n g the 
department's w r i t t e n n o t i c e of dedesignation to the G-TEDA. 
A 

(C) A w r i t t e n agreement entered 
i n t o pursuant to t h i s -subparagraph paragraph 
s h a l l be f o r a six-month p e r i o d . I f , upon the e x p i r a t i o n of the 
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agreement, the department determines that the G-TEDA has not met or 
implemented at l e a s t '75 percent of the c o n d i t i o n s set f o r t h i n the 
agreement, the department s h a l l , a f t e r immediately p r o v i d i n g w r i t t e n 
n o t i f i c a t i o n to each j u r i s d i c t i o n comprising the G-TEDA that the 
G-TEDA i s to be dedesignated , dodooignatc 
Dedesignation of the G-TEDA i s e f f e c t i v e on the 
f i r s t day of the month next f o l l o w i n g the date upon which the 
agreement expired. I f , upon e x p i r a t i o n of the agreement, the 
department determines that the G-TEDA has met or implemented at l e a s t 
7 5 percent of the c o n d i t i o n s set f o r t h i n the agreement, the 
department s h a l l do e i t h e r of the f o l l o w i n g : 

(i) A l low the G-TEDA an a d d i t i o n a l year, or a longer p e r i o d i n the 
department's d i s c r e t i o n , to meet or implement those c o n d i t i o n s i n 
t h e i r e n t i r e t y . 

( i i ) Pursuant to w r i t t e n n o t i c e provided immediately to each 
j u r i s d i c t i o n that comprises the G-TEDA that the G-TEDA i s to be 
dedesignated, dedesignate the G-TEDA e f f e c t i v e on January 1 
immediately f o l l o w i n g the date of the department's w r i t t e n 
n o t i f i c a t i o n of dedesignation to those j u r i s d i c t i o n s . 

A i i y 

(D) Any business, l o c a t e d w i t h i n 
any j u r i s d i c t i o n that comprises a G-TEDA that has been dedesignated, 
that has e l e c t e d to a v a i l i t s e l f of any s t a t e tax i n c e n t i v e 
s p e c i f i c a l l y a p p l i c a b l e to a G-TEDA f o r any taxable or income year 
beginning p r i o r to the dedesignation of the G-TEDA may, to the extent 
the business i s otherwise s t i l l e l i g i b l e f o r those i n c e n t i v e s , 
continue to a v a i l i t s e l f of those i n c e n t i v e s f o r a p e r i o d equal t o 
the remaining l i f e of the G-TEDA. However, any business, l o c a t e d 
w i t h i n any j u r i s d i c t i o n that comprises a G-TEDA that has been 
dedesignated, that has not a v a i l e d i t s e l f of any s t a t e tax i n c e n t i v e 
i n the manner described i n the preceding sentence may not, a f t e r 
dedesignation of the G-TEDA, a v a i l i t s e l f of any s t a t e i n c e n t i v e 
s p e c i f i c a l l y a p p l i c a b l e to a G-TEDA. 

(4) (A) Notwithstanding paragraphs (1} to (3), i n c l u s i v e , a G-TEDA 
s h a l l be determined to be f a i l i n g i f any j u r i s d i c t i o n comprising the 
G-TEDA, i n the determination of the d i r e c t o r , provides funding 
support i n at l e a s t three of the previous f i v e years at a l e v e l that 
i s l e s s than 75 percent of the amount committed to i n the G-TEDA's 
memorandum of understanding with the department. 

(B} In the event that a G-TEDA i s determined to be f a i l i n g 
pursuant to t h i s paragraph, subparagraph (B} of paragraph (3) s h a l l 
apply. 

(C) Any G-TEDA that i s determined to be f a i l i n g pursuant to t h i s 
paragraph may appeal i n w r i t i n g to the department. The appeal s h a l l 
be f i l e d w i t h i n 30 days of the G-TEDA's r e c e i p t of the determination 
to which the appeal p e r t a i n s . The department s h a l l 'respond i n w r i t i n g 
to any appeal that i s p r o p e r l y f i l e d w i t h i n 60 days of the date of 
f i l i n g . 

(d) In undertaking its audit responsibilities pursuant to this 
section, the department shall seek appropriate opportunities to 
provide technical assistance and training to help G-TEDAs address 
inadequacies identified through the audit progress in the program. 
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A s s i s t a n c e may i n c l u d e , tiut i s not l i m i t e d to, workshops, mentor ing 
programs, ancj r e f e r r a l s to other f e d e r a l , s t a t e , and l o c a l p u b l i c and 
p r i v a t e e n t i t l e s . 
—m-

(e) (1) For purposes of t h i s s e c t i o n , "dedesignation" 
means that a G-TEDA i s no longer a G-TEDA f o r purposes of e i t h e r 
S e c t i o n 7073 or 7085. 

(2) Upon n o t i f i c a t i o n by the department of the dedesignation of a 
G-TEDA and the end of the appeal p e r i o d with respect to that 
dedesignation, the department s h a l l i n i t i a t e an a p p l i c a t i o n process 
f o r a new de s i g n a t i o n as provided i n Secti o n 7073, 7073,8, 7085, 
7097, or 7114. 

( f ) In addition to any other oversight activities that the 
department determines are appropriate and necessary, the department 
shall review the progress reports submitted by a G-TEDA pursuant to 
Section 7035.1 and determine whether an audit is warranted. 

SEC. 6. Se c t i o n 7081 of the Government Code i s amended to read: 
7081. (&) Notwithstanding any other 

p r o v i s i o n of s t a t e law, and to the extent permitted by f e d e r a l law, 
the Employment Development Department and the State Department of 
Education s h a l l give high p r i o r i t y to the t r a i n i n g of unemployed 
i n d i v i d u a l s who re s i d e i n a targeted employment area or a designated 
e n t e r p r i s e zone. The 

(b) When developing workforce development and training plans and 
strategies, including, but not limited to, federal Workforce 
Development Act funds, a state entity shall consider how the G-TEDA 
programs could be integrated so as to maximize the benefits to 
workers and businesses. 

(c) The Employment Development Department shall, consistent with 
its duties to assist unemployed workers who are registered in the 
one-stop career centers, provide letters to unemployed prospective 
employees that could be 
used to certify their eligibility as a person participating in a 
program developed pursuant to the federal Workforce Investment Act of 
1998 (Public Law 105-220). 

(d) The department may a s s i s t 
l o c a l i t i e s i n d e s i g n a t i n g l o c a l business, labor, and education 
c o n s o r t i a t o broker a c t i v i t i e s between the employment community and 
educ a t i o n a l and t r a i n i n g i n s t i t u t i o n s . Any a v a i l a b l e d i s c r e t i o n a r y 
funds may be used to a s s i s t the c r e a t i o n of those c o n s o r t i a . 

SEC. 7. Se c t i o n 7082 of the Government Code i s amended to read: 
7082. Notwithstanding any other p r o v i s i o n of law, the 

O f f i c e of Cri-m-i-aa-l—Jugt-i-GC"-rlanning P u b l i c S a f e t y 
Branch and the V i c t i m S e r v i c e s Branch o f the C a l i f o r n i a Emergency 
Management Agency s h a l l give high p r i o r i t y to designated 
e n t e r p r i s e zones i n the a l l o c a t i o n of i t s program 
resources. 

SEC. 8. Se c t i o n 7085 of the Government Code i s amended to read: 
7085. (a) Notwithstanding S e c t i o n 7550.5, the department s h a l l 

submit a report to the L e g i s l a t u r e every f i v e years beginning January 
1, 1998, that evaluates the e f f e c t of the program on employment, 
investment, and incomes, and on s t a t e and l o c a l tax revenues i n 
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designated enterprise zones. The report shall include a department 
review of the progress and effectiveness of each enterprise zone, 
including, but not limited to, any efforts made regarding training of 
unemployed individuals pursuant to Section 7081. The Employment 
Development Department shall, for the purposes of the report, provide 
the department with existing data on unemployed individuals 
receiving training. The Franchise Tax Board shall make available to 
the department and the Legislature aggregate information on the 
dollar value of enterprise zone tax credits that are claimed each 
year by businesses pursuant to Section 7085.5 

(b) An e n t e r p r i s e zone governing body s h a l l provide i n f o r m a t i o n at 
the request of the department as necessary f o r the department to 
prepare the report r e q u i r e d pursuant to s u b d i v i s i o n (a). 
• SEC. 9. S e c t i o n 7085.1 of the Government Code i s amended to read: 

7085.1. (a) The governing board of the G-TEDA s h a l l report to the 
department by October 1, 2008, and by that date every other year 
t h e r e a f t e r , on the a c t i v i t i e s of the G-TEDA i n the previous two 
f i s c a l years and i t s plans f o r the current and f o l l o w i n g f i s c a l year. 
The b i e n n i a l report s h a l l i n c l u d e Qt' -least both 

a l l of the f o l l o w i n g : 
(1} The progress the G-TEDA has made during the p e r i o d covered by 

Che report r e l a t i v e to i t s goals, o b j e c t i v e s , and commitments set 
f o r t h i n i t s o r i g i n a l a p p l i c a t i o n and the department's memorandum of 
understanding with the G-TEDA. 

(2) I d e n t i f i c a t i o n of the previous two years' funding, i n c l u d i n g 
i n - k i n d funding. The previous two years' funding l e v e l s s h a l l be 
compared to the funding l e v e l s i d e n t i f i e d i n i t s o r i g i n a l a p p l i c a t i o n 
and the department's memorandum of understanding w i t h the G-TEDA, 
and the amount i d e n t i f i e d i n the previous year's b i e n n i a l r e p o r t . An 
expl a n a t i o n of any meaningful d i s c r e p a n c i e s i n these amounts s h a l l be 
provided. 

(3) Identification of the financial value of local incentives 
provided during the report period, and identification of the 
financial value of federal and other state resources accessed to 
serve the residents, workers, and businesses in the G-TEDA. 

(4) The following information based on the certification 
applications approved in the zones relating to the hiring credit: 

(A) The number of jobs for which the hiring credits are certified. 

(B) The number of new employees for which hiring credits were 
certified. 

(C) The number of employees replacing previous employees for which 
hiring credits were certified. 

(D) The range of employee wage rates that were certified. 

(E) The number o f bus inesses o b t a i n i n g c e r t i f i e d h i r i n g tax 
c r e d i t s. 

(F) An aggregate summary of the Worth American Industry 
Classification System (NAICS) codes to the third digit of the 
businesses applying for hiring tax credit employee certification. 
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(G) An aggregate summary of the size of businesses based on annual 
gross revenues receiving certification of employee hiring credits. 

(b) A copy of the b i e n n i a l report developed pursuant to 
s u b d i v i s i o n (a) s h a l l a l s o be submitted to the l e g i s l a t i v e bodies of 
the l o c a l j u r i s d i c t i o n s comprising the G-TEDA. The progress of the 
G-TEDA i n meeting the goals, o b j e c t i v e s , and commitments set f o r t h i n 
the o r i g i n a l a p p l i c a t i o n and the memorandum of understanding w i t h 
the department s h a l l be reviewed at l e a s t b i e n n i a l l y by these 
l e g i s l a t i v e bodies — , — c i t h e r as p a r t - o f -the approval of the 
G TEDA'o annual work plan—or-• s e p a r a t e l y , — a t the-disc-retion of the 
1-eg-i-elat-ive body- . 

(c} (1} G-TEDAs designated p r i o r to January 1, 2007, s h a l l have 
u n t i l A p r i l 15, 2008, to update t h e i r benchmarks, goals, o b j e c t i v e s , 
and funding l e v e l s f o r a d m i n i s t e r i n g the G-TEDA program, i n order to 
make them measurable and conducive to the s u c c e s s f u l completion of 
the economic development st r a t e g y . The l o c a l l e g i s l a t i v e body and the 
department s h a l l approve the updated goals and o b j e c t i v e s . The 
updated goals and o b j e c t i v e s s h a l l be included as an update to the 
e x i s t i n g memorandum of understanding between the G-TEDA and the 
department. 

(2} G-TEDAs that f a i l to o b t a i n approved updated goals and 
o b j e c t i v e s by A p r i l 15, 2008, s h a l l be dedesignated e f f e c t i v e J u l y 1, 
2008. The D i r e c t o r of Housing and Community Development s h a l l 
provide n o t i c e of pr o s p e c t i v e dedesignation to the l o c a l government 
no l a t e r than May 1, 2008. The d i r e c t o r may auth o r i z e up to two 
60-calendar-day extensions, i f the l o c a l government and G-TEDA are 
a c t i n g i n good f a i t h and the a d d i t i o n a l time would a l l o w them to meet 
the requirements of t h i s s u b d i v i s i o n . Businesses l o c a t e d w i t h i n a 
G-TEDA that have been dedesignated s h a l l continue to have access t o 
tax i n c e n t i v e s p r e v i o u s l y a u t h o r i z e d w i t h i n the 6-TEDA pursuant to 
Se c t i o n 7082 . 2. 

(3) G-TEDAs designated p r i o r to January 1, 2007, are not re q u i r e d 
to implement the b i e n n i a l r e p o r t i n g requirements of s u b d i v i s i o n s (a) 
and (b) u n t i l October 1, 2009. 

(4) G-TEDAs that e x p i r e p r i o r to January 1, 2010, are not re q u i r e d 
to meet the c o n d i t i o n s of t h i s s u b d i v i s i o n . 

(d} The department s h a l l b i e n n i a l l y make a v a i l a b l e to the 
L e g i s l a t u r e i n f o r m a t i o n r e l a t e d to the progress that each G-TEDA i s 
making toward implementing i t s goals, o b j e c t i v e s , and commitments set 
f o r t h i n the o r i g i n a l a p p l i c a t i o n , the department's memorandum of 
understanding w i t h the G-TEDA, and the b i e n n i a l report. 
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BILL NUMBER: ABXl 11 INTRODUCED 
BILL TEXT 

INTRODUCED BY Assembly Members V. Manuel Perez and A l e j o 
(Coauthor: Assembly Member Bradford) 

FEBRUARY 2, 2 011 

An act to amend S e c t i o n 7072 of, and to repeal and add S e c t i o n 
7072.5 of, the Government Code, and to amend Sections 17053.74 and 
23622.7 of the Revenue and Taxation Code, r e l a t i n g to economic 
development, to take e f f e c t immediately, tax levy. 

LEGISLATIVE COUNSEL'S DIGEST 

AB I I , as introduced, V. Manuel Perez. Economic development: 
e n t e r p r i s e zones: targeted employment areas. . 

(1) The E n t e r p r i s e Zone Act provides that i t s purpose i s to 
s t i m u l a t e business and i n d u s t r i a l growth i n the depressed areas of 
the s t a t e by r e l a x i n g r e g u l a t o r y c o n t r o l s that impede p r i v a t e 
investment. The act d e f i n e s a targeted employment area as an area 
composeci s o l e l y of those census t r a c t s i n which at l e a s t 51% of the 
r e s i d e n t s of those census t r a c t s , determined as s p e c i f i e d , are of 
low- or moderate-income l e v e l s . 

This b i l l would modify the d e f i n i t i o n of a targeted employment 
area, as s p e c i f i e d . 

(2) The act provides that the purpose of a targeted employment 
area i s to encourage businesses i n an e n t e r p r i s e zone to h i r e 
e l i g i b l e r e s i d e n t s of c e r t a i n geographic areas w i t h i n a c i t y , county, 
or c i t y and county. 

This b i l l would del e t e that p r o v i s i o n of the act and i n s t e a d 
provide that the purpose of a targeted employment area i s to help 
i d e n t i f y neighborhoods of low- and moderate-income workers f o r the 
purpose of p r o v i d i n g those workers w i t h employment a s s i s t a n c e , 
t r a i n i n g , and job placement. 

(3) The act r e q u i r e s each governmental e n t i t y of each c i t y , 
county, or c i t y and county that has j u r i s d i c t i o n over an e n t e r p r i s e 
zone to approve, by r e s o l u t i o n or ordinance, the boundaries of i t s 
targeted employment area. 

This b i l l would d e l e t e that requirement, and i n s t e a d r e q u i r e the 
governing body of the j u r i s d i c t i o n a d m i n i s t e r i n g the e n t e r p r i s e zone 
to adopt a r e s o l u t i o n or ordinance de s i g n a t i n g a targeted employment 
area that meets s p e c i f i e d c o n d i t i o n s . The b i l l would a l s o r e q u i r e , i f 
2 or more j u r i s d i c t i o n s are j o i n t l y a d m i n i s t e r i n g a zone, each of 
the governing bodies of the 2 j u r i s d i c t i o n s to adopt the r e s o l u t i o n . 

(4) The act r e q u i r e s , w i t h i n 180 days of updated United States 
census data becoming a v a i l a b l e , each governmental e n t i t y of each 
c i t y , county, or c i t y and county that has j u r i s d i c t i o n over an 
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e n t e r p r i s e zone to approve, by r e s o l u t i o n or ordinance, new 
boundaries f o r the area that r e f l e c t the new census data. The act 
a u t h o r i z e s an e n t e r p r i s e zone, i f no changes to the boundaries of an 
area are necessary to conform the area with the most current census 
data, to send a l e t t e r to the Department of Housing and Community 
Development s t a t i n g Chat a review has been undertaken and no boundary 
changes are r e q u i r e d . 

This b i l l would del e t e those p r o v i s i o n s , and i n s t e a d r e q u i r e the 
governmental e n t i t y of each c i t y , county, or c i t y and county that has 
j u r i s d i c t i o n over an e n t e r p r i s e zone to approve, by r e s o l u t i o n or 
ordinance, new boundaries f o r i t s targeted employment area that 
r e f l e c t the new household data provided by the United States Census 
Bureau i n i t s 5-year American Community Study, and to send that 
r e s o l u t i o n or ordinance to the Department of Housing and Community 
Development. The b i l l would r e q u i r e the c i t y , county, or c i t y and 
county, i f no changes to the boundaries of an area are necessary, to 
send a l e t t e r to the department s t a t i n g that a review has been 
undertaken and no boundary changes are required. The b i l l would 
provide that i f the area's boundaries are not updated, and the 
department does not r e c e i v e the l e t t e r w i t h i n 18 0 days of the r e l e a s e 
of new census inf o r m a t i o n , then the area i s i n v a l i d a t e d f o r a p e r i o d 
of 2 years, except as s p e c i f i e d . 

(5) The act sets f o r t h v a r i ous requirements and l i m i t a t i o n s 
r e l a t i n g to the formation and composition of a targeted employment 
area. 

This b i l l would r e v i s e and recast these requirements and 
l i m i t a t i o n s , as s p e c i f i e d . 

(6) The act a u t h o r i z e s a governing body that has already 
designated a targeted employment area to request to redesignate the 
area using more current census data, as s p e c i f i e d , and r e q u i r e s an 
area to be comprised of a census t r a c t from only one decennial 
census. 

This b i l l would del e t e that p r o v i s i o n . 
(7) The Personal Income Tax Law and the Corporation Tax Law 

a u t h o r i z e a taxpayer to c l a i m c e r t a i n tax i n c e n t i v e s f o r a c t i v i t i e s 
conducted i n an e n t e r p r i s e zone, i n c l u d i n g a c r e d i t f o r wages p a i d 
during the taxable year to a q u a l i f i e d employee, as defined, who i s 
employed by the taxpayer during the taxable year i n an e n t e r p r i s e 
zone, and those laws each set f o r t h a schedule f o r the amount of the 
c r e d i t based" on the q u a l i f i e d wages of the q u a l i f i e d employee i n each 
of the f i r s t 5 years of employment. 

This b i l l would modify the requirements that must be met f o r an 
i n d i v i d u a l to be a q u a l i f i e d employee, as s p e c i f i e d , under the 
Personal Income Tax Law and the Corporation Tax Law, thereby reducing 
the scope of the c r e d i t s , and make other s p e c i f i e d changes r e l a t i n g 
t o the requirements f o r a taxpayer to take advantage of the c r e d i t s . 
The b i l l would r e q u i r e that changes made to the Personal Income Tax 
Law and the Corporations Tax Law by i t s p r o v i s i o n s apply to taxable 
years beginning on and a f t e r January 1, 2011. 

(8) This b i l l would includ e a change i n s t a t e s t a t u t e that would 
r e s u l t i n a taxpayer paying a higher tax w i t h i n the meaning of 
S e c t i o n 3 of A r t i c l e X I I I A of the C a l i f o r n i a C o n s t i t u t i o n , and thus 
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would r e q u i r e f o r passage the approval of 2/3 of the membership of 
each house of the L e g i s l a t u r e . 

(9) The C a l i f o r n i a C o n s t i t u t i o n a u t h o r i z e s the Governor to declare 
a f i s c a l emergency and to c a l l the L e g i s l a t u r e i n t o s p e c i a l s e s s i o n 
f o r that purpose. Governor Schwarzenegger issued a proclamation 
d e c l a r i n g a f i s c a l emergency, and c a l l i n g a s p e c i a l s e s s i o n f o r t h i s 
purpose, on December 6, 2010. Governor Brown issued a proclamation on 
January 20, 2011, d e c l a r i n g and r e a f f i r m i n g that a f i s c a l emergency 
e x i s t s and s t a t i n g that h i s proclamation supersedes the e a r l i e r 
proclamation f o r purposes of that c o n s t i t u t i o n a l p r o v i s i o n . 

This b i l l would s t a t e that i t addresses the f i s c a l emergency 
dec l a r e d and r e a f f i r m e d by the Governor by proclamation issued on 
January 20, 2011, pursuant to the C a l i f o r n i a C o n s t i t u t i o n . 

(10}This b i l l would take e f f e c t immediately as a tax l e v y . 
Vote: 2/3. A p p r o p r i a t i o n : no. F i s c a l committee: yes. 

State-mandated l o c a l program; no. 

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

SECTION 1. S e c t i o n 7072 of the Government Code i s amended to read: 

7072. For purposes of t h i s chapter, the f o l l o w i n g d e f i n i t i o n s 
s h a l l apply: 

(a} "Department" means the Department of Housing and Community 
Development. 

(b} "Date of o r i g i n a l d e s i g n a t i o n " means the e a r l i e r of the 
f o l l o w i n g : 

(1) The date the e l i g i b l e area r e c e i v e s d e s i g n a t i o n as an 
e n t e r p r i s e zone by the department pursuant to t h i s chapter. 

(2) In the case of an e n t e r p r i s e zone deemed designated pursuant 
to s u b d i v i s i o n (e} of S e c t i o n 7073, the date the e n t e r p r i s e zone or 
program area r e c e i v e d o r i g i n a l d e s i g n a t i o n by the former Trade and 
Commerce Agency pursuant to Chapter 12.8 (commencing w i t h S e c t i o n 
7070} or Chapter 12.9 (commencing w i t h S e c t i o n 7080), as those 
chapters read p r i o r to January 1, 1997. 

(c) " E l i g i b l e area" means any of the f o l l o w i n g : 
(1) An area designated as an e n t e r p r i s e zone pursuant to Chapter 

12.8 (commencing w i t h S e c t i o n 7070}, as i t read p r i o r to January 1, 
1997, or as a targeted economic development area, neighborhood 
development area, or program area pursuant to Chapter 12.9 
(commencing with S e c t i o n 7080), as i t read p r i o r to January 1, 1997. 

(2) A geographic area that, based upon the determination of the 
department, f u l f i l l s at l e a s t one of the f o l l o w i n g c r i t e r i a : 

(A) The proposed geographic area meets the Urban Development 
A c t i o n Grant c r i t e r i a of the United States Department of Housing and 
Urban Development. 

(B) The area w i t h i n the proposed e l i g i b l e area has experienced 
p l a n t c l o s u r e s w i t h i n the past two years a f f e c t i n g more than 100 
workers. 

(C) The c i t y or county has submitted m a t e r i a l to the department 
f o r a f i n d i n g that the proposed geographic area meets c r i t e r i a of 
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economic d i s t r e s s r e l a t e d to those used i n determining e l i g i b i l i t y 
under the Urban Development A c t i o n Grant Program and i s t h e r e f o r e an 
e l i g i b l e area. 

(D) The area w i t h i n the proposed zone has a h i s t o r y of 
gang-related a c t i v i t y , whether or not crimes of v i o l e n c e have been 
committed. 

(3) A geographic area that meets at l e a s t two of the f o l l o w i n g 
c r i t e r i a : 

(A} The census t r a c t s w i t h i n the proposed e l i g i b l e area have an 
unemployment r a t e not l e s s than 3 percentage p o i n t s above the 
statewide average f o r the most recent calendar year as determined by 
the Employment Development Department. 

(B) The county of the proposed e l i g i b l e area has more than 70 
percent of the c h i l d r e n e n r o l l e d i n p u b l i c school p a r t i c i p a t i n g i n 
the f e d e r a l f r e e lunch program. 

(C) The median household income f o r a f a m i l y of four w i t h i n the 
census t r a c t s of the proposed e l i g i b l e area does not exceed 80 
percent of the statewide median income f o r the most r e c e n t l y 
a v a i l a b l e calendar year. 

(d} " E n t e r p r i s e zone" means any area w i t h i n a c i t y , county, or 
c i t y and county that i s designated as an e n t e r p r i s e zone by the 
department i n accordance with S e c t i o n 7073. 

(e) "Governing body" means a county board of supervisors or a c i t y 
c o u n c i l , as appropriate. 

(f) "G-TEDA" means a g e o g r a p h i c a l l y targeted economic development 
area, which i s an area designated as an e n t e r p r i s e zone, a 
Manufacturing Enhancement Area, a targeted tax area, or a l o c a l 
agency m i l i t a r y base recovery area. 

(g) "High-technology i n d u s t r i e s " i n c l u d e s , but i s not l i m i t e d t o, 
the computer, b i o l o g i c a l engineering, e l e c t r o n i c s , and 
telecommunications i n d u s t r i e s . 

(h) "Resident," unless otherwise defined, means a person whose 
p r i n c i p a l place of residence i s w i t h i n a targeted employment area. 

(i ) —{-3r-)— — "Targeted employment 
area" means an area w i t h i n a c i t y , county, or c i t y and county that 
i s composed s o l e l y of those census t r a c t s designated by the United 
States Department of Housing and Urban Development as having at l e a s t 
51 percent of i t s r e s i d e n t s of low- or moderate-income l e v e l s , using 
• e i t h e r the most recent United States Department 
of Census data a v a i l a b l e at the time of the• 'Or-i-gina 1 
enterprise—gone-applicati-on--or the most reeent census data- a v a i l a b l e 
at-'tho time the targeted employment area i s designated to 
determine that e l i g i b i l i t y . The purpooe of — a — " t a r g e t e d 
employment a r e a " — i s - t o encourage buoinooseo in^ 'a-n • e n t e r p r i o e -zone to 
h i r e oligjrbl-c—rosidcntp of c e r t a i n gcographio-a-reao withi-n-a • c i t y , 
eount-y-;—or- c i t y and-eounty. A targeted employment—area may be, but i s 
not requi-red-to be,—t-he-samo ao a l l or part of an—en-tcrpriGG gone. A 
targeted-omployment—area ' s bounda-r-ies • need not be—Gontiguous .—A 
targeted-employment area-docs not need to encompaoo e a c h - o l i g i b l e 
Gcnsuo t r a c t w i t h i n a city,—county-;—or c i t y and county.—T-ho-governing 
body- of Gach o i t y ; — c o u n t y , — o r - c i t y and county-t-hat has j u r i - s d i c t i o n 
of the oi^to-rpriao zone ohal-1- i d e n t i f y thooe ccnous tractre-wheee 
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•residents-a-re—i-n—&hc moot 'need of t h i s employment targeting.—Only 
those ocnsuo t r a c t s w i t h i n the juriodiot-ion—of--the oityj—county-;— 
c i t y and county that has—j-urri-Bdictdon of the o n t c r p r i s e gone may be 
i n c l u d e d i n a targeted -empl-oyment—ar-ea-r-

{-S-)—At l e a s t a part of each el-igi-ble-cenaue- t-rae^-wdrthin a 
t a r g e t e d employment area- sha-l-l--bG- within' the t o r r i t o r i a l j u r i s d i c t i o n 
of the c i t y , — c o u n t y , — o r city-and-eounty--tha-t--jiao j u r i s d i c t i o n f o r an 
e n t e r p r i s e gone . — I f an -el-i-gi-ble-eensuO' t r a c t • encompaooes the 
t o r r i t o r i a l juriodiction-of—twO'or—merO' l o c a l governmental c n t i t i o a , 
a l l of thooe e n t i t i e s s-hall be -a—party-to -t-hc dooignation of a 
targeted employment area .—However^—any-one- og -mojre--ef---those e n t i t i e s , 
by r e s o l u t i o n or ordinanee-?—may—spoodfy that i t s h a l l not 
p a r t i c i p a t e i-Ji—the-appld-cation as an a p p l i c a n t , — b u t — & h a l l — a g r e e - t o 
complete all—aefedono—o-tated w i t h i n the appli-eat-i-on—that- apply-'to i t s 
jurisdiction,—i-£—the-aroa 'is designated. 

(-3^—Baoh—local' governmental ent-i-ty-of each c i t y , — c o u n t y , — o r c i t y 
a-nd-eounty—t'hat--ha0' j u r i s d i c t i o n of—an-entorprioo gone s h a l l approve, 
by—resolut-ion-or'•ordinance,—fe-he—boundajg-i-ea of i t o targeted 
employment area,—regardl-eee-of•••whether a census t r a c t wifchin • the 
proposed—fea-rgcted emplQyment--a-roa i o outside the j-urisdiobion of the 
l o c a l governmenfeal:--entj-ity. 

(-4^—tA)—Within 180 days-of updated United-States-een-OHo data 
becoming avai-l-ablev—each l o c a l governmental e n t i t y of each—oity-;-
eount-y-;—or c i t y and'oounty-that hao juri-edict-ion--e-f—an e n t e r p r i o e 
•gone—Bha-l-l-approve,—by-]?eeo-l-ut-ion or ordinance,—boundaries of i t s 
t a r g e t e d employment a - r e a - r e f l e c t i n g the—new-Gcnouo d a t a . — I f no 
ehanges-a-re-necessary t-o—t-he-boundarieo baoed-on tho moot current 
ccnous data,—t-he-entorprioe gone-may send a l e t t e r to the-dopartment 
s t a t i n g that a review-has been undertaken^ by the reopecti-ve-looal 
g o v e r n m e n t a l - c n t i t i c o and nobeundary^ changes are r e q u i r e d . 

(-B-)—A- t a r g c t e d employment-area boundary approved-prior to the 2000 
Ur>i-ted—StatGo cenouo data—becoming• a v a i l a b l e that -has-not been 
reviewed and—i-fe'S-boundarieo rev-i-eed- to • re f l o e t the moot reeent—oens-ue 
d a t a , — o h a l l be—rev-i-ewed^ and updated,—and-a -new r e o o l u t i o n or 
ordinance-submi'ttod by the appropr-ia-to l o c a l governmental—ent-ity—to 
the department,—by Jul^y--!,—2007. However,—enterprise^ zonoo that 
e x p i r e on or prd-or—te-Becember 31,—2-008-;—ehall^ be exempt from the 
update requirement. 

SEC. 2. S e c t i o n 7072.5 of the Government Code i s repealed. 

7072 . S • By April^'1-7—1^998 ,—a governing body—that •ha-o—already 
designated a t a r g e t employmenb-aroa may request,—by a reool-ut-ion-e# 
a l l Gi-t-iea-or- Gountieo having j u r i o d i c t i o n over the e n t e r p r i o e zone, 
to redee-ignatc-'thG' targeted employment—area • using more current cenouo 
data. A t a r g e t e d • Gmplo'^Tncnt area eha-ll -bo comprioed of cenouo t r a o t o 
from only one—decenni-a-l^ census . 

SEC. 3. S e c t i o n 7072.5 i s added to the Government Code, to read: 
7072.5. (a) A f t e r r e c e i v i n g n o t i f i c a t i o n from the department of 

being c o n d i t i o n a l l y designated as an e n t e r p r i s e zone, the governing 
body of the j u r i s d i c t i o n a d m i n i s t e r i n g the zone s h a l l adopt a 
r e s o l u t i o n or ordinance de s i g n a t i n g a targeted employment area that 
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meets a l l the c o n d i t i o n s of t h i s s e c t i o n and those set f o r t h i n 
s u b d i v i s i o n (i) of Sect i o n 7072, and i s c o n s i s t e n t with the purpose 
set f o r t h i n t h i s s e c t i o n . I f two or more j u r i s d i c t i o n s are j o i n t l y 
a d m i n i s t e r i n g a zone, a r e s o l u t i o n or ordinance de s i g n a t i n g the 
tar g e t e d employment area s h a l l be adopted by each governing body. 

(b) A targeted employment area serves as the r e s i d e n t i a l base of 
p o t e n t i a l low- and moderate-income workers who are a v a i l a b l e to work 
i n businesses l o c a t e d i n an e n t e r p r i s e zone. The purpose of a 
tar g e t e d employment area i s to help i d e n t i f y neighborhoods of low-
and moderate-income workers f o r the purpose of p r o v i d i n g those 
workers with employment a s s i s t a n c e , t r a i n i n g , and job placement. 
Businesses l o c a t e d i n a zone are encouraged to h i r e l o c a l l y to help 
address some of the poverty and economic d i s l o c a t i o n that l e d to the 
area's d e s i g n a t i o n as a zone. 

(c) (1) A targeted employment area may be, but i s not r e q u i r e d to 
be, the same as a l l or part of an e n t e r p r i s e zone. A targeted 
employment area's boundaries need not be contiguous. A targeted 
employment area does not need to encompass each e l i g i b l e census t r a c t 
or block group w i t h i n a c i t y , county, or c i t y and county. The 
governing body of each c i t y , county, or c i t y and county that has 
j u r i s d i c t i o n over the zone s h a l l i d e n t i f y those census t r a c t s whose 
r e s i d e n t s are i n the most need of t h i s employment t a r g e t i n g . Only 
those census t r a c t s w i t h i n the j u r i s d i c t i o n of the c i t y , county, or 
c i t y and county that have j u r i s d i c t i o n over the zone may be included 
i n a targeted employment area. 

(2) At l e a s t part of each e l i g i b l e census t r a c t w i t h i n a targeted 
employment area s h a l l be w i t h i n the t e r r i t o r i a l j u r i s d i c t i o n of the 
c i t y , county, or c i t y and county that has j u r i s d i c t i o n over an 
e n t e r p r i s e zone. I f an e l i g i b l e census t r a c t encompasses the 
t e r r i t o r i a l j u r i s d i c t i o n of two or more l o c a l governmental e n t i t i e s , 
a l l of those e n t i t i e s s h a l l be a p a r t y to the d e s i g n a t i o n of the 
tar g e t e d employment area. However any one or more of those e n t i t i e s , 
by r e s o l u t i o n w i t h the ordinance, may s p e c i f y that i t s h a l l not 
p a r t i c i p a t e i n the a p p l i c a t i o n as an a p p l i c a n t , but s h a l l agree to 
complete a l l a c t i o n s s t a t e d w i t h i n the a p p l i c a t i o n that apply to i t s 
j u r i s d i c t i o n , i f the area i s designated. 

(d) (1) A targeted employment area s h a l l be designated based on 
data from the most current household income data published by the 
United States Census Bureau at the time that the targeted employment 
area i s designated or modified, i n c l u d i n g being updated pursuant to 
paragraph (2). 

(2) Every targeted employment area boundary s h a l l be reviewed and 
updated to the extent necessary to accommodate the new household 
income data provided by the United States Census Bureau i n i t s 
f i v e - y e a r American Community Survey. Each governmental e n t i t y of each 
c i t y , county, or c i t y and county that has j u r i s d i c t i o n over an 
e n t e r p r i s e zone s h a l l approve, by r e s o l u t i o n or ordinance, the 
boundaries of i t s targeted employment area r e f l e c t i n g the new 
household data and send a copy of i t s r e s o l u t i o n with the changes 
that are necessary to the boundaries based on the most current census 
data, or the governmental e n t i t y that has j u r i s d i c t i o n over the zone 
s h a l l send a l e t t e r to the department s t a t i n g that the review has 
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been undertaken by the re s p e c t i v e l o c a l governmental e n t i t i e s and no 
boundary changes are req u i r e d . 

(3) (A) A targeted employment area boundary that i s not updated, 
or f o r which a l e t t e r i n d i c a t i n g that no changes are necessary has 
not been re c e i v e d by the department w i t h i n 180 days of the re l e a s e of 
new household data, i s i n v a l i d a t e d f o r a p e r i o d of two years, except 
as modified by subparagraph (C). 

(B) The department s h a l l send a n o t i c e to the Franchise Tax Board 
and the l o c a l e n t e r p r i s e zone a d m i n i s t r a t o r that the targeted 
employment area i s i n v a l i d and that no a d d i t i o n a l employees w i l l be 
c e r t i f i e d based on an employee l i v i n g i n a targeted employment area, 
other than a business that has already had one or more vouchers 
c e r t i f i e d by the zone using the targeted employment area as the 
q u a l i f y i n g c r i t e r i a under subparagraph (A) of paragraph (4) of 
s u b d i v i s i o n (b) of Sections 17053.74 and 23622.7 of the Revenue and 
Taxation Code. 

(C) A business that has p r e v i o u s l y r e c e i v e d c e r t i f i c a t i o n of an 
employee i s exempt from subparagraph (A). The vouchering exemption i s 
nontransferable to any other business. 

SEC. 4. Se c t i o n 17053.74 of the Revenue and Taxation Code i s 
amended to read: 

17053.74. (a) There s h a l l be allowed a c r e d i t against the "net 
tax" (as defined i n Sectio n 17039) to a taxpayer who employs a 
q u a l i f i e d employee i n an e n t e r p r i s e zone during the taxable year. The 
c r e d i t s h a l l be equal to the sum of each of the f o l l o w i n g : 

(1) F i f t y percent of q u a l i f i e d wages i n the f i r s t year of 
employment. 

(2) Forty percent of q u a l i f i e d wages i n the second year of 
employment. 

(3) T h i r t y percent of q u a l i f i e d wages i n the t h i r d year of 
employment. 

(4} Twenty percent of q u a l i f i e d wages i n the f o u r t h year of 
employment. 

(5) Ten percent of q u a l i f i e d wages i n the f i f t h year of 
employment. 

(b) For purposes of t h i s s e c t i o n : 
(1) " Q u a l i f i e d wages" means: 
(A) (i) Except as provided i n clause ( i i ) , that p o r t i o n of wages 

p a i d or i n c u r r e d by the taxpayer during the taxable year to q u a l i f i e d 
employees that does not exceed 150 percent of the minimum wage. 

( i i ) For up to 1,350 q u a l i f i e d employees who are employed by the 
taxpayer i n the Long Beach E n t e r p r i s e Zone i n a i r c r a f t manufacturing 
a c t i v i t i e s describei^ i n Codes 3 721 to—3-7-2'8-;—incluoive,—afid 
Code 3812 of the Standard I n d u s t r i a l C l a o o i f i c a t i o n (CIC) Manual 

311 to 335, i n c l u s i v e , of the Worth American Industry 
C l a s s i f i c a t i o n System published by the United States O f f i c e of 
Management and Budget, • l"»8-7— 2007 
e d i t i o n , " q u a l i f i e d wages" means that p o r t i o n of hourly wages that 
does not exceed 202 percent of the minimum wage. 

(B) Wages r e c e i v e d during the 60-month p e r i o d beginning with the 
f i r s t day the employee commences employment with the taxpayer. 
Reemployment i n connection w i t h any increase, i n c l u d i n g a r e g u l a r l y 
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o c c u r r i n g seasonal increase, i n the trade or business operations of 
the taxpayer does not c o n s t i t u t e commencement of employment f o r 
purposes of t h i s s e c t i o n . 

(C) Q u a l i f i e d wages do not i n c l u d e any wages p a i d or i n c u r r e d by 
the taxpayer on o r - a f t e r the zone e x p i r a t i o n date. However, wages 
p a i d or i n c u r r e d with respect to q u a l i f i e d employees who are employed 
by the taxpayer w i t h i n the e n t e r p r i s e zone w i t h i n the 60-month 
p e r i o d . p r i o r to the zone e x p i r a t i o n date s h a l l continue to q u a l i f y 
f o r the c r e d i t under t h i s s e c t i o n a f t e r the zone e x p i r a t i o n date, i n 
accordance with a l l p r o v i s i o n s of t h i s s e c t i o n a p p l i e d as i f the 
e n t e r p r i s e zone d e s i g n a t i o n were s t i l l i n existence and b i n d i n g . 

(2} "Minimum wage" means the wage e s t a b l i s h e d by the I n d u s t r i a l 
Welfare Commission as provided f o r i n Chapter 1 (commencing with 
S e c t i o n 1171) of Part 4 of D i v i s i o n 2 of the Labor Code. 

(3) "Zone e x p i r a t i o n date" means the date the e n t e r p r i s e zone 
d e s i g n a t i o n e x p i r e s , i s no longer b i n d i n g , or becomes i n o p e r a t i v e . 

(4) (A) " Q u a l i f i e d employee" means an i n d i v i d u a l who meets a l l of 
the f o l l o w i n g requirements: 

(i) At l e a s t 90 percent of whose s e r v i c e s f o r the taxpayer during 
the taxable year are d i r e c t l y r e l a t e d to the conduct of the taxpayer' 
s trade or business l o c a t e d i n an e n t e r p r i s e zone. 

( i i ) Performs at l e a s t 50 percent of h i s or her s e r v i c e s f o r the 
taxpayer during the taxable year i n an e n t e r p r i s e zone. 

( i i i ) Is h i r e d by the taxpayer a f t e r the date of o r i g i n a l 
d e s i g n a t i o n of the area i n which s e r v i c e s were performed as an 
e n t e r p r i s e zone. 

(iv) Is any of the f o l l o w i n g : 
(-i-)—Immedia-t-el-y-prcGoding the• qua-l-ified employee's eommencGment of 

employment—wi-th the taxpayer,—was a person el - i g i b l e - f o r s e r v i c e s 
under the f e d e r a l Job T r a i n i n g Partnerohip Act—(29 U.S.C. EGG.—1501 
et oeq-.-}-;—or i t o successor,—who ••io r e c e i v i n g , — o r i s • e l i g i b l e to 
receive,—subai-d-izod employment,—draining,—or s e r v i c e s fundod-by the 
4ede-gal—Job T r a i n i n g Partner-ehi-p-Act,—or i t s successor. 

(-ii^—Immedia-fee-l-y—preoedi-ng the qualified-employee-^e- -commencement 
of employment--with the taxpayer,—wae—a—person e l i g i b l e to be a 
v o l u n t a r y or mandatory regiat-rant under the Greater-Avenues • f o r 
IndcpcndencG Act of 1P85—(GAIN) provided f o r pursuant to A r t i c l e 3.2 
(commencing wi-t-h-Seo-tion••1132 0 )—of Chapter—2-of • Part 3' of D i v i o i o n - g 
of—-t-he-WGlfare and Inatitut-i-ona-CodO',—or i t s successor. 

t i i ^ 
(I ) Immediately preceding the q u a l i f i e d 

employee's commencement of employment with the taxpayer, was an 
economically disadvantaged i n d i v i d u a l 14 years of age or o l d e r . 

f i V f 
(II) Immediately preceding the q u a l i f i e d employee's 

commencement of employment with the taxpayer, was a d i s l o c a t e d worker 
who meets any of the f o l l o w i n g : 

(aa) Has been terminated or l a i d o f f or who has r e c e i v e d a n o t i c e 
of t e r m i n a t i o n or l a y o f f from employment, i s e l i g i b l e f o r or has 
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exhausted entitlement to unemployment insurance b e n e f i t s , and i s 
u n l i k e l y to r e t u r n to h i s or her previous i n d u s t r y or occupation. 

(bb) Has been terminated or has rec e i v e d a n o t i c e of t e r m i n a t i o n 
of employment as a r e s u l t of any permanent c l o s u r e or any s u b s t a n t i a l 
l a y o f f at a p l a n t , f a c i l i t y , or e n t e r p r i s e , i n c l u d i n g an i n d i v i d u a l 
who has not rec e i v e d w r i t t e n n o t i f i c a t i o n but whose employer has made 
a p u b l i c announcement of the closure or l a y o f f . 

(cc) Is long-term unemployed and has l i m i t e d o p p o r t u n i t i e s f o r 
employment or reemployment i n the same or a s i m i l a r occupation i n the 
area i n which the i n d i v i d u a l r e s i d e s , i n c l u d i n g an i n d i v i d u a l 55 
years of age or o l d e r who may have s u b s t a n t i a l b a r r i e r s to employment 
by reason of age. 

(dd) Was self-employed ( i n c l u d i n g farmers and ranchers) and i s 
unemployed as a r e s u l t of general economic c o n d i t i o n s i n the 
community i n which he or she r e s i d e s or because of n a t u r a l d i s a s t e r s . 

(ee) Was a c i v i l i a n employee of the Department of Defense employed 
at a m i l i t a r y i n s t a l l a t i o n being c l o s e d or r e a l i g n e d under the 
Defense Base Closure and Realignment Act of 1990. 

(ff ) Was an a c t i v e member of the armed forces or N a t i o n a l Guard as 
of September 30, 1990, and was e i t h e r i n v o l u n t a r i l y separated or 
separated pursuant to a s p e c i a l b e n e f i t s program. 

(gg) Is a seasonal or migrant worker who experiences chronic 
seasonal unemployment and underemployment i n the a g r i c u l t u r e 
i n d u s t r y , aggravated by c o n t i n u a l advancements i n technology and 
mechanization. '' 

(hh) Has 'been terminated or l a i d o f f , or has rec e i v e d a n o t i c e of 
ter m i n a t i o n or l a y o f f , as a consequence of compliance with the Clean 
A i r Act. 

(^ 
( I I I ) Immediately preceding the q u a l i f i e d employee's 

commencement of employment with the taxpayer, was a d i s a b l e d 
i n d i v i d u a l who i s e l i g i b l e f o r or e n r o l l e d i n , or has completed a 
s t a t e r e h a b i l i t a t i o n p l a n -or—i-o— 

(IV) Immediately preceding the 
q u a l i f i e d employee's commencement o f employment wi th the taxpayer , 
was a service-connected d i s a b l e d veteran, veteran of the 
Vietnam era, or veteran who i s r e c e n t l y separated from m i l i t a r y 
s e r v i c e . 

(V } Immediately preceding the q u a l i f i e d 
employee's commencement of employment with the taxpayer, was an 
ex-offender. An i n d i v i d u a l s h a l l be t r e a t e d as convicted i f he or she 
was placed on probation by a s t a t e court without a f i n d i n g of g u i l t . 

(VI ) Immediately preceding the qualified 
employee's commencement of employment with the taxpayer, was a person 
eligible for or a recipient of any of the following: 

(aa) Federal Supplemental Security Income benefits, 
(bb) Aid to—Families with Dependent Children 

Temporary Assistance for Needy Families 
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(cc) Medi-Cal or Healthy Families. 

(dd) Food stamps. 

(ee) state and local general assistance. 
( f f ) Intensive services including employment training services 

funded through the federal Workforce Investment Act (Public Law 
105-220). 

(gg) Voluntary or mandatory services under the California Work 
Opportunity and Responsibility to Kids (CalWORKs) program (Chapter 2 
(commencing with Section 11200) of Part 3 of Division 9 of the 
Welfare and Institutions Code). 

(hh) Fede ra l Work Oppor tun i ty Tax C r e d i t (Sec t ion 51 o f the 
I n t e r n a l Revenue Code). 

(VIII) 
(VII ) Immediately preceding the q u a l i f i e d 

employee's commencement of employment with the taxpayer, was a member 
of a f e d e r a l l y recognized Indian t r i b e , band, or other group of 
Native American descent. 

(VII I ) Immediately preceding the q u a l i f i e d employee's 
commencement of employment with the taxpayer, was a re s i d e n t of a 
targe t e d employment area, as defined i n Secti o n 7072 of the 
Government Code , and the employee i s r e c e i v i n g a wage that does 
not exceed moderate income f o r a f a m i l y o f f o u r based on the 
countywide household income 

(X) 
(IX) An employee who q u a l i f i e d the taxpayer f o r the 

e n t e r p r i s e zone h i r i n g c r e d i t under former S e c t i o n 17053.8 or the 
program area h i r i n g c r e d i t under former Sect i o n 17053.11. 

t^fi^—Immodia-t-el-y-preceding the qua-l-i-f-i-ed employee' s commenGcmont 
of- employment w i t h the-taxpayer,—was a member-of a targeted group-;—as 
d e f i n e d - i n S o c t i o n 51(d)—of—the^• Internal—Revenue-Code,—or i t s 
suGoessor-T-

(B) P r i o r i t y f o r employment s h a l l be provided to an i n d i v i d u a l who 
i s e n r o l l e d i n a q u a l i f i e d program under the f e d e r a l Job 
T r a i n i n g Par-fejier-ship-Act or the Greater-Avenues f o r Independence' Act 
of 1985 Workforce Investment Ac t o r the CalWORKs 
program or who i s e l i g i b l e as a member of a targeted group 
under the Work Opportunity Tax C r e d i t (Section 51 of the I n t e r n a l 
Revenue Code), or i t s successor. 

(5) "Taxpayer" means a person or e n t i t y engaged i n a trade or 
business w i t h i n an e n t e r p r i s e zone designated pursuant t o Chapter 
12.8 (commencing with S e c t i o n 7070) of the Government Code. 

(6) "Seasonal employment" means employment by a taxpayer that has 
re g u l a r and p r e d i c t a b l e s u b s t a n t i a l reductions i n trade or business 
operations. 

(c) The taxpayer shall do both of the following: 
(1) Obtain from the Employment Development Department, as 

permitted by federal law, the local county or city -Job 
T-r-aining -Pa-r-fenorohip Act admini'Ot-rat-ivo entity,—the loo€tl—county• GAIN 

federal Workforce Investment Act administrative 
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e n t i t y , the l o c a l county CalWORKs program o f f i c e or s o c i a l 
s e r v i c e s agency, or the l o c a l government a d m i n i s t e r i n g the e n t e r p r i s e 
zone, a c e r t i f i c a t i o n which provides that a q u a l i f i e d employee meets 
the e l i g i b i l i t y requirements s p e c i f i e d i n clause (iv) of 
subparagraph (A) of paragraph (4) of s u b d i v i s i o n (b). The Employment 
Development Department may provide p r e l i m i n a r y screening and r e f e r r a l 
to —a-oer^t-i-f-y^ing• agency.—The Employment Development 
Department—shall'develop a f o r m — f o r - t h i s purpose 
businesses l o c a t e d i n an e n t e r p r i s e zone as of the department's 
implementation of the i n t e n s i v e s e r v i c e s a c t i v i t i e s funded through 
the f e d e r a l Workforce Investment Ac t . The Department of 
Housing and Community Development s h a l l develop r e g u l a t i o n s governing 
the issuance of c e r t i f i c a t e s by l o c a l governments pursuant to 
s u b d i v i s i o n (a) of Se c t i o n 7086 of the Government Code. 

(2) Re t a i n a copy of the c e r t i f i c a t i o n and provide i t upon request 
to the Franchise Tax Board. 

(d) (1) For purposes of t h i s s e c t i o n : 
(A) A l l employees of trades or businesses, which are not 

incorporated, that are under common c o n t r o l s h a l l be t r e a t e d as 
employed by a s i n g l e taxpayer. 

(B) The c r e d i t , i f any, allowable by t h i s s e c t i o n w i t h respect to 
each trade or business s h a l l be determined by reference to i t s 
p r o p o r t i o n a t e share of the expense of the q u a l i f i e d wages g i v i n g r i s e 
to the c r e d i t , and s h a l l be a l l o c a t e d i n that manner. 

(C) P r i n c i p l e s that apply i n the case of c o n t r o l l e d groups of 
cor p o r a t i o n s , as s p e c i f i e d i n s u b d i v i s i o n (d) of Sectio n 23622.7, 
s h a l l apply w i t h respect to determining employment. 

(2) I f an employer acquires the major p o r t i o n of a trade or 
business of another employer ( h e r e i n a f t e r i n t h i s paragraph r e f e r r e d 
to as the "predecessor") or the major p o r t i o n of a separate u n i t of a 
trade or business of a predecessor, then, f o r purposes of applying 
t h i s s e c t i o n (other than s u b d i v i s i o n (e)) f o r any calendar year 
ending a f t e r that a c q u i s i t i o n , the employment r e l a t i o n s h i p between a 
q u a l i f i e d employee and an employer s h a l l not be t r e a t e d as terminated 
i f the employee continues to be employed i n that trade or business. 

(e) (1) (A) I f the employment, other than seasonal employment, of 
any q u a l i f i e d employee, w i t h respect to whom q u a l i f i e d wages are 
taken i n t o account under s u b d i v i s i o n (a) i s terminated by the 
taxpayer at any time during the f i r s t 270 days of that employment 
(whether or not consecutive) or before the close of the 270th 
calendar day a f t e r the day i n which that employee completes 90 days 
of employment w i t h the taxpayer, the tax imposed by t h i s part f o r the 
taxable year i n which that employment i s terminated s h a l l be 
increased by an amount equal to the c r e d i t allowed under s u b d i v i s i o n 
(a) f o r that taxable year and a l l p r i o r taxable years a t t r i b u t a b l e to 
q u a l i f i e d wages p a i d or i n c u r r e d with respect to that employee. 

(B) I f the seasonal employment of any q u a l i f i e d employee, w i t h 
respect to whom q u a l i f i e d wages are taken i n t o account under 
s u b d i v i s i o n (a) i s not continued by the taxpayer f o r a p e r i o d of 270 
days of employment during the 60-month p e r i o d beginning w i t h the day 
the q u a l i f i e d employee commences seasonal employment w i t h the 
taxpayer, the tax imposed by t h i s p a r t , f o r the taxable year that 
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i n c l u d e s the 60th month f o l l o w i n g the month i n which the q u a l i f i e d 
employee commences seasonal employment with the taxpayer, s h a l l be 
incr e a s e d by an amount equal to the c r e d i t allowed under s u b d i v i s i o n 
(a) f o r that taxable year and a l l p r i o r taxable years a t t r i b u t a b l e to 
q u a l i f i e d wages p a i d or i n c u r r e d with respect to that q u a l i f i e d 
employee. 

(2) (A) Subparagraph (A) of paragraph (1) s h a l l not apply to any 
of the f o l l o w i n g : 

(i) A t e r m i n a t i o n of employment of a 
q u a l i f i e d employee who v o l u n t a r i l y leaves the employment of the 
taxpayer. 

( i i ) A t e r m i n a t i o n of employment of a q u a l i f i e d employee who, 
before the c l o s e of the p e r i o d r e f e r r e d to i n paragraph (1), becomes 
d i s a b l e d and unable to perform the s e r v i c e s of that employment, 
unless that d i s a b i l i t y i s removed before the c l o s e of that p e r i o d and 
the taxpayer f a i l s to o f f e r reemployment to that employee. 

( i i i ) A t e r m i n a t i o n of employment of a q u a l i f i e d employee, i f i t 
i s determined that the termin a t i o n was due to the misconduct (as 
def i n e d i n Sections 1256-30 to 1256-43, i n c l u s i v e , of T i t l e 22 of the 
C a l i f o r n i a Code of Regulations) of that employee. 

(iv) A t e r m i n a t i o n of employment of a q u a l i f i e d employee due to a 
s u b s t a n t i a l r e d u c t i o n i n the trade or business operations of the 
taxpayer. 

(v) A t e r m i n a t i o n of employment of a q u a l i f i e d employee, i f that 
employee i s replaced by other q u a l i f i e d employees so as to create a 
net increase i n both the number of employees and the hours of 
employment. 

(B) Subparagraph (B) of paragraph (1) s h a l l not apply to any of 
the f o l l o w i n g : 

(i) A f a i l u r e to continue the seasonal employment of a q u a l i f i e d 
employee who v o l u n t a r i l y f a i l s to r e t u r n to the seasonal employment 
of the taxpayer. 

( i i ) A f a i l u r e to continue the seasonal employment of a q u a l i f i e d 
employee who, before the close of the p e r i o d r e f e r r e d to i n 
subparagraph (B) of paragraph (1), becomes d i s a b l e d and unable to 
perform the s e r v i c e s of that seasonal employment, unless that 
d i s a b i l i t y i s removed before the c l o s e of that p e r i o d and the 
taxpayer f a i l s to o f f e r seasonal employment to that q u a l i f i e d 
employee. 

( i i i ) A f a i l u r e to continue the seasonal employment of a q u a l i f i e d 
employee, i f i t i s determined that the f a i l u r e to continue the 
seasonal employment was due to the misconduct (as defined i n Sections 
1256-30 to 1256-43, i n c l u s i v e , of T i t l e 22 of the C a l i f o r n i a Code of 
Regulations) of that q u a l i f i e d employee. 

(iv) A f a i l u r e to continue seasonal employment of a q u a l i f i e d 
employee due to a s u b s t a n t i a l r e d u c t i o n i n the r e g u l a r seasonal trade 
or business operations of the taxpayer. 

(v) A f a i l u r e to continue the seasonal employment of a q u a l i f i e d 
employee, i f that q u a l i f i e d employee i s replaced by other q u a l i f i e d 
employees so as to create a net increase i n both the number of 
seasonal employees and the hours of seasonal employment. 

(C) For purposes of paragraph (1), the employment r e l a t i o n s h i p 
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between the taxpayer and a q u a l i f i e d employee s h a l l not be t r e a t e d as 
terminated by reason of a mere change i n the form of conducting the 
trade or business of the taxpayer, i f the q u a l i f i e d employee 
continues to be employed i n that trade or business and the taxpayer 
r e t a i n s a s u b s t a n t i a l i n t e r e s t i n that trade or business. 

(3) Any increase i n tax under paragraph (1) s h a l l not be t r e a t e d 
as tax imposed by t h i s part f o r purposes of determining the amount of 
any c r e d i t allowable under t h i s p a r t . 

(f) In the case of an e s t a t e or t r u s t , both of the f o l l o w i n g 
apply: 

(1) The q u a l i f i e d wages f o r any taxable year s h a l l be apportioned 
between the e s t a t e or t r u s t and the b e n e f i c i a r i e s on the b a s i s of the 
income of the e s t a t e or t r u s t a l l o c a b l e to each. 

(2) Any b e n e f i c i a r y to whom any q u a l i f i e d wages have been 
apportioned under paragraph (1) s h a l l be t r e a t e d , f o r purposes of 
t h i s p a r t , as the employer w i t h respect to those wages. 

(g) For purposes of t h i s s e c t i o n , " e n t e r p r i s e zone" means an area 
designated as an e n t e r p r i s e zone pursuant to Chapter 12.8 (commencing 
with S e c t i o n 7070) of D i v i s i o n 7 of T i t l e 1 of the Government Code. 

(h) The c r e d i t allowable under t h i s s e c t i o n s h a l l be reduced by 
the c r e d i t allowed under Sections 17053.10, 17053.17 and 17053.46 
claimed f o r the same employee. The c r e d i t s h a l l a l s o be reduced by 
the f e d e r a l c r e d i t allowed under S e c t i o n 51 of the I n t e r n a l Revenue 
Code. 

In a d d i t i o n , any deduction otherwise allowed under t h i s part f o r 
the wages or s a l a r i e s p a i d or i n c u r r e d by the taxpayer upon which the 
c r e d i t i s based s h a l l be reduced by the amount of the c r e d i t , p r i o r 
to any r e d u c t i o n r e q u i r e d by s u b d i v i s i o n ( i ) or ( j ) . 

(i) In the case where the c r e d i t otherwise allowed under t h i s 
s e c t i o n exceeds the "net tax" f o r the taxable year, that p o r t i o n of 
the c r e d i t that exceeds the "net tax" may be c a r r i e d over and added 
to the c r e d i t , i f any, i n succeeding taxable years, u n t i l the c r e d i t 
i s exhausted. The c r e d i t s h a l l be a p p l i e d f i r s t to the e a r l i e s t 
t axable years p o s s i b l e . 

(j) (1) The amount of the c r e d i t otherwise allowed under t h i s 
s e c t i o n and S e c t i o n 17053.70, i n c l u d i n g any c r e d i t carryover from 
p r i o r years, that may reduce the "net tax" f o r the taxable year s h a l l 
not exceed the amount of tax which would be imposed on the taxpayer' 
s business income a t t r i b u t a b l e to the e n t e r p r i s e zone determined as 
i f that a t t r i b u t a b l e income represented a l l of the income of the 
taxpayer subject to tax under t h i s p a r t . 

(2) A t t r i b u t a b l e income s h a l l be that p o r t i o n of the taxpayer's 
C a l i f o r n i a source business income that i s apportioned to the 
e n t e r p r i s e zone. For that purpose, the taxpayer's business income 
a t t r i b u t a b l e to sources i n t h i s s t a t e f i r s t s h a l l be determined i n 
accordance with Chapter 17 (commencing with S e c t i o n 25101) of Part 
11. That business income s h a l l be f u r t h e r apportioned to the 
e n t e r p r i s e zone i n accordance with A r t i c l e 2 (commencing w i t h S e c t i o n 
25120) of Chapter 17 of Part 11, modified f o r purposes of t h i s 
s e c t i o n i n accordance w i t h paragraph (3). 

(3) Business income s h a l l be apportioned to the e n t e r p r i s e zone by 
m u l t i p l y i n g the t o t a l C a l i f o r n i a business income of the taxpayer by 
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a f r a c t i o n , the numerator of which i s the property f a c t o r p l u s the 
p a y r o l l f a c t o r , and the denominator of which i s two. For purposes of 
t h i s paragraph: 

(A) The property f a c t o r i s a f r a c t i o n , the numerator of which i s 
the average value of the taxpayer's r e a l and t a n g i b l e personal 
property owned or rented and used i n the e n t e r p r i s e zone during the 
taxable year, and the denominator of which i s the average value of 
a l l the taxpayer's r e a l and t a n g i b l e personal property owned or 
rented and used i n t h i s s t a t e during the taxable year. 

(B) The p a y r o l l f a c t o r i s a f r a c t i o n , the numerator of which i s 
the t o t a l amount pai d by the taxpayer i n the e n t e r p r i s e zone during 
the taxable year f o r compensation, and the denominator of which i s 
the t o t a l compensation p a i d by the taxpayer i n t h i s s t a t e during the 
taxable year. 

(4) The p o r t i o n of any c r e d i t remaining, i f any, a f t e r a p p l i c a t i o n 
of t h i s s u b d i v i s i o n , s h a l l be c a r r i e d over to succeeding taxable 
years, as i f i t were an amount exceeding the "net tax" f o r the 
taxable year, as provided i n s u b d i v i s i o n ( i ) . 

(k) The changes made to t h i s s e c t i o n by the act adding t h i s 
s u b d i v i s i o n s h a l l apply to taxable years beginning on or a f t e r 
January 1, 1997. 

(1) The changes made to t h i s s e c t i o n by the act adding t h i s 
s u b d i v i s i o n s h a l l app ly o n l y to t axab le years beg inn ing on and a f t e r 
January 1, 2011. 

SEC. 5. Se c t i o n 23622.7 of the Revenue and Taxation Code i s 
amended to read: 

23622.7. (a) There s h a l l be allowed a c r e d i t against the "tax" 
(as d e f i n e d by Sectio n 23036) to a taxpayer who employs a q u a l i f i e d 
employee i n an e n t e r p r i s e zone during the taxable year. The c r e d i t 
s h a l l be equal to the sum of each of the f o l l o w i n g : 

(1) F i f t y percent of q u a l i f i e d wages i n the f i r s t year of 
employment. 

(2) Forty percent of q u a l i f i e d wages i n the second year of 
employment. 

(3) T h i r t y percent of q u a l i f i e d wages i n the t h i r d year of 
employment. 

(4) Twenty percent of q u a l i f i e d wages i n the f o u r t h year of 
employment. 

(5) Ten percent of q u a l i f i e d wages i n the f i f t h year of 
employment. 

(b) For purposes of t h i s s e c t i o n : 
(1) " Q u a l i f i e d wages" means: 
(A) (i) Except as provided i n clause ( i i ) , that p o r t i o n of wages 

p a i d or i n c u r r e d by the taxpayer during the taxable year t o q u a l i f i e d 
employees that does not exceed 150 percent of the minimum wage. 

( i i ) For up to 1,350 q u a l i f i e d employees who are employed by the 
taxpayer i n the Long Beach E n t e r p r i s e Zone i n a i r c r a f t manufacturing 
a c t i v i t i e s d escribed i n Codes 3721 to •37-2-8-;—inclusive,—aad 
Code 3812 of the Standard I n d u s t r i a l C l a o s i f i c a t i o n (SIC) Manual 

311 to 339, i n c l u s i v e , o f the Nor th American Indus t ry 
C l a s s i f i c a t i o n System published by the United States O f f i c e of 
Management and Budget, 1987 2007 
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e d i t i o n , " q u a l i f i e d wages" means that p o r t i o n of hourly wages that 
does not exceed 202 percent of the minimum wage. 

(B) Wages rec e i v e d during the 60-month p e r i o d beginning w i t h the 
f i r s t day the employee commences employment with the taxpayer. 
Reemployment i n connection w i t h any increase, i n c l u d i n g a r e g u l a r l y 
o c c u r r i n g seasonal increase, i n the trade or business operations of 
the taxpayer does not c o n s t i t u t e commencement of employment f o r 
purposes of t h i s s e c t i o n . 

(C) Q u a l i f i e d wages do not i n c l u d e any wages paid or i n c u r r e d by 
the taxpayer on or a f t e r the zone e x p i r a t i o n date. However, wages 
p a i d or i n c u r r e d w i t h respect to q u a l i f i e d employees who are employed 
by the taxpayer w i t h i n the e n t e r p r i s e zone w i t h i n the 60-month 
p e r i o d p r i o r to the zone e x p i r a t i o n date s h a l l continue to q u a l i f y 
f o r the c r e d i t under t h i s s e c t i o n a f t e r the zone e x p i r a t i o n date, i n 
accordance w i t h a l l p r o v i s i o n s of t h i s s e c t i o n a p p l i e d as i f the 
e n t e r p r i s e zone des i g n a t i o n were s t i l l i n existence and b i n d i n g . 

(2) "Minimum wage" means the wage e s t a b l i s h e d by the I n d u s t r i a l 
Welfare Commission as provided f o r i n Chapter 1 (commencing w i t h 
S e c t i o n 1171} of Part 4 of D i v i s i o n 2 of the Labor Code. 

(3) "Zone e x p i r a t i o n date" means the date the e n t e r p r i s e zone 
d e s i g n a t i o n e x p i r e s , i s no longer binding, or becomes i n o p e r a t i v e . 

(4) (A) " Q u a l i f i e d employee" means an i n d i v i d u a l who meets a l l of 
the f o l l o w i n g requirements: 

(i) At l e a s t 90 percent of whose s e r v i c e s f o r the taxpayer during 
the taxable year are d i r e c t l y r e l a t e d to the conduct of the taxpayer' 
s trade or business l o c a t e d i n an e n t e r p r i s e zone. 

( i i ) Performs at l e a s t 50 percent of h i s or her s e r v i c e s f o r the 
taxpayer during the taxable year i n an e n t e r p r i s e zone. 

( i i i ) Is h i r e d by the taxpayer a f t e r the date of o r i g i n a l 
d e s i g n a t i o n of the area i n which s e r v i c e s were performed as an 
e n t e r p r i s e zone. 

(iv) Is any of the f o l l o w i n g : 
(-1^—Immedi-abcly preceding the •qual-if l e d employee's commencement' of 

employment—w-i-t-h—the taxpayer,—wao a p e r s o n - e l i g i b l e f o r serviceo 
under the f e d e r a l Job T r a i n i n g P a r t n e r s h i p Act—(29 U.S.C. Sec. 1501 
ot seq . ) ,—or i t o successor-, --who i o r e c e i v i n g , — o r io- -eligi-ble—fee 
rcGoivG,—Dubsidiaed employment-,—training,—or s e r v i c e s f-unded—by—the 
f-eder-a-l-Job—T-r-aining Partnerohip Act,—or—i-t-s-Gucccosor . 

(-H^—Immed-i-ately preceding the qualified-employee • a commencement 
of employmont with the taxpayer^—was •a person e l i g i b l e — t o — b e - a 
vo-l-untary or—mandatory r e g i s t r a n t under—t-he-•Greater" Avenues f o r 
-I-ndependence-Act of 1985—(GAIN)—prov-ided for^ pursuant to Article—3-r-2 
(commencing wi-fe^h-Seetion 11320)—of Chapter 2 of—Par-t -3 •of D i v i s i o n 9 
of the-We-l-f-a-re-and--Inatitutions Code,—or i t o -succeooor . 

1^™. 
( I) Immediately preceding the q u a l i f i e d 

employee's commencement of employment with the taxpayer, was an 
economically disadvantaged i n d i v i d u a l 14 years of age or o l d e r . 

t i V f 
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(II) Immediately preceding the q u a l i f i e d employee's 
commencement of employment with the taxpayer, was a d i s l o c a t e d worker 
who meets any of the f o l l o w i n g : 

(aa) Has been terminated or l a i d o f f or who has re c e i v e d a n o t i c e 
of t e r m i n a t i o n or l a y o f f from employment, i s e l i g i b l e f o r or has 
exhausted entitlement to unemployment insurance b e n e f i t s , and i s 
u n l i k e l y to r e t u r n to h i s or her previous i n d u s t r y or occupation. 

(bb) Has been terminated or has re c e i v e d a n o t i c e of t e r m i n a t i o n 
of employment as a r e s u l t of any permanent c l o s u r e or any s u b s t a n t i a l 
l a y o f f at a p l a n t , f a c i l i t y , or e n t e r p r i s e , i n c l u d i n g an i n d i v i d u a l 
who has not re c e i v e d w r i t t e n n o t i f i c a t i o n but whose employer has made 
a p u b l i c announcement of the cl o s u r e or l a y o f f . 

(cc) Is long-term unemployed and has l i m i t e d o p p o r t u n i t i e s f o r 
employment or reemployment i n the same or a s i m i l a r occupation i n the 
area i n which the i n d i v i d u a l r e s i d e s , i n c l u d i n g an i n d i v i d u a l 55 
years of age or older who may have s u b s t a n t i a l b a r r i e r s to employment 
by reason of age. 

(dd) Was self-employed ( i n c l u d i n g farmers and ranchers) and i s 
unemployed as a r e s u l t of general economic c o n d i t i o n s i n the 
community i n which he or she r e s i d e s or because of n a t u r a l d i s a s t e r s . 

(ee) Was a c i v i l i a n employee of the Department of Defense employed 
at a m i l i t a r y i n s t a l l a t i o n being c l o s e d or r e a l i g n e d under the 
Defense Base Closure and Realignment Act of 1990. 

( f f ) Was an a c t i v e member of the armed forces or N a t i o n a l Guard as 
of September 30, 1990, and was e i t h e r i n v o l u n t a r i l y separated or 
separated pursuant to a s p e c i a l b e n e f i t s program. 

(gg) Is a seasonal or migrant worker who experiences chronic 
seasonal unemployment and underemployment i n the a g r i c u l t u r e 
i n d u s t r y , aggravated by c o n t i n u a l advancements i n technology and 
mechanization. 

(hh) Has been terminated or l a i d o f f , or has r e c e i v e d a n o t i c e of 
te r m i n a t i o n or l a y o f f , as a consequence of compliance w i t h the Clean 
A i r Act. 

—m-
( I I I ) Immediately preceding the q u a l i f i e d employee's 

commencement of employment w i t h the taxpayer, was a d i s a b l e d 
i n d i v i d u a l who i s e l i g i b l e f o r or e n r o l l e d i n , or has completed a 
s t a t e r e h a b i l i t a t i o n p l a n -or •is 

(IV) Immediately preceding the 
q u a l i f i e d employee's commencement o f employment w i th the taxpayer , 
was a service-connected d i s a b l e d veteran, veteran of the 
Vietnam era, or veteran who i s r e c e n t l y separated from m i l i t a r y 
s e r v i c e . 

9m-
(V ) Immediately preceding the q u a l i f i e d 

employee's commencement of employment w i t h the taxpayer, was an 
ex-offender. An i n d i v i d u a l s h a l l be t r e a t e d as convicted i f he or she 
was placed on probation by a s t a t e court without a f i n d i n g of g u i l t . 

9^^^ 
(VI ) Immediately preceding the q u a l i f i e d 
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employee's commencement of employment with the taxpayer, was a person 
eligible for or a recipient of any of the following: 

(aa) Federal Supplemental Security Income benefits. 
(bb) -Aid to Families with-Dependent—Ghildron 

Temporary Assistance for Needy Families 
(cc) Medi-Cal or Healthy Families. 
f«e4-

(dd) Food stamps. 
t^4f 

(ee) State and local general assistance. 
( f f ) Intensive services including employment training services 

funded through the federal Workforce Investment Act (Public Law 
105-220). 

(gg) Voluntary or mandatory services under the California Work 
Opportunity and Responsibility to Kids (CalWORKs) program (Chapter 2 
(commencing with Section 11200) of Part 3 of Division 9 of the 
Welfare and Institutions Code). 

(hh) Federa l Work Oppor tun i ty Tax C r e d i t (Sec t ion 51 o f the 
I n t e r n a l Revenue Code). 

(VIII) 
(VII ) Immediately preceding the q u a l i f i e d 

employee's commencement of employment with the taxpayer, was a member 
of a f e d e r a l l y recognized Indian t r i b e , band, or other group of 
Native American descent. 

(VIII) Immediately preceding the qualified employee's 
commencement of employment with the taxpayer, was a resident of a 
targeted employment area (as defined in Section 7072 of the 
Government Code) , and the employee is receiving a wage that 
does not exceed moderate income for a family of four based on the 
countywide average household income 

—m-
(IX) An employee who q u a l i f i e d the taxpayer f o r the 

e n t e r p r i s e zone h i r i n g c r e d i t under former Secti o n 23622 or the 
program area h i r i n g c r e d i t under former Secti o n 23623. 

t^ti^—Immediately •preceding the qua-l-i-f-i-ed employee's commenGomcnt 
of-employment w i t h the taxpayer, was a member of - a - t a r g e t e d group,—ae 
def i n e d i n Cection 51(d)—of the I n t e r n a l Revenue Code,—or i t o 
successor. 

(B) P r i o r i t y f o r employment s h a l l be provided to an i n d i v i d u a l who 
i s e n r o l l e d i n a q u a l i f i e d program under the f e d e r a l -Job 
T r a i n i n g Partnershi-p Act or the Greateg-^Avenueo f o r Independence Act 
of 1985 Workforce Investment Ac t o r the CalWORKs 
program or who i s e l i g i b l e as a member of a targeted group 
under the Work Opportunity Tax C r e d i t (Section 51 of the I n t e r n a l 
Revenue Code), or i t s successor. 

(5) "Taxpayer" means a c o r p o r a t i o n engaged i n a trade or business 
w i t h i n an e n t e r p r i s e zone designated pursuant to Chapter 12.8 
(commencing with S e c t i o n 7070) of D i v i s i o n 7 of T i t l e 1 of the 
Government Code. 

(6) "Seasonal employment" means employment by a taxpayer that has 
re g u l a r and p r e d i c t a b l e s u b s t a n t i a l reductions i n trade or business 
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operations. 
(c) The taxpayer s h a l l do both of the f o l l o w i n g : 
(1) Obtain from the Employment Development Department, as 

permitted by f e d e r a l law, the l o c a l county or c i t y -Job 
T r a i n i n g Partnership—Aet—adm-in-istrative e n t i t y , — t h e l o c a l oount-y-GAIN 

federal Workforce Investment Act administrative 
entity, the local county CalWORKs program office or social 
services agency, or the local government administering the enterprise 
zone, a certification that provides that a qualified employee meets 
the eligibility requirements specified in clause (iv) of subparagraph 
(A) of paragraph (4) of subdivision (b). The Employment Development 
Department may provide preliminary screening and referral to 
a—certif-ying-agency .—The Employment—Development Department shall 
deve-lop—a-form-f or this purpose businesses located in 
a zone as part of the department's implementation of the intensi 

ve s e r v i c e s a c t i v i t i e s funded through the f e d e r a l 
Workforce Investment: Ac t . The Department of Housing and 
Community Developmerit s h a l l develop r e g u l a t i o n s governing the 
issuance of c e r t i f i c a t e s by l o c a l governments pursuant to s u b d i v i s i o n 
(a) of Secti o n 7086 of the Government Code. 

(2) Re t a i n a copy of the c e r t i f i c a t i o n and provide i t upon request 
to the Franchise Tax Board. 

(d) (1) For purposes of t h i s s e c t i o n : 
(A) A l l employees of a l l cor p o r a t i o n s which are members of the 

same c o n t r o l l e d group of corporations s h a l l be t r e a t e d as employed by 
a s i n g l e taxpayer. 

(B) The c r e d i t , i f any, allowable by t h i s s e c t i o n to each member 
s h a l l be determined by reference to i t s p r o p o r t i o n a t e share of the 
expense of the q u a l i f i e d wages g i v i n g r i s e to the c r e d i t , and s h a l l 
be a l l o c a t e d i n that manner. 

(C) For purposes of t h i s s u b d i v i s i o n , " c o n t r o l l e d group of 
cor p o r a t i o n s " means " c o n t r o l l e d group of corpo r a t i o n s " as defined i n 
Se c t i o n 1563(a) of the I n t e r n a l Revenue Code, except t h a t : 

(1) "More than 50 percent" s h a l l be s u b s t i t u t e d f o r "at l e a s t 80 
percent" each place i t appears i n S e c t i o n 1563(a)(1) of the I n t e r n a l 
Revenue Code. 

( i i ) The determination s h a l l be made without regard to subsections 
(a)(4) and (e)(3)(C) of S e c t i o n 1563 of the I n t e r n a l Revenue Code. 

(2) I f an employer acquires the major p o r t i o n of a trade or 
business of another employer ( h e r e i n a f t e r i n t h i s paragraph r e f e r r e d 
to as the "predecessor") or the major p o r t i o n of a separate u n i t of a 
trade or business of a predecessor, then, f o r purposes of applying 
t h i s s e c t i o n (other than s u b d i v i s i o n (e)) f o r any calendar year 
ending a f t e r that a c q u i s i t i o n , the employment r e l a t i o n s h i p between a 
q u a l i f i e d employee and an employer s h a l l not be t r e a t e d as terminated 
i f the employee continues to be employed i n that trade or business. 

(e) (1) (A) I f the employment, other than seasonal employment, of 
any q u a l i f i e d employee w i t h respect to whom q u a l i f i e d wages are taken 
i n t o account under s u b d i v i s i o n (a) i s terminated by the taxpayer at 
any time during the f i r s t 270 days of that employment, whether or not 
consecutive, or before the c l o s e of the 270th calendar day a f t e r the 
day i n which that employee completes 90 days of employment w i t h the 
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taxpayer, the tax imposed by t h i s part f o r the taxable year i n which 
that employment i s terminated s h a l l be increased by an amount equal 
to the c r e d i t allowed under s u b d i v i s i o n (a) f o r Chat taxable year and 
a l l p r i o r taxable years a t t r i b u t a b l e to q u a l i f i e d wages paid or 
in c u r r e d w i t h respect to that employee. 

(B) I f the seasonal employment of any q u a l i f i e d employee, w i t h 
respect to whom q u a l i f i e d wages are taken i n t o account under 
s u b d i v i s i o n (a) i s not continued by the taxpayer f o r a p e r i o d of 270 
days of employment during the 60-month p e r i o d beginning w i t h the day 
the q u a l i f i e d employee commences seasonal employment with the 
taxpayer, the tax imposed by t h i s p a r t , f o r the taxable year that 
i n c l u d e s the 60th month f o l l o w i n g the month i n which the q u a l i f i e d 
employee commences seasonal employment with the taxpayer, s h a l l be 
increased by an amount equal to the c r e d i t allowed under s u b d i v i s i o n 
(a) f o r that taxable year and a l l p r i o r taxable years a t t r i b u t a b l e t o 
q u a l i f i e d wages p a i d or i n c u r r e d with respect to that q u a l i f i e d 
employee. 

(2) (A) Subparagraph (A) of paragraph (1) s h a l l not apply to any 
of the f o l l o w i n g : 

(i) A te r m i n a t i o n of employment of a q u a l i f i e d employee who 
v o l u n t a r i l y leaves the employment of the taxpayer. 

( i i ) A te r m i n a t i o n of employment of a q u a l i f i e d employee who, 
before the c l o s e of the p e r i o d r e f e r r e d to i n subparagraph (A) of 
paragraph (1), becomes d i s a b l e d and unable to perform the s e r v i c e s of 
that employment, unless that d i s a b i l i t y i s removed before the cl o s e 
of -that p e r i o d and the taxpayer f a i l s to o f f e r reemployment to that 
employee. 

( i i i ) A t e r m i n a t i o n of employment of a q u a l i f i e d employee, i f i t 
i s determined that the ter m i n a t i o n was due to the misconduct (as 
defi n e d i n Sections 1256-30 to 1256-43, i n c l u s i v e , of T i t l e 22 of the 
C a l i f o r n i a Code of Regulations) of that employee. 

(iv) A te r m i n a t i o n of employment of a q u a l i f i e d employee due to a 
s u b s t a n t i a l r e d u c t i o n i n the trade or business operations of the 
taxpayer. 

(v) A t e r m i n a t i o n of employment of a q u a l i f i e d employee, i f that 
employee i s replaced by other q u a l i f i e d employees so as to create a 
net increase i n both the number of employees and the hours of 
employment. 

(B) Subparagraph (B) of paragraph (1) s h a l l not apply to any of 
the f o l l o w i n g : 

(i) A f a i l u r e to continue the seasonal employment of a q u a l i f i e d 
employee who v o l u n t a r i l y f a i l s to r e t u r n to the seasonal employment 
of the taxpayer. 

( i i ) A f a i l u r e to continue the seasonal employment of a q u a l i f i e d 
employee who, before the close of the p e r i o d r e f e r r e d to i n 
subparagraph (B) of paragraph (1), becomes d i s a b l e d and unable to 
perform the s e r v i c e s of that seasonal employment, unless that 
d i s a b i l i t y i s removed before the c l o s e of that p e r i o d and the 
taxpayer f a i l s to o f f e r seasonal employment to that q u a l i f i e d 
employee. 

( i i i ) A f a i l u r e to continue the seasonal employment of a q u a l i f i e d 
employee, i f i t i s determined that the f a i l u r e to continue the 
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seasonal employment was due to the misconduct (as defined i n Sections 
1256-30 to 1256-43, i n c l u s i v e , of T i t l e 22 of the C a l i f o r n i a Code of 
Regulations) of that q u a l i f i e d employee. 

(iv) A f a i l u r e to continue seasonal employment of a q u a l i f i e d 
employee due to a s u b s t a n t i a l r e d u c t i o n i n the r e g u l a r seasonal trade 
or business operations of the taxpayer. 

(v) A f a i l u r e to continue the seasonal employment of a q u a l i f i e d 
employee, i f that q u a l i f i e d employee i s replaced by other q u a l i f i e d 
employees so as to create a net increase i n both the number of 
seasonal employees and the hours of seasonal employment. 

(C) For purposes of paragraph (1), the employment r e l a t i o n s h i p 
between the taxpayer and a q u a l i f i e d employee s h a l l not be t r e a t e d as 
terminated by e i t h e r of the f o l l o w i n g : 

( i ) By a t r a n s a c t i o n to which S e c t i o n 381(a) of the I n t e r n a l 
Revenue Code a p p l i e s , i f the q u a l i f i e d employee continues to be 
employed by the a c q u i r i n g c o r p o r a t i o n . 

( i i ) By reason of a mere change i n the form of conducting the 
trade or business of the taxpayer, i f the q u a l i f i e d employee 
continues to be employed i n that trade or business and the taxpayer 
r e t a i n s a s u b s t a n t i a l i n t e r e s t i n that trade or business. 

(3) Any increase i n tax under paragraph (1) s h a l l not be t r e a t e d 
as tax imposed by t h i s part f o r purposes of determining the amount of 
any c r e d i t a l l o w a b l e under t h i s p a r t . 

(f) Rules s i m i l a r to the r u l e s provided i n S e c t i o n 46(e) and (h) 
of the I n t e r n a l Revenue Code s h a l l apply to both of the f o l l o w i n g : 

(1) An o r g a n i z a t i o n to which Sect i o n 593 of the I n t e r n a l Revenue 
Code a p p l i e s . 

(2) A regulated investment company or a r e a l e s t a t e investment 
t r u s t subject to t a x a t i o n under t h i s p a r t . 

(g) For purposes of t h i s s e c t i o n , " e n t e r p r i s e zone" means an area 
designated as an e n t e r p r i s e zone pursuant to Chapter 12.8 (commencing 
w i t h S e c t i o n 7070} of D i v i s i o n 7 of T i t l e 1 of the Government Code. 

(h) The c r e d i t allowable under t h i s s e c t i o n s h a l l be reduced by 
the c r e d i t allowed under Sections 23623.5, 23625, and 23646 claimed 
f o r the same employee. The c r e d i t s h a l l a l s o be reduced by the 
f e d e r a l c r e d i t allowed under S e c t i o n 51 of the I n t e r n a l Revenue Code. 

In a d d i t i o n , any deduction otherwise allowed under t h i s part f o r 
the wages or s a l a r i e s p a i d or i n c u r r e d by the taxpayer upon which the 
c r e d i t i s based s h a l l be reduced by the amount of the c r e d i t , p r i o r 
to any r e d u c t i o n r e q u i r e d by s u b d i v i s i o n (i) or ( j ) . 

(i) In the case where the c r e d i t otherwise allowed under t h i s 
s e c t i o n exceeds the "tax" f o r the taxable year, that p o r t i o n of the 
c r e d i t that exceeds the "tax" may be c a r r i e d over and added to the 
c r e d i t , i f any, i n succeeding taxable years, u n t i l the c r e d i t i s 
exhausted. The c r e d i t s h a l l be a p p l i e d f i r s t to the e a r l i e s t taxable 
years p o s s i b l e . 

(j) (1) The amount of the c r e d i t otherwise allowed under t h i s 
s e c t i o n and S e c t i o n 23612.2, i n c l u d i n g any c r e d i t carryover from 
p r i o r years, that may reduce the "tax" f o r the taxable year s h a l l not 
exceed the amount of tax which would be imposed on the taxpayer's 
business income a t t r i b u t a b l e to the e n t e r p r i s e zone determined as i f 
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that a t t r i b u t a b l e income represented a l l of the income of the 
taxpayer subject to tax under t h i s p a r t . 

(2) A t t r i b u t a b l e income s h a l l be that p o r t i o n of the taxpayer's 
C a l i f o r n i a source business income that i s apportioned to the 
e n t e r p r i s e zone. For that purpose, the taxpayer's business 
a t t r i b u t a b l e t o sources i n t h i s s t a t e f i r s t s h a l l be determined i n 
accordance with Chapter 17 (commencing with S e c t i o n 25101). That 
business income s h a l l be f u r t h e r apportioned to the e n t e r p r i s e zone 
i n accordance with A r t i c l e 2 (commencing with S e c t i o n 25120) of 
Chapter 17, modified f o r purposes of 

t h i s s e c t i o n i n accordance w i t h paragraph (3). 
(3) Business income s h a l l be apportioned to the e n t e r p r i s e zone by 

m u l t i p l y i n g the t o t a l C a l i f o r n i a business income of the taxpayer by 
a f r a c t i o n , the numerator of which i s the property f a c t o r plus the 
p a y r o l l f a c t o r , and the denominator of which i s two. For purposes of 
t h i s paragraph: 

(A) The property f a c t o r i s a f r a c t i o n , the numerator of which i s 
the average value of the taxpayer's r e a l and t a n g i b l e personal 
property owned or rented and used i n the e n t e r p r i s e zone during the 
income year, and the denominator of which i s the average value of a l l 
the taxpayer's r e a l and t a n g i b l e personal property owned or rented 
and used i n t h i s s t a t e during the income year. 

(B) The p a y r o l l f a c t o r i s a f r a c t i o n , the numerator of which i s 
the t o t a l amount p a i d by the taxpayer i n the e n t e r p r i s e zone during 
the income year f o r compensation, and the denominator of which i s the 
t o t a l compensation p a i d by the taxpayer i n t h i s s t a t e during the 
income year. 

(4) The p o r t i o n of any c r e d i t remaining, i f any, a f t e r a p p l i c a t i o n 
of t h i s s u b d i v i s i o n , s h a l l be c a r r i e d over to succeeding taxable 
years, as i f i t were an amount exceeding the "tax" f o r the taxable 
year, as provided i n s u b d i v i s i o n ( i ) . 

(k) The changes made to t h i s s e c t i o n by the act adding t h i s 
s u b d i v i s i o n s h a l l apply to taxable years on or a f t e r January 1, 1997. 

(1) The changes made to this section by the act adding this 
subdivision shall apply only to taxable years beginning on and after 
January 1, 2011. 

SEC. 6. This act addresses the f i s c a l emergency declared and 
r e a f f i r m e d by the Governor by proclamation on January 20, 2011, 
pursuant to s u b d i v i s i o n (f) of Secti o n 10 of A r t i c l e IV of the 
C a l i f o r n i a C o n s t i t u t i o n . 

SEC. 7. This act provides f o r a tax levy w i t h i n the meaning of 
A r t i c l e IV of the C o n s t i t u t i o n and s h a l l go i n t o immediate e f f e c t . 
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ACTION REQUESTED OF THE CITY COUNCIL 

Staff requests thai the Council adopt the resolution in support of these pieces of legislation. 

O f f t ^ o f City Administrator 

Respectfully Submitted, 

Walter S. Cohen, Director 
Community and Economic Development Agency 

Approved for Forwarding to 
Rules Committee 

Reviewed by: 
Gregory Hunter, Deputy Director 
Economic Development and Redevelopment 

Prepared by: 
Susana Villarreal, Enterprise Zone Coordinator 
Economic Development 
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OAKLAND . 

OAKLAND CITY COUNCIL 

Deputy City Attorney 

Resolution No. C.M.S. 

A RESOLUTION IN SUPPORT OF AB 231, AB 232, AND ABX U, PROPOSED 
AMENDMENTS TO REFORM THE CALIFORNIA ENTERPRISE ZONE 
PROGRAM. 

WHEREAS, the City of Oakland supports AB 231, AB 232, and ABX 11, proposed ' 
amendments intended to strengthen the Enterprise Zone Program, making it more accountable 
to the public and to the Oakland community; and 

WHEREAS, the Governor's proposed 2010 — 2011 fiscal year budget advocates the 
elimination of California's Enterprise Zone Program; and 

WHEREAS, the Oakland Enterprise Zone has greatly contributed to the revitalization of our 
community, creating jobs, for local residents and attracting and retaining businesses; now, 
therefore, be it 

RESOLVED: That the best interests of the City of Oakland would be served by supporting 
AB 231, AB 232 and ABX II; and be it 

FURTHER RESOLVED: That the City Council hereby adopts a supporting postion on AB 
231, AB 232, and ABX 11. 

IN COUNCIL, OAKLAND, CALIFORNIA, 

PASSED BY THE FOLLOWING VOTE: , 

AYES - BROOKS, BRUNNER, DE LA FUENTE, KAPLAN, KERNIGHAN, NADEL, SCHAAF, AND 
PRESIDENT REID 

N O E S -

ABSENT -

ABSTENTION- ^ 

ATTEST: 

LATONDA SIMMONS , 
City Clerk and Clerl< of the Council of 

the City of Oal^land, California 


