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Summary of the Bills

Chairman ofithe Assembly Commuittee on Jobs, Economic Development, and the Economy
Committee, V. Manuel Pérez, 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.

{. 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 1ts memorandum ofiin 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, 1.e. disabled veteran or local lower income; b) the number of new jobs and the
number of replacement jobs certified; ¢) the rarige of wage rates of employees certified; and
d) the size and industry sector of businesses submitting certification requests.

7 IL 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 housmg 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.

II1. 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 certifi 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 ofiworkers 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 Qakland.

Positive Factors for Oakland

The State ofiCalifornia 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 ofithe
most powerful economic incentives in attracting and retaining businesses to QOakland 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 Qakland 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.

PLEASE RATE THE EFFECT OF THIS MEASURE ON THE CITY OF OAKLAND:

X Critical (top priority for City lobbyist, city position required ASAP}
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Very Important (priority for City lobbyist, city position necessary)
Somewhat Important (City position desirable if time and resources are available)

Minimal or None (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 INTﬁODUCED
BILL TEXT

INTRODUCED BY Assembly Members V. Manuel Perez and Alejo
(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, relating to econocmic
development, to take effect immediately, tax levy.

~

LEGISLATIVE COUNSEL'S DIGEST

Fd

AB 231, as introduced, V. Manuel Perez. Economic development:
enterprise zones: targeted employment areas.

(1) The Enterprise Zone Act provides that its purpose is to
stimulate business and industrial growth in the depressed areas of
the state by relaxing régulatory controls that impede private
investment. The act defines a targeted employment area as an area
composed sclely of those census tracts in which at least 51% of the
residents of those census tracts, determined as specified, are of
low- or moderate-income levels.

This bill would modify the definition of a targeted emplcoyment
area, as specified.

(2) The act provides that the purpose of a targeted employment
area 1s to encourage businesses in an enterprise zone t0 hire
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eligible residents of certain geographic areas within a city, county,
or city and county. :

This bill would delete that provision of the act and instead
provide that the purpose of a targeted employment area is to help
identify neighborhoods of low- and moderate-income workers for the
purpose of providing those workers with employment assistance,
training, and job placement.

(3) The act requires each governmental entity of each city,
county, or city and county that has jurisdiction over an enterprise
zone to approve, by resolution or ordinance, the boundaries of its
targeted employment area.

This bill would delete that regquirement, and instead require the
governing body of the jurisdiction administering the enterprise zone
to adopt a resolution or ordinance designating a targeted employment
area that meets specified conditions. The bill would alsoc require, if
2 or more jurisdictions are jointly administering a zone, each of
the governing bodies of the participating jurisdictions to adopt the
resolution.

{4) The act requires, within 180 days of updated United States
census data becoming available, each governmental entity of each
city, county, or city and county that has jurisdiction over an
enterprise zone to approve, by resolution or ordinance, new
boundaries for the area that reflect the new census data. The act
authorizes an enterprise zone, if no changes to the boundaries of an
area are necessary to conform the area with the most current census
data, to send a letter to the Department of Housing and Community
Development stating that a review has been undertaken and no boundary
changes are required.

This bill would delete those provisions, and instead require the
governmental entity of each city, county, or city and county that has
jurisdiction over an enterprise zone to approve, by resolution or
crdinance, new boundaries for its targeted employment area that
reflect the new household data provided by the United States Census
Bureau in its 5-year American Community Study, and to send that
resolution or ordinance to the Department of Housing and Community
Development. The bill would require the city, county, or city and
county, if no changes to the boundaries of an area are necessary, to
send a letter to the department stating that a review has been
undertaken and no boundary changes are required. The bill would
provide that if the area's boundaries are not updated, and the
department does not receive the letter within 180 days of the release
of new census information, then the area is invalidated for a period
of 2 years, except as specified.

{5) The act sets forth various requirements and limitations
relating to the formation and composition of a targeted employment
area.

This bill would revise and recast these requirements and
limitations, as specified.

{(6) The act authorizes a governing body that has already
designated a targeted employment area to request to redesignate the
area using more current census data, as specified, and requires an
area to be comprised of a census tract from only one decennial
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census.

This bill would delete that provision.

(7) The Personal Income Tax Law and the Corporation Tax Law
authorize a taxpayer to claim certain tax ificentives for activities
conducted in an enterprise zone, including a credit for wages paid
during the taxable year to a qualified employee, as defined, who is
employed by the taxpayer during the taxable year in an enterprise
zone, and those laws each set forth a schedule for the amount of the
credit based on the qualified wages of the qualified employee in each
of the first 5 years of employment.

This kill would modify the requirements that must be met for an
individual to be a qualified employee, as specified, under the
Personal Income Tax Law and the Corporation: Tax Law, thereby reducing
the scope of the credits, and make other specified changes relating
to the requirements for a taxpayer te take advantage of the credits.
The bill would require that changes made to the Personal Income Tax
Law and the Corporations Tax Law by its provisions apply to taxable
years beginning on and after January 1, 2011.

(8) This bill would include a change in state statute that would
result in a taxpayer paying a higher tax within the meaning of
Section 3 of Article XIII A of the California Constitution, and thus
would require for passage the approval of 2/3 of the membership of
each house of the Legislature.

(9) This kill weculd take effect immediately as a tax levy.

Vote: 2/3. Appropriation: no. Fiscal committee: yes.
State-mandated lecal program: no.

THE PEOPLE OF THE STATE OF CALIFORNIA DO ENACT AS FOLLOWS:
SECTION 1. Section 7072 of the Government Code is amended to read:

7072. For purposes of this chapter, the following definitions
shall apply:

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

(b) "Date of original designation" means the earlier of the
following:

(1) The date the eligible area receives designation as an
enterprise zone by the department pursuant to this chapter.

(2) In the case of an enterprise zone deemed designated pursuant
to subdivision {e) of Section 7073, the date the enterprise zone or
program area received original designation by the former Trade and
Commerce Agency pursuant to Chapter 12.8 (commencing with Section
7070) or Chapter 12.9 (commencing with Section 7080), as those
chapters read prior to January 1, 1997.

{c} "Eligible area" means any of the following:

{1} An area designated as an enterprise zcne pursuant to Chapter
12.8 {(commencing with Section 7070), as it read prior to January 1,
1997, or as a targeted economic development area, neighborhcood
development area, or program area pursuant tc Chapter 12.9
(commencing with Section 7080), as it read prior to January 1, 199%7.
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(2) A geographic area that, based upcn the determination of the
department, fulfills at least cne of the following criteria:

(A) The prcoposed gecgraphic area meets the Urban Development
Action Grant criteria cof the United States Department of Housing and
Urban Develcopment.

(B) The area within the proposed eligible area has experienced
plant closures within the past two years affecting more than 100
workers.

(C) The city or county has submitted material te¢ the department
for a finding that the proposed gecographic area meets criteria of
economic distress related to those used in determining eligibility
under the Urban Develcpment Action Grant Program and is therefeore an
eligible area.

(D) The area within the proposed zone has a history of
gang-related activity, whether or not crimesg ¢f viclence have been
committed,

(3) A geographic area that meets at least two of the following
criteria:

(A) The census tracts within the proposed eligible area have an
unemployment rate not less than 3 percentage points above the
statewide average for the most recent calendar year as determined by
the Employment Development Department.

(B) The county of the proposed eligible area has meore than 70
percent of the children enrclled in public schocl participating in
the federal free lunch program.

(C) The median household income for a family of four within the
census tracts of the proposed eligible area does not exceed 80
percent of the statewide median income for the most recently
available calendar year.

(d) "Enterprise zone" means any area within a city, county, or
city and county that is designated as an enterprise zcne by the
department in accordance with Secticn 7073.

(e) "Governing body" means a county board of supervisors or a city
council, as appropriate.

() "G-TEDA" means a gecgraphically targeted economic development
area, which is an area designated as an enterprise zone, a
Manufacturing Enhancement Area, a targeted tax area, or a local
agency military base recovery area.

(g) "High-technology industries” includes, but is not limited to,
the computer, biclogical engineering, electronics, and
telecommunications industries.

(h) "Resident," unless otherwise defined, means a person whose
principal place of residence is within a targeted employment area.

(i) —f3}—~ — "Targeted employment
area" means an area within a city, county, or city and county that
is composed sclely of those census tracts designated by the United
States Department of Housing and Urban Develcpment as having at least
51 percent of its residents of low- or moderate-income levels, using
—eithe¥r— the most recent United States
Depaxrtment—of— Census Bureau data available at
the time —cf—the—original-enterprise—sone—applieatien—or—the
most—recent—eensua—data—available--at—she—+time— the targeted
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employment area is designated teo determine that eligibiliky.
The-—purpose—of a Ytargeted-employment—areal istoenreourage
buginegeco—in—anontorprige gone—to—hire-eligible--reeidento—of
eertain-geegraphie—-areas-withina—eity,—eounty—or—eity andecounty—h
targetoed—employment—area—may—be—but o not—reguired—teo be,—the-came
ag—all-eor-parteof an-enterprige rone—A targeted—omploymentareale
boundarico—need notbe contiguove—H—targeted employment—area—dece
not—need-teo-enoompass—ecach—eligible cenous—tract—within a—eityr
eounty—er—oity—and—-ceunty—The governing bodyof ecacheitv—oountyr
er—eity—and-ccunty—-thot--hae—juriedietionof the enterpriac—rone—ohall
identi-fy-thoge~eensuas—traects—whese residente—are—in the-most—need—of
thio—employment—targeting—Only-—those—cencueotracktswithinthe
Furisdietion—of the eitycounty —or eityand ecountythathas |
Furisdiotien—of the-—enterprioczonemay be—ineluded—in—a-targeted
empleyment-areasr

e 2Pl east—aparteof cach—eligible—ecnoveotrackt within—-a
targeted—employment—area—shall-be—within—-the—territerial—Furiediction
of—the eity,—ecounty—or-eityandeounty thathacJurisdietion—feor—an
enterprise-zone-—H an—eligible eensue—tract—oncompaoasco—the
territorial—Juriodieotion—of—two—ormere loeal governmmental—entities
all-efthese-entities ohall be—a-party—te—the designatieneof—a
targetoedeomployment—area-—However—any—one—or—more—of thoee—ontitios
by—regolutien—or-erdinance—may—apeeify—-that—it——shall net
partieipate—in—the—application—acan—applicant—but—ohallagree—te
eomplete—all-actions statedwithin-the applicationthat—apply—te—its
Jurigdietion,—if the-area—i-s—designated-

—d3+Each tocal governmental—entity of-each-eiby—ecounty—eor—Coity
and—eounty—that—hae—Juriedietion-ef-an—enterprise—zenc—shaltlapproves
by reselubionor eordinanece,—the boundarica-eoftts—targetad
employment—area;,—regardless—of whether aeensus—tract—within—the
preposed-targetedemployment area—ia—ouvtside—the Jurisdiction—ef—the
loecal—governmental-—entity—-

—— A Within—180-days-of updated United Stateco—ceneus—data
beecoming—available—each—leocal-governmental entity of cach—eibyr
eountyr—or—eiby-and—eounty—that haa-Juriadietien—of aneonterprise
zone~ohall-approve—by reselutien—or-ordinance,—boundaries—of ite
targetedemployment—arca—reflecking the noeweonsus—data-—Ef--ne
ehaﬂges—afe—neeeeeafy—£e—%he—beﬁnéaries—baeeé—eﬂ—%he—meet—eﬁffeﬂe

stating—EhaE—a—fe¥&ew—hasﬂbeen—unéef%akeﬂ—by—%he—feepeetive~}eea%
gevernmental-entitico—and neoboundsrychangec—are-—reguired-

—{B+ A targeted-emplovment—area—boundary approved-—prior—to—the—2600
United-Stateco——censusdata beocomingavaitableo—that has nok—been
reviewed—and—its—boundaries—revised—to—refleet the mostreecent—eensus
data,—shall bo reviewed—andupdated —and—a—newv—regsolutieon—or
erdinanec—submitted-by—theapprepriate—local governmental entity-to
the—department—by—Julty—1—2607—However—enterprigerones—that
expire—on—or prior—to beeember 31,2008 —ehall—be—ecxempt—frem—the
wpdate—reguirement—

SEC. 2. Seetien 7672.5 of the Geowvernment Code is repealed.
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—— 37 2—5—DBy—April—3—31998—a—governing—body—that—has—alxeady
designated—a—target—enploynent—area—may-—-reguest—-by—a—resolution—of
all—cities—or—counties—having—jurisdiction—over—the—enterpriee—zone+
to—redeeignate—the—targetcd—enploynent—area—using—more—Current—census
data—A—targeted—enploynent—area—shall-be—eomprieed-ef—eensus—tracts
from—oniy—one—deeennialt-cenauss

SEC. 3. Section 7072.5 is added to the Government Code, to read:

7072.5. (a) After receiving notification from the department of
being conditionally designated as an enterprise zone, the governing
body of the jurisdiction administering the zone shall adopt a
resolution or ordinance designating a targeted employment area that
meets all the conditions of this section and those set forth in
subdivision (i) of Section 7072, and is consistent with the purpose
set forth in this section. If two or more jurisdictions are jointly
administering a zone, a resolution or ordinance designating the
targeted employment area shall be adopted by each governing body.

{b} A targeted employment area serves as the residential base of
potential low- and moderate-income workers who are available to work
in businesses located in an enterprise zone. The purpose of a
targeted employment area #s to help identify neighborhoods of low-
and moderate-income workers for the purpose of providing those
workers with employment assistance, training, and job placement.
Businesses located in a zone are encouraged to hire locally to help
address some of the poverty and economic dislocation that led to the
area's designation as a zone.

(c) (1) A targeted employment area may be, but is not reguired to
be, the same as all or part of an enterprise zone. A targeted
employment area's boundaries need not be contiquous. A targeted
employment area does not need to encompass each g¢ligible census tract
or block group within a city, county, or city and county. The
governing body of each city, county, or c¢ity and county that has
jurisdiction over the zone shall identify those census tracts whose
residents are in the most need of this employment targeting. Only
those census tracts within the jurisdiction of the city, county, or
city and county that have jurisdiction over the zone may be included
in a targeted employment area.

(2) At least part of each eligible census tract within a targeted
employment area shall be within the territorial jurisdiction of the
city, county, or city and county that has jurisdiction over an
enterprise zone. If an eligible census tract encompasses the
territorial jurisdiction of two or more local governmental entities,
all of those entities shall be a party to the designation of the
targeted employment area. However any one or more of those entities,
by resolution or ordinance, may specify that it shall not participate
in the application as an applicant, but shall agree to complete all
actions stated within the application that apply to its jurisdiction,
if the area 1s designated.

(d) (2} A targeted employment area shall be designated based on
data from the most current household income data pubklished by the
United States Census Bureau-at the time that the targeted employment
area is designated or modified, including keing updated pursuant to
paragraph (2).
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(2) Every targeted employment area boundary shall be reviewed and
updated to the extent necessary to accommodate the new household
income data provided by the United States Census Bureau in its
five-year American Community Survey. Each governmental entity of each
city, county, or city and county that has jurisdiction over an
enterprise zone shall approve, by resolution or ordinance, the
boundaries of its targeted employment area reflecting the new
household data and send a copy of its resolution with the changes
that are necessary to the boundaries based on the most current census
data, or the governmental entity that has jurisdiction over the zone
shall send a letter to the department stating that the review has
been undertaken by the respective local governmental entities and no
boundary changes are required.

(3) (A) A targeted employment area boundary that is not updated,
or for which a letter indicating that no changes are necessary has
not been received by the department within 180 days of the release of
new household data, is invalidated for a period of two years, except
as modified by subparagraph (C).

(B) The department shall send a notice to the Franchise Tax Board
and the local enterprise zone administrator that the targeted
employment area is invalid and that no additicnal employees will be
certified based on an employee living in a targeted employment area,
other than a business that has already had one or more vouchers
certified by the zone using the targeted employment area as the
qualifying criterion under subparagraph (A) of paragraph (4) of
subdivision (b) of Sections 17053.74  and 23622.7 of the Revenue and
Taxation Code.

(C) A business that has previously received certification of an
employee is exempt from subparagraph (A). The vouchering exemption is
nontransferable to any other business.

SEC. 4. Section 17053.74 of the Revenue and Taxation Code is
amended to read:

17053.74. (a) There shall be allowed a credit against the "net
tax" (as defined in Section 17038) to a taxpayer who employs a
gqualified employee in an enterprise zone during the taxable year. The
credit shall be equal to the sum of each of the following:

(1) Fifty percent of qualified wages in the first year of
employment.

(2) Forty percent of qualified wages in the second year of
employment .

(3) Thirty percent of gqualified wages in the third year of
employment.

(4) Twenty percent of gqualified wages in the fourth year of
employment.

(5) Ten percent of qualified wages in the fifth year of
employment .

(b) For purposes of this section:

(1) "Qualified wages" means:

(A) (i) Except as provided in clause (ii), that portion of wages
paid or incurred by the taxpayer during the taxable year to qualified
employees that does not exceed 150 percent of the minimum wage.

{ii) For up to 1,350 qualified employees who are employed by the
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taxpayer in the Long Beach Enterprise Zone in aircraft manufacturing
activities described in Codes —3321—to—3328,—inelueiye—and
code—3812—of—the-Standard—-Endustrial—Classification—{5Ie)—Manual

311 to 339, inclusive, of the North American Industry
Classification System published by the Bnited States Office of
Management and Budget, —1887— 2007
edition, "qualified wages" means that portion of hourly wages that
does rnot exceed 202 percent of the minimum wage.

(B) Wages received during the 60-month period beginning with the
first day the employee commences employment with the taxpayer.
Reemployment in connection with any increase, including a regularly
occurring seasonal increase, in the trade or business operations of
the taxpayer does not constitute commencement of employment for
purposes of this section.

(C) Qualified wages do not include any wages paid or incurred by
the taxpayer on or after the zone expiration date. However, wages
paid or incurred with respect to qualified employees who are employed
by the taxpayer within the enterprise zone within the 60-month
period prior to the zone expiration date shall continue to gualify
for the credit under this section after the zone expiration date, in
accordance with all provisions of this section applied as if the
enterprise zone designation were still in existence and binding.

{2) "Minimum wage" means the wage established by the Industrial
Welfare Commission as prowided for in Chapter % (commencing with
Section %%*7%) of Part 4 of Bivision 2 of the Labor Code.

{3) "Zone expiration date" means the date the enterprise zone
designation expires, is no longer binding, or becomes inoperative.

{4) {A) "Qualified employee" means an indiwxidual who meets all of
the following requirements:

(1) At least 90 percent of whose services for the taxpayer during
the taxable year are directly related to the conduct of the taxpayer'
s trade or business located in an enterprise zone.

{(ii) Performs at least 50 percent of his or her services for the
taxpayer during the taxable year in an enterprise zone.

{iii) Is hired by the taxpayer after the date of original
designation of the area in which services were performed as an
enterprise zone.

{iv) Is any of the following:
—(F)—Fmmediately—preeeding—the—qualified—employeets—commencement—of
emp koymeat—wi-th—the—taxpayer—was—a-person—eligible—for—services
under—the—federal—Job—Praining—pPartnership—Aet—26 U5 C—Sec—150%
et—seg—}l—or—ite—suscessor—who—ie—receiving—or—is—-eligible—to
receive;,—subsidized—empFoyment—training—er—eervieeca—funded—by—-the
Federal—JFob—Praining—Partnexship-het—or—ite—suceessor—

—(FF)—Tmmediately—preceding—the—qualified—employeetls—oommeneement
of—employment—with—the—taxpaycr—was—a—person—eligibte—to-boa

o luntary—or—mandatory—registrant—under—the—8reater—Avenues—for
Indcpendeneo—hAet—0f 1585 {GATN)—provided—for—pursuant—to—Artisle—3-2
{commeneing—with—Section—+1320)—of—Chapter--2—of-Part-3—of-Bivision—-
of-—the-Welfare—and—Institutione—Code—or—ite—-suceessor—
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—+{IILT)

(I ) Immediately preceding the qualified
employee's commencement of employment with the taxpayer, was an
economically disadvantaged individual 14 years of age or older.

—F

(II) Immediately preceding the gualified employee's
commencement of employment with the taxpayer, was a dislocated worker
who meets any of the following:

(aa) Has been terminated or laid off or who has received a notice
of termination or layoff from employment, is eligible for or has
exhausted entitlement to unemployment insurance benefits, and is
unlikely to return to his or her previous industry or occupation.

(bb) BHas been terminated or has received a notice of termination
of employment as a result of any permanent closure or any substantial
layoff at a plant, facility, or enterprise, including an individual
who has not received written notification but whose employer has made
a public announcement of the closure or layoff.

(cc) Is long-term unemployed and has limited opportunities for
employment or reemployment in the same or a similar occupation in the
area in which the individual resides, including an individual 55
years of age or older who may have substantial barriers to employment
by reason of age.

(dd) Was self-employed (including farmers and ranchers) and is
unemployed as a result of general economic conditions in the
community in which he or she resides or because of natural disasters.

(ee) Was a civilian employee of the Department of Defense employed
at a military installation being closed or realigned under the
Defense Base Closure and Realignment Act of 19390,

(ff) Was an active member of the armed forces or Naticnal Guard as
of September 30, 1990, and was either involuntarily separated or
separated pursuant to a special benefits program.

(gg) Is a seasonal or migrant worker who experiences chronic
seasonal unemployment and underemployment in the agriculture
industry, aggravated by continual advancements in technology and
mechanization.

(hh) Has been terminated or laid off, or has received a notice of
termination or layoff, as a consequence of compliance with the Clean
Air Act.

—45

(III) Immediately preceding the qualified employee's
commencement of employment with the taxpayer, was a disabled
individual who is eligible for or enrcolled in, or has completed a
state rehabilitation plan —or—ie— .

(IV) Immediately preceding the
qualified employee's commencement of employment with the taxpayer,
was a service-connected disabled veteran, veteran of the
Vietnam era, or veteran who is recently separated from military
service, '
— W

(V ) Immediately preceding the gualified
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employee's commencement of employment with the taxpayer, was an
ex-offender. An individual shall be treated as convicted if he or she
was placed on probation by a state court without a finding of guilt.

— R

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

faa) Federal Supplemental Security Income benefits.

{bb) —Aid—toFamilies—with-DBependent-children

Temporary Assistance for Needy Families

(cc) Medi-Cal or Healthy Families.
—teel

(dd) Food stamps.

—tda)

(ee) State and local general assistance.

(ff) 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 Ccde).

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

—{(TITF

(VII ) Immediately preceding the qualified
employee’'s commencement of employment with the taxpayer, was a member
of a federally recognized Indian tribe, band, or other group of
Native American descent.

—F-

(VIIT) Immediately preceding the qualified employee's
commencement cf 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
con the countywide household income
—tr

(IX) An employee whe qualified the taxpayer for the
enterprise zone hiring credit under former Section 17053.8 or the
program area hiring credit under former Section 17053.11.

—— (¥ —Immediately—preeeding—the—quali-fied-employeets—commencement
of—employment--with-the—taxpayer—was—a—member—ocf—a—targeted—group—ae
defined—in—Section—-5l4di—of—the—TInternal—Revenue—Lode—or—its
sueeessOr—

(B) Priority for employment shall be provided to an individual who
is enrclled in a qualified program under the federal —Job
Praining—Partnership—het—or—the—Greater—aAvenues—{for~Indspendence—-aet
of—1985— Workforce Investment Act or the CalWORKs
program or who is eligible as a member of a targeted group
under the Work Opportunity Tax Credit (Section 51 of the Internal
Revenue Code), or its successcr.
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(5) "Taxpayer" means a person or entity engaged in a trade or
business within an enterprise zone designated pursuant to Chapter
12.8 (commencing with Section 7070} of the Government Code.

{6) "Seasonal employment" means employment by a taxpayer that has
regular and predictable substantial reductions in trade or business
operations.

{¢) 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 —sob
Training—Parsnership-Act—admini-steative—entity—the—locat—county—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 which provides that a qualified employee meets
the eligibility requirements specified in clause (iv) of
subparagraph (&) of paragraph (4) of subdivision (k). The Employment
Development Department may provide preliminary screening and referral
to —a—eertifying—agency-—The—Employment—Development
Depaxtment—shall-develop—a—form—for—this—purpoae
businesses located in an enterprise zone as of the department's
implementation of the intensive services activities funded through
the federal workforce Investment Act . The Department of
Housing and Community Development shall develop regqgulations governing
the issuance of certificates by local dovernments pursuant to
subdivision (a) of Section 7086 of the Government Code.

{2) Retain a copy of the certification and provide it upon request
to the Franchise Tax Board.

{d} (1) For purposes of this section:

{a) All employees of trades or businesses, which are not
incorporated, that are under common contrel shall be treated as
employed by a single taxpayer.

(B) The credit, if any, allowable by this section with respect to
each trade or business shall be determined by reference to its
proportionate share of the expense of the qualified wages giving rise
to the credit, and shall be allocated in that manner.

(C) PBrinciples that apply in the case of controlled groups of
corporations, as specified in subdivision (d) of Section 23622.7,
shall apply with respect to determining employment.

{(2) If an employer acquires the major portion of a trade or
business of another employer (hereinafter in this paragraph referred
to as the "predecessor") or the major portion of a separate unit of a
trade or business of a predecessor, then, for purposes of applying
this section {(other than subdivision (e)) for any calendar year
ending after that acquisition, the employment relationship between a
qualified employee and an emplover shall not be treated as terminated
if the employee continues to be employed in that trade or business.

(e} (1) (A) If the employment, other than seasonal employment, of
any qualified employee, with respect to whom qualified wages are
taken into account under subdivision (a) is terminated by the
taxpayer at any time during the first 270 days of that employment
(whether or not consecutive) or before the close of the 270th
calendar day after the day in which that employee completes 90 days
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of employment with the taxpayer, the tax imposed by this part for the
taxable year in which that employment is terminated shall be
increased by an amount equal to the credit allowed under subdivision
(a) for that taxable year and all pricr taxable years attributable to
qualified wages paid or incurred with respect to that employee.

(B) If the seasonal employment of any gqualified employee, with
respect to whom qualified wages are taken intec account under
subdivision (a) is not continued by the taxpayer for a periocd of 270
days of employment during the 60-month period beginning with the day
the qualified employee commences seasonal employment with the
taxpayer, the tax imposed by this part, for the taxable year that
includes the 60th month following the month in which the qualified
employee commences seasonal employment with the taxpayer, shall be
increased by an amount equal to the credit allowed under subdivision
(a) for that taxable year and all prior taxable years attributable to
qualified wages paid or incurred with respect to that qualified
employee.

(2} (A) Subparagraph [(A) of paragraph (1) shall not apply to any
cf the following:

(i) A termination of employment of a qualified
employee who voluntarily leaves the employment of the taxpayer.

(ii) A termination of employment of a qualified employee who,
before the c¢lose of the period referred to in paragraph (1), becomes
disabled and unable to perform the services c¢f that employment,
unless that disability is removed before the close of that pericd and
the taxpayer fails to offer reemployment to that employee.

{iii} A termination of employment of a gqualified employee, if it
is determined that the termination was due to the misconduct (as
defined in Sections 1256-30 to 1256-43, inclusive, of Title 22 of the
California Code of Regulations) of that employee.

(iv) A termination of employment of a qualified employee due to a
substantial reduction in the trade or business operations of the
taxpayer.

(v) A termination of employment of a qualified employee, if that
employee is replaced by other gqualified employees so as to create a
net increase in both the number of employees and the hours of
employment.

(B) Subparagraph (B) of paragraph (1) shall not apply to any of
the following:

(i) A failure to continue the seascnal employment of a qualified
employee who voluntarily fails te return to the seascnal employment
of the taxpayer.

{ii) A failure to continue the seasonal employment of a qualified
employee who, before the close of the period referred to in
subparagraph (B) of paragraph (1), becomes disabled and unakle to
perform the services of that seasonal employment, unless that
disability is removed before the close of that period and the
taxpayer fails to offer seascnal employment to that qualified
employee.

(iii) A failure to continue the seascnal employment of a qualified
employee, if it is determined that the failure tc continue the
seasonal employment was due to the misconduct (as defined in Sections
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1256-30 to 1256-43, inclusive, of Title 22 of the California Code of
Regulations) of that gualified employee.

(iv) A failure to continue seascnal employment of a qualified
employee due to a substantial reduction in the regular seasonal trade
or business operations of the taxpayer.

(v} A failure to continue the seasonal employment of a qualified
employee, if that qualified employee is replaced by other qualified
employees so as to create a net increase in both the number of
seasonal employees and the hours of seasonal employment.

(C) For purposes of paragraph (1), the employment relationship
between the taxpayer and a qualified eumployee shall not be treated as
terminated by reason of a mere change in the form of conducting the
trade or business of the taxpayer, if the gualified employee
continues to be employed in that trade or business and the taxpayer
retains a substantial interest in that trade or business.

(3) Any increase in tax under paragraph (1) shall not be treated
as tax imposed by this part for purpeses of determining the amount of
any credit allowable under this part.

(£) In the case of an estate or trust, both of the following
apply:

(1) The qualified wages for any taxable year shall be apportioned
between the estate or trust and the beneficiaries on the basis of the
income of the estate or trust allocable to each.

(2} Any beneficiary to whom any qualified wages have been
apportioned under paragraph (1) shall be treated, for purposes of
this part, as the employer with respect to those wages.

{(g) For purpcses of this section, "enterprise zone" means an area
designated as an enterprise zone pursuant te Chapter 12.8 (commencing
with Section 7070) of Division 7 of Title 1 of the Government Code.

{h) The credit allowable under this section shall be reduced by
the credit allowed under Sections 17053.10, 17053.17 and 17053.46
claimed for the same employee. The credit shall also be reduced by
the federal credit allowed under Section 51 of the Internal Revenue
Code. .

In addition, any deduction otherwise allewed under this part for
the wages or salaries paid or incurred by the taxpayer upon which the
credit is based shall be reduced by the amount of the credit, prior —
to any reduction required by subdivision (i) or (j}.

(i} In the case where the credit otherwise allowed under this
section exceeds the "net tax" for the taxable year, that portion of
the credit that exceeds the "net tax" may be carried over and added
to the credit, if any, in succeeding taxable years, until the credit
ig exhausted. The credit shall be applied first to the earliest
taxable years possible.

(3j) (1) The amocunt of the credit otherwise alleowed under this
section and Section 17053.70, including any credit carryover from
prior years, that may reduce the "net tax" for the taxable year shall
not exceed the amount of tax which would be imposed on the taxpayer'
g business income attributable to the enterprise zone determined as
if that attributable income represented all of the income of the
taxpayer subject to tax under this part.

(2) Attributable income shall be that portion of the taxpayer's
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California scurce business income that is apporticned to the
enterprise zone. For that purpose, the taxpayer's business income
attributable to sources in this state first shall be determined in
accordance with Chapter 17 (commencing with Sectien 25101) of Part
11. That business inccme shall be further apporticned to the
enterprise zone in accordance with Article 2 (commencing with Section
25120} cof Chapter 17 of Part 11, modified for purpcoses of this
section in accordance with paragraph (3).

(3} Business income shall be apportioned to the enterprige zone by
multiplying the total California business income of the taxpayer by
a fraction, the numerator of which is the property factor plus the
payrell facteor, and the dencminator of which is twe. For purpceses of
this paragraph:

(A) The property factor is a fraction, the numerator of which is
the average value of the taxpayer's real and tangikle perscnal
property owned or rented and used in the enterprise zone during the
taxable year, and the denominator of which is the average value of
all the taxpayer's real and tangible perscnal property owned or
rented and used in this state during the taxable year.

(B} The payrecll factor is a fraction, the numerator of which is
the total amount paid by the taxpayer in the enterprise zone during
the taxable year for compensation, and the denominater of which is
the total compensation paid by the taxpayer in this state during the
taxable year.

(4) The porticn of any credit remaining, if any, after application
of this subdivision, shall be carried over to succeeding taxable
years, as if it were an amount exceeding the "net tax" for the
taxable year, as provided in subdivisicn (i).

(k) The changes made to this section by the act adding this
subdivision shall apply to taxable years beginning on or after
January 1, 1997.

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

SEC. 5. Section 23622.7 of the Revenue and Taxation Cede is
amended to read:

23622.7. (a} There shall ke allcocwed a credit against the "tax"
(as defined by Section 23036) to a taxpayer who employs a qualified
employee in an enterprise zone during the taxable year. The credit
shall be equal to the sum of each of the following:

(1) Fifty percent of qualified wages in the first year of
employment.

(2) Forty percent of qualified wages in the second year of
employment .

(3) Thirty percent of qualified wages in the third year of
employment . .

(4) Twenty percent of qualified wages in the fourth year of
employment .

(5) Ten percent of qualified wages in the fifth year of
employment. .

(b} For purposes of this section:

(1) "Qualified wages" means:
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(A) (i) Except as provided in clause (ii}, that portion of wages
paid or incurred by the taxpayer during the taxable year to qualified
employees that does not exceed 150 percent of the minimum wage.

{(ii) For up to 1,350 qualified employees who are employed by the
taxpayer in the Long Beach Enterprise Zone in aircraft manufacturing
activities described in Codes —3321—to—3F28—3inclusive—and
Code—3812—of—theStandard—Industrial—Classifigation—{&Fc—Manual

311 to 339, inclusive, of the North American Industry
Classification System published by the United States Office of
Management and Budget, —4%87— 2007
edition, "qualified wages" means that portion of hourly wages that
does not exceed 202 percent of the minimum wage.

(B} Wages received during the 60-month period beginning with the
first day the employee commences employment with the taxpayer.
Reemployment in connection with any increase, including a regularly
occurring seasonal increase, in the trade or business operations of
the taxpayer does not constitute commencement of employment for
purposes of this section. ‘

(C) Qualified wages do not include any wages paid or incurred by
the taxpayer on or after the zone expiration date. However, wages
paid or incurred with respect to qualified employees who are employed
by the taxpayer within the enterprise zone within the 60-month
period prior to the zone expiration date shall continue to qualify
for the credit under this section after the zone expiration date, in
accordance with all provisions of this section applied as if the
enterprise zone designation were still in existence and bkinding.

(2) "Minimum wage'" means the wage established by the Industrial
Welfare Commission as provided for in Chapter 1 (commencing with
Section 1121} of Part 4 of Diwision 2 of the Labor Code.

(3) "Zone expiration date' means the date the enterprise zone
designation expires, is no longer binding, or becomes inoperative.

(4) (A) "Qualified employee" means an individual who meets all of
the following regquirements:

(i) At least 90 percent of whose services for the taxpayer during
the taxable year are directly related to the conduct of the taxpayer'
s trade or business located in an enterprise zone.

(ii} Performs at least 50 percent of his or her services for the
taxpayer during the taxable year in an enterprise zone.

(iii) Es hired by the taxpayer after the date of original
designation of the area in which services were performed as an
enterprise zone.

(iv} Is any of the following:
—H—Fmmediately—preceding—the—gqualified-employeels—eommnoneament—of
employment—with—the—taxpayer—was—a—person—eligible—for--serviees
under—the—federal-dob-—Fraining—Partnership—-Act—25-8-5-C—5ce—1501
et~aeg—}or—tts—successor—who—is—reeeiving—or—is—eligible—to
receive,—subsidized—employment—rtraining—or—servieea--funded-by—the
federal—Job—Praining—Lartrexehip-Act+—or—its—suceessor—

—{(FF)—Fmmediately—preceding—ehe—gualifled—employeels—commerncement
of—employment—with—the-taxpayer—was—a—person—eligible—to—be—a
¥oluntary—or—mandatory—regietrant—under—the—&reater—Avenuves—for
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Independenee-—-Aet—of—1985—-GAIN—provided—for—pursuant—to-Artiele 32
“{-eommoncing—with—Section—11320)—of—Chapter2—ofPart—3—of-Division—3
of—theWelfare—-and—Institutions—Gode—ocr—i-tes—successor—

. . o s

{ I) Immediately preceding the qualified
employee's commencement of employment with the taxpayer, was an
economically disadvantaged individual 14 years of age or older.

—F

{IT) Immediately preceding the qualified employee's
commencement of employment with the taxpayer, was a dislocated worker
who meets any of the following:

{aa) Has been terminated or laid off or who has received a notice
of termination or layoff from employment, is eligible for or has
exhausted entitlement to unemployment insurance benefits, and is
unlikely to return to his or her previous industry or occupation.

{bb) Has been terminated or has received a notice of termination
of employment as a result of any permanent c¢losure or any substantial
layoff at a plant, facility, or enterprise, including an individual
who has not received written notification but whose employer has made
a public announcement of the closure or layoff.

(cc) Is long-term unemployed and has limited opportunities for
employment or reemployment in the same or a similar occupation in the
area in which the individual resides, including an individual 55
years of age or older who may have substantial barriers to employment
by reason of age.

(dd} Was self-employed (including farmers and ranchers) and is
unemployed as a result of general economic conditions in the
community in which he or she resides or because of natural disasters.

(ee) Was a civilian employee of the Department of Defense employed
at a military installation being closed or realigned under the
Defense Base Closure and Realignment Act of 1930.

(Ef) Was an active member of the armed forces or Naticnal Guard as
of September 30, 1990, and was either involuntarily separated or
separated pursuant to a special benefits program,

(gg) Is a seasonal or migrant worker who experiences chronic
seasonal unemployment and underemployment in the agriculture
industry, aggravated by continual advancements in technology and
mechanization.

(hh) Has been terminated or laid off, or has received a notice of
termination or layoff, as a consequence of compliance with the Clean
Air Act.

_qu.

(ITI) Immediately preceding the qualified employee's
commencement of employment with the taxpayer, was a disabled
individual who is eligible for or enrclled in, or has completed a
state rehabilitation plan —or—is—

(IV) Immediately preceding the
qualified employee's commencement of employment with the taxpayer,
was a service-connected disabkled veteran, veteran of the

Item:
Rules & Legislation Committee
March 17, 2011



Dan Lindheim
CEDA: Bill Analvsis—Enterprise Zone reform AB 231, AB 232, and ABX1 11 Page 20 of 60

Vietnam era, or veteran who is recently separated from military
service.
-

(Vv ) Immediately preceding the qualified
employee's commencement of employment with the taxpayer, was an
ex-offender. An individual shall be treated as convicted if he cor she
was placed on prokbation by a state court without a finding of guilt.

—ED

(VI J 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-Bependent—chitdren

Temporary Assistance for Needy Families
(cc) Medi-Cal or Healthy Families.
—foet
(dd) Food stamps.
—tady
(ee) State and local general assistance.

(ff) 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 Bivision 9 of the
wWelfare and Institutions Code).

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

——{ITIH

(VII ) Immediately preceding the qualified
employee's commencement of empleoyment with the taxpayer, was a member
of a federally recognized Indian tribe, band, or other group of
Native American descent.
T3

(VIII) Immediately preceding the qualified employee's
commencement of empleoyment with the taxpayer, was a resident of a
targeted employment area f(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

—
(IX) An employee who qualified the taxpayer for the

enterprise zone hiring credit under former Section 23622 or the
program area hiring credit under former Section 23623.
— ) TImmediately—preeeding—the—qualified—employeels—eommneneement
of--employment—with—the—taxpayer—was—a—nember—of—a—targeted—groupr—as
defined—in—Section—5i{diy—of—the—Internal—Revenue—code—or—its
SUeeesSSerr

(B) Priority for employment shall be provided te an individual who
is enrclled in a gualified program under the federal —Job
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Training—Partnership—het--cr—theGreater—aAvenues—for—Indepcndcenee-het
of—1885— Workforce Investment Act or the CalWORKs

program or who is eligible as a member of a targeted group

under the Work Oppertunity Tax Credit (Section 51 of the Internal
Revenue Code}, or its successor.

(5) "Taxpayer" means a corporation engaged in a trade or business
within an enterprise zone designated pursuant to Chapter 12.8
(commencing with Section 7070) of Division 7 of Title 1 of the
Government Code.

(6) "Seasonal employment” means employment by a taxpayer that has
regular and predictable substantial reductions in trade or bhusiness
operations.

(c) The taxpayer shall deo both of the fellewing:

(1) Obtain from the Employment Development Department, as
permitted by federal law, the local county or city —JFcb
Fraiwing—Partnership-Act—administratives—entity—the—3ccal—ocounty—GAIN

federal Werkforce 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 Develecpment
Department may provide preliminary screening and referral to
a—eerti-fying—agency—The-Employment—Development-Department—shalt
deverep—a—foerm—{forthispurpose— businesses located in
a zone as part of the department's implementation of the intensive
services activities funded through the federal Workforce Investment
Act . The Department of Housing and Community Development shall
develop regulaticns governing the issuance of certificates by local
governments pursuant to subdivisiocn (a) of Section 7086 of the
Government Code.

(2) Retain a copy of the certification and provide it upeon reguest
to the Franchise Tax Board.

(d) (1) For purposes of this section:

(&) All employees of all corporations which are members of the
same ceontrolled group of corporations shall be treated as employed by
a single taxpayer.

(B) The credit, if any, allowable by this section to each member
shall be determined by reference to its proportiocnate share of the
expense of the qualified wages giving rise to the credit, and shall
be allocated in that manner.

(C) For purposes of this subdivision, "controlled group of
corporations" means "controlled group of corporaticns" as defined in
Section 1563{(a) of the Internal Revenue Code, except that:

(i) "More than 50 percent” shall be substituted for "at least 80
percent" each place it appears in Section 1563 (a) (1) of the Internal
Revenue Code.

(ii) The determination shall be made without regard to subsections
(a) (4) and (e) (3) {(C} of Secticon 1563 of the Internal Revenue Ceode.

(2) If an employer acquires the major portion of a trade or
business of another emplecyer (hereinafter in this paragraph referred
to.as the "predecessor") or the major portion of a separate unit of a
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trade or business of a predecessor, then, for purposes of applying
this section {(other than subdivision (e}) for any calendar year
ending after that acquisition, the employment relationship between a
gualified employee and an employer shall not be treated as terminated
if the employee continues to be employed in that trade or business.

(e) (1) (A) If the employment, other than seasonal employment, of
any qualified employee with respect to whom gualified wages are taken
inteo account under subdivision (a) is terminated by the taxpayer at
any time during the first 270 days of that employment, whether or not
consecutive, or before the close of the 270th calendar day after the
day in which that employee completes 90 days of employment with the
taxpayer, the tax imposed by this part for the taxable year in which
that employment is terminated shall be increased by an amount equal
to the credit allowed under subdivision {a) for that taxable year and
all prior taxable years attributable to qualified wages paid or
incurred with respect to that employee.

(B) If the seasonal employment of any gqualified employee, with
respect to whom qualified wages are taken into account under
subdivision {a) is not continued by the taxpayer for a periocd of 270
days of employment during the 60-month period beginning with the day
the qualified employee commences seasonal employment with the
taxpayer, the tax imposed by this part, for the taxable year that
includes the 60th month following the month in which the qgualified
employee commences seasonal employment with the taxpayer. shall be
increased by an amount equal to the credit allowed under subdivision
(a) for that taxable year and all prior taxable years attributable to
qualified wages paid or incurred with respect to that gqualified
employee.

(2) (A) Subparagraph (A) of paragraph (1) shall not apply to any
of the following:

(i) A termination of employment of a gualified employee who
voluntarily leaves the employment of the taxpayer.

(ii) A termination of employment of a qgualified employee who,
before the close of the period referred to in subparagraph (A) of
paragraph (1), becomes disabled and unable to perform the services of
that employment, unless that disability is removed before the close
of that period and the taxpayer fails to offer reemployment to that
employee.

{(iii) A termination of employment of a gualified employee, if it
is determined that the termination was due to the misconduct (as
defined in Sections 1256-30 to 12%6-43, inclusive, of Title 22 of the
California Code of Regulaticns) of that employee.

(iv) A termination of employment of a qualified employee due to a
substantial reduction in the trade or business operations of the
taxpayer.

(v) A termination of employment of a qualified employee, if that
employee is replaced by other qualified employees so as to create a
net increase in both the number of employees and the hours of
employment .

(B) Subparagraph (B) of paragraph (1) shall not apply to any of
the following:

(i) A failure to continue the seasonal employment of a gqualified
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employee who voluntarily fails to return to the seasonal employment
of the taxpayer.

(ii) A failure to continue the seasonal employment of a qualified
employee who, before the close of the pericd referred to in
subparagraph (B} of paragraph (1), becomes disabkled and unabkle to
perform the services of that seasonal employment, unless that
disability is removed before the close of that period and the
taxpayer fails to offer seasonal employment to that qualified
employee.

(iii) A failure to continue the seasonal employment of a gqualified
employee, if it is determined that the failure to continue the
seasonal employment was due to the misconduct {(as defined in Sections
1256-30 to 1256-43, inclusive, of Title 22 of the California Code of
Regulations) of that qualified employee.

(iv) A failure to continue seasonal employment of a qualified
employee due to a substantial reduction in the regular seasonal trade
or business operations of the taxpayer.

(v) A failure to continue the seasonal employment of a qualified
employee, if that qualified employee is replaced by other qualified
employees so as to create a net increase in both the number of
seasonal employees and the hours of seasonal employment.

(C} For purposes of paragraph (1), the employment relationship
between the taxpayer and a qualified employee shall not be treated as
terminated by either of the following:

(i} By a transaction to which Section 38l1(a) of the Internal
Revenue Code applies, if the qualified employee continues to be
employed by the acgquiring corporation.

(ii) By reason of a mere change in the form cof conducting the
trade or business of the taxpayer, if the gqualified employee
continues to be employed in that trade or business and the taxpayer
retains a substantial interest in that trade or business.

(3) Any increase in tax under paragraph (1) shall not be treated
as tax imposed by this part for purposes of determining the amount of
any credit allowable under this part.

(£) Rules similar to the rules provided in Section 46(e) and (h)
of the Internal Revenue Code shall apply to both of the following:

(1) An organization to which Section 593 of the Internal Revenue
Code applies.

(2) A regulated investment company or a real estate investment
trust subject to taxation under this part.

(g) For purposes of this section, "enterprise zone" means an area
designated as an enterprise zone pursuant to Chapter 12.8 (commencing
with Section 7070) of Division 7 of Title 1 of the Government Code.

{h) The credit allowable under this section shall be reduced by
the credit allowed under Sections 23623.5, 23625, and 23646 claimed
for the same employee. The credit shall also be reduced by the
federal credit allowed under Section 51 of the Internal Revenue Code.

In addition, any deduction otherwise allowed under this part for
the wages or salaries paid or incurred by the taxpayer upon which the
credit is based shall be reduced by the amount of the credit, prior
to any reduction required by subdivision (i) or (j}.
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{i) In the case where the credit cotherwise allowed under this
section exceeds the "tax" for the taxable year, that portion of the
credit that exceeds the "tax" may be carried over and added to the
credit, if any, in succeeding taxable years, until the credit is
exhausted. The credit shall be applied first to the earliest taxable
years possible.

{j) {1) The amount of the c¢redit otherwise allowed under this
section and Section 23612.2, including any credit carryover from
prior years, that may reduce the "tax" for the taxable year shall not
exceed the amount of tax which would be imposed on the taxpayer's
business income attributable to the enterprise zone determined as if
that attributable income represented all of the income of the
taxpayer subject to tax under this part.

{2) Attributable income shall be that portion of the taxpayer's
California source business income that is apporticned to the
enterprise zone. For that purpose, the taxpayer's business
attributable to sources in this state first shall be determined in
accordance with Chapter 17 (commencing with Section 25101). That
business income shall be further apporticned tco the enterprise zone
in accordance with Article 2 {(commencing with Section 25129) of
Chapter 17, modified for purposes -

of this section in accordance with paragraph (3).

{3) Business income shall be apportioned to the enterprise zone by
multiplying the total California business income cof the taxpayer by
a fraction, the numeratcr of which is the property factor plus the
payroll factor, and the denominator of which is two. For purposes of
this paragraph:

{A) The property factor is a fraction, the numerator of which is
the average value of the taxpayer's real and tangible perscnal
property owned or rented and used in the enterprise zone during the
income year, and the denominator of which is the average value of all
the taxpayer's real and tangible personal property owned or rented
and used in this state during the income year.

{B) The payroll factor is a fraction, the numerator of which is
the total amount paid by the taxpayer in the enterprise zone during
the income year for compensaticn, and the denominator of which is the
total compensation paid by the taxpayer in this state during the
income year.

{4) The portion of any credit remaining, if any, after application
of this subdivision, shall be carried over to succeeding taxable ]
years, as if it were an amount exceeding the "tax" for the taxable
year, as provided in subdivision {i).

{k) The changes made tc this secticn by the act adding this
subdivision shall apply to taxable years on or after 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 for a tax levy within the meaning of
Article IV of the Constitution and shall go into immediate effect.
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BILL NUMBER: AB 232 INTRODUGCED
BILL TEXT

INTRODUCED BY Assembly Members V. Manuel Perez and Alejo
(Coauthor: Assembly Membey Bradford)

FEBRUARY 2, 2011

An act to amend Sections 7071, 7073.1, 7074, 7076, 7076.1, 7081,
7082, 7085, and 7085.1 of the Government Cede, relating to economic
development.

LEGISLATIVE COUNSEL'S DIGEST

AB 232, as introduced, V. Manuel Perez, Ecconomic development:
Enterprise Zones. .

(1) The Enterprise Zone Act provides that its purpose is to
stimulate business and industrial growth in the depressed areas of
the state by relaxing regulatory controls that impede private
investment .

This bill would delete that purpose and instead provide that the
purpose of the act is to help stabilize local communities, alleviate
poverty, and enhance the state's economic prosperity through the
implementation of public and privately funded programs and services
that stimulate business and industrial growth in the depressed areas
of the state.

(2) The act prohibits the designation of an enterprise zone in
which any boundary therecf is drawn so as to include larger stable
businesses or heavily residential areas to the detriment of truly
economically depressed areas.

This bill would delete that prohibition.

(3) The act authorizes any city, county, or city and county with
an eligible area within its jurisdiction to complete a preliminary
application for designation as an enterprise zone. The act requires
the applying entity to establish definitive boundaries for the
proposed enterprise zone and the targeted employment area.

This bill would prohibit, if a census tract or portion of a census
tract included in an enterprise zcone proposed on or after January 1,
2011, is within, or previocusly was within, the boundaries of a
previously designated enterprise zone, the aggregate size of the
propesed enterprise zone from exceeding the size of the previously
designated enterprise zone by more than 10%.

(4) The act reguires the Department of Housing and Community
Development, in designating enterprise zones, to select from the
applications submitted proposed enterprise zones that indicate that
they will implement the most appropriate economic development
strategies and implementation plans utilizing state and local
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programs and incentives to create Jjobs, attract private sector
investment, and improve the economic conditions within the zone
proposed. The act enumerates, but does not limit, the possible local
incentives to be used by proposed zones.

This bill would add to that list tax increment moneys and local
financing authorities under the Community Redevelopment Law,
Workforce Investment Act moneys and programs funded by those moneys,
Community Development Block Grant moneys, CalWORKs funding and other
related resources, and local education entities, including K-12,
adult education, community colleges, and public and private
universities.

{$) The act authorizes a city, county, or city and county to
propose that the enterprise zone be expanded by 15% to include
definitive boundaries that are contiguous to the enterprise zone. The
act authorizes the department to approve an enterprise zone
expansion based on specified criteria. The act authorizes a city or
county to propose to use an eligible expansicn allotment to expand
into an adjacent jurisdiction if specified conditions exist. The act
authorizes an expansion area to contain noncommercial or
nonindustrial land only if that land is a right-of-way and is needed
to meet the requirement for a contiguous expansion between an
existing enterprise zone and a propeosed expansion area.

This bill would modify the immediately above authorization so that
the act would authorize an expansion area to contain noncommercial
land only if that land is a right-of-way.

(6) The act requires the department to provide technical
assistance to an enterprise zone with respect to specified
activities. .

This bill would additicnally reguire the department to serve as a
liaison between the state and zone residents, businesses, workers,
nonprofit organizations, and local governments. The bill would
reguire state agencies and departments to affirmatively support their
regulatory responsibilities under specified provisions of law, and
to respond to requests wade by and on the behalf of zones in a manner
consistent with their statutory duties.

(7) The act requires the department to audit each geographically
targeted economic development area (G-TEDA) at least once every 5
years, as specified, and to determine, for each audit, a result of
superior, pass, or fail, as specified. The act sets forth the
criteria for a G-TEDA to be determined superior or passing.

This bill would require the department, in undertaking these audit
responsibilities, to seek appropriate opportunities to provide
technical assistance and training to help G-TEDAs address
inadequacies identified in the audit. The bill would alseo require the
department to review specified progress reports submitted by a
G-TEDA pursuant to a specified provision of law and to determine
whether an audit of the G-TEDA is warranted. The bill would modify
the criteria for a G-TEDA to be determined superior or passing, as
specified.

(8) The act requires, to the extent permitted by federal law, the
Employment Development Department and the State Department of
Education to give high priority to the training of unemployed
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individuals who reside in a targeted employment area or a designated
enterprise zone.

This kbill would require a state entity, when developing workforce
development and training plans and strategies, to consider how the
G-TEDA programs could be integrated in order to maximize the benefits
to workers and businesses. The bill would also regquire the
Employment Development Department to provide letters to unemployed
prospective employees that could be used to certify their eligibility
as a person participating in a program developed pursuant to
specified provisions of law.

(9) The act requires the Office of Criminal Justice Planning to
give high priority to designated enterprise zones in the allocation
of its program resources.

This bill would modify that provision to instead require the
Public Safety Branch and the Victim Services Branch of the California
Emergency Management Agency to give high priority to designated
enterprise zones in the allocation of program resources.

{(10) The act requires 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 thereafter, on the activities
of the G-TEDA in the previous 2 fiscal years and its plans for the
current and following fiscal year. The report is regquired to include
specified information.

This bill would additionally require the report to include an
identification of the financial value of local incentives provided
during the report period; an identification of the financial value of
federal and other state resources accessed to serve the residents,
workers, and businesses in the G-TEDA; and specified other
information relating to the performance of the G-TEDA.

(11} This bill would make other technical, nonsubstantive changes
updating the act.

Vote: majority. Appropriation: no. Fiscal committee: vyes.
State-mandated local program: no.

THE PEQPLE OF THE STATE OF CALIFORNIA DO ENACT AS FOLLOWS:
SECTION 1. Section 7071 of the Government Code is amended to read:

7071. The Legislature finds and declares as follows:

(a} The health, safety, and welfare of the people of California
depend upon the development, stability, and expansion of private
business, industry, and commerce, and there are certain areas within
the state that are economically depressed due to a lack of investment
in the private sector. Therefore, it is declared to be the purpose
of this chapter to help stabilize local communities, alleviate
poverty, and enhance the state's economic prosperity through the
implementation of public and privately funded programs and services
that stimulate business and industrial growth in the depressed
areas of the state -by-relaxing—regulatory—controls—that
impede—private—investment—

(b} The geographically targeted economic development area programs
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are based on the economic principle that targeting significant
incentives to lower income communities allows these communities to
more effectively compete for new businesses and retain existing
businesses, 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 creaticon.

—{b)—It

(c) Therefore, it is in the
economic interest of the state to have one strong, combined,
and— business-friendly , and community development

incentive program to help attract business and industry to the
state, to help retain and expand existing state business and
industry, and to create increased job opportunities --for-all
Californiansg—
tej—No—enterprise—zone—shall—be—designated—in-which—any—boundary
ghersof—is—drawn—in—a—manner—so—aa—to—incluade—larger——stable
businesses—or—heavily—residential—areas—to-the—detrimene-of-areas
that—aretruly—eeonomieally—depressed-

(d} Nothing in this chapter shall be construed to infringe upon
regulations relating to the civil rights, egual employment rights,
egual opportunity rights, or fair housing rights of any person.

SEC. 2. 8Section 7073.1 of the Government Code is amended to read:

7073.1. (a) Except as provided in subdivision —fe}

(£) , any city, county, or city and county with
an eligible area within its jurisdiction may complete a preliminary
application for designation as an enterprise zone. The applying
entity shall establish definitive boundaries for the proposed
enterprise zone and the targeted employment area. An entity may
propose zones in areas with noncontiguous boundaries, and the
department may designate those areas as zones if the director
determines both of the following:

{1) The noncontiguous area is needed to implement the applicant's
economic development strategy.

(2) The excluded area between the proposed zone boundaries would
not, based on the proposed economic strategy, also benefit from the
zone designation.

(b} If a census tract or portion of a census tract included in an
enterprise zone proposed in an application submitted to the
department on or after January 1, 2011, is within, or previously was
within, the boundaries of a previously designated enterprise zone,
then the aggregate size of the proposed enterprise zone shall not
exceed the size of the previcusly designated enterprise zone by more
than 10 percent.

—

{(¢) (1) In designating enterprise zones, the department
shall select from the applications submitted those proposed
enterprise zones that, upon a comparison cof all of the applications
submitted, indicate that they propose the most appropriate economic
development strategy and implementation plan utilizing state and
local programs and incentives to create jobs, attract private sector
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investment, and improve the economic conditions within the zone
proposed. The department shall prescribe a format that promotes
succinct and focused strategies and plans, and set minimum standards
for the strategies and plans. For the purposes of this subdivision,
important elements of a strategy or plan may include, but are not
limited to, all of the following:

(A) An assessment of current financial and community development
strengths, needs, and opportunities.

{(B) A framework for investment of time, action, and money.

(C) Clear articulation of goals.

(D) Measurable objectives, including targets.

(E) Proposed implementation activities and tasks, including
timeframes, and a framework for evaluating performance, including
gualitative and guantitative 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 this subdivision, local resources
incentives may include, but are not limited to, all of the following:

(A) The suspension or relaxation of locally originated or modified
building codes, zoning laws, general development plans, or rent
controls.

(B) The elimination or reduction of fees for applications,
permits, and local government services.

(C) The establishment of a streamlined permit process.

(D) Elimination or reduction of construction taxes or business
license taxes.

(E) The provision or expansion of infrastructure,.

(F) The targeting of federal block grant moneys, including small
cities, education, and health and welfare block grants,

{G) The targeting of economic development grants and loan moneys,
including grant and loan moneys provided by the United States
Department of Housing and Urban Development.

(H) The targeting of state and federal job disadvantaged and
vocational education grant moneys, including moneys provided by the
federal Workforce Investment Act of 1998 (Public Law 105-220), or its
successor. :

(I) The targeting of federal or state transportation grant moneys.

(J) The targeting of federal or state low-income housing and
rental assistance moneys.

(K) The use of tax allocation bonds, special assessment bonds,
bonds under the Mello-Roos Community Pacilities Act of 1982 (Chapter
2.5 {commencing with Section 53311) of Part 1 of Division 2 of Title
5), industrial development bonds, revenue bonds, private activity
bonds, housing beonds, bonds issued pursuant to the Marks-Roos Local
Bond Pooling Act of 1985 (Article 4 (commencing with Section 6584) of
Chapter 5), certificates of participation, hospital bonds,
redevelopment bonds, school bonds, and all special provisions
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provided for under federal tax law for enterprise 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.

{(0) CalWORKs funding and other related resources.

(P) Local educaticn entities, including K-12, adult education,
community colleges, and public and private universities.

(3) When designating new enterprise zones, the department shall
take into consideration the location of existing zones and make every
effort to locate new zones in a manner that will not adversely
affect any existing zones.

(4) When reviewing and ranking new enterprise zone applications,
the department shall give bonus peints to applications from
jurisdictions that meet minimum thresheold points and at least twe of
the feollowing criteria:

(A) The percentage of households within the census tracts of the
proposed enterprise zone area, the income ©of which is below the
poverty level, is at least 17.5 percent.

(B) The average unemployment rate for the census tracts of the
proposed enterprise zone area was not less than five percentage
points above the statewide average for the most recent calendar year
as determined by the Employment Development Department.

(C) The applicant jurisdiction has, and can document that it has,
a unique distress factor affecting long-term economic development,
including, but not limited to, rescource depletion, plant closure,
industry recession, natural disaster, or military base closure.

(5) Except as modified pursuant to paragraph (4), applications
shall ke ranked by the appropriateness of the ecconomic develcopment
strategy and implementation plan, including all of the following:

(A) The extent the strategy clearly identifies the local
resources, incentives, and programs that will be made availakle to
the zone for meeting its goals and objectives. :

(B} The extent the strategy provides for attracting private sector
investment.

(C) The extent the strategy includes related regional and
community-based partnerships for achieving the goals and objectives
in the strategy.

(D) The extent the strategy fits within the jurisdiction's overall
economic development strategy, including the extent the strategy and
implementation plan is appropriate for the local community.

(E) The extent the strategy addresses the hiring and retention of
unemployed or underemployed residents or low-income individuals in
the proposed zone and surrounding areas.

(F) The extent the strategy sets reasonable and measurable
benchmarks, goals, and objectives.

(G) The extent the strategy sets forth an appropriate funding
schedule for management, oversight, and program delivery within the
zone relative to the benchmarks, goals, and objectives in the
strategy.
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{(H) The extent that the economic development strategy has a
comprehensive incentive package for attracting private investment to
the enterprise zone.

—te

{d} In evaluating applications for designation, the
department shall ensure that applications are not disqualified solely
because of technical deficiencies, and shall provide applicants with
an opportunity to correct the deficiencies. Applications shall be
disqualified if the deficiencies are not corrected within two weeks.

—

{e) Except upon dedesignation pursuant to subdivision
{c) of Section 7076.1, Section 7076.2, or Section 7085.1, a
designation made by the department shall be binding for a period of
15 years from the date of the original designation.

—le}

(£) This section shall only apply to enterprise zone
applications for which the department has issued a solicitation for
new enterprise zone designations on or after January 1, 2007.

SEC. 3. Section 7074 of the Government Code is amended to read:

7074. (a) In the case of any enterprise zone, including an
enterprise zone formerly designated as an enterprise zone pursuant to
Chapter 12.8 (commencing with Section 7070) as it read prior to
January 1, 1997, or as a program area pursuant to Chapter 12.9
(commencing with Section 7080) as it read prior to January 1, 1997, a
city, county, or city and county may propose that the enterprise
zone be expanded by 15 percent to include definitive boundaries that
are contiguous to the enterprise zone.

{b) The department may approve an enterprise zone expansion
proposed pursuant to this section based on the following criteria:

(1) Each of the adjacent jurisdictions' governing bodies approves
the expansion by adoption of an ordinance or resolution.

(2) Land included within the proposed expansion is zoned for
industrial. or commercial use.

{3} Basic infrastructure, including, but not limited to, gas,
water, electrical service, and sewer systems, is available to the
area that would be included in the expansion.

(c) A city, county, or city and county may propose to use an
eligible expansion allotment to expand into an adjacent jurisdiction
pursuant to this section if the department finds that all of the
following conditions exist:

(1) The governing body of the local agency with jurisdiction over
the existing enterprise zone and the governing body of the local
agency with jurisdiction over the proposed expansion area each
approve the expansion by adoption of an ordinance or resolution. The
ordinance or resolution by the jurisdiction containing the proposed
expansion area shall indicate that the jurisdiction will provide the
same or equivalent local incentives as provided by the jurisdiction
of the existing enterprise zone.

(2} (A) Land included within the proposed expansion is zoned for
industrial or commercial use.

(B) An expansion area may contain noncommercial or nonindustrial
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land only if that land is a right-of-way —and—is—needed—te
meet—the—reguirement—for--a—gontiguous—expansion—between—an—esxsisting
entcrprioe—zone—and—a—proposed-expansion—area—

(3) Basic infrastructure, including, but not limited to, gas,
water, electrical service, and sewer systems, is available to the
area that would be included in the expansion.

{4) The expansion area is contiguous to the existing enterprise
zone.

(d) (1) Except as otherwise provided in paragraph (2), in no event
shall an enterprise zone be permitted to expand more than 15 percent
in size from its size on the date of original designation, including
any expansion authorized pursuant to Chapter 12.8 (commencing with
Section 7070}, or Chapter 12.9 (commencing with Section 7080), as
those chapters read prior to January 1, 1987.

(2} If an enterprise zone, on the date of original designation, is
no greater than 13 sguare miles, it may be permitted to expand up to
20 percent in size from its size on the date of original
designation,

(e) A& city, county, or city and county may propose expansion into
a noncontiguous area if the department finds both of the following:

(1) The noncontiguous area is needed to implement the enterprise
zone's economic development strategy.

{2) The excluded areas between the proposed new boundaries would
not, based on the enterprise zone's economic development strategy,
also benefit from enterprise zone expansion.

SEC. 4. Section 7076 of the Government Code is amended to read:

—Fpre—{a ) (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 reguests made by and on behalf of
enterprise zones in a manner consistent with their statutory duties.

(b) (1) The department
shall provide technical assistance to the enterprise zones
designated pursuant to this chapter with respect to all of the
following activities:

(A) Furnish limited onsite assistance to the enterprise zones when
appropriate.

(B) Ensure that the locality has developed a method to make
residents, businesses, and neighborhood organizations aware of the
opportunities to participate in the program.

(C}) Help the locality develop a marketing program for the
enterprise zone.

(D) Coordinate activities of other state agencies regarding the
enterprise zones.

(E) Monitor the progress of the program.

(F) Help businesses to participate in the program.

(2) Notwithstanding existing law, the provision of services in
subparagraphs (A) to (F), inclusive, shall be a high priority of the
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department.

(3) The department may, at its discretion, undertake other
activities in providing management and technical assistance for
successful implementation of this chapter.

—H

(¢} The applicant shall be reguired to begin
implementation of the enterprise zone plan contained in the final
application within six months after notification of final designation
or the enterprise zone shall lose its designation.

—ter
(d) The department shall assess a fee of fifteen

dollars ($15) on each enterprise zone and manufacturing enhancement
area for each application for issuance of a certificate pursuant te
subdivision (j) of Section 17053.47 of, subdivision (c) of Section
17053.74 of, subdivision (¢) of Section 23622.7 of, or subdivision
(i) of Section 23622.8 of, the Revenue and Taxation Code. The
department shall collect the fee for deposit inte the Enterprise Zone
Fund, pursuant to Section 7072.3, for the costs of administering
this chapter. The enterprise zone or manufacturing enhancement area
administrator shall collect this fee at the time an application is
submitted for issuance of a certificate.

SEC. 5. Section 7076.1 of the Government Code is amended to read:

7076.1. (a}) The department way audit the program of any
jurisdiction in any designated G-TEDA at any time during the duration
of the designation, as appropriate. However, the department shall
audit each G-TEDA at least once every five years from the date of
designation or the operative date of this section, whichever is the
latest. The matters to be examined in the course of an audit shall
include an examination of the progress made by the G-TEDA toward
meeting the goals, objectives, and commitments set forth in its
original application and the department's memorandum of understanding
with the G-TEDA.

(b) The department shall, for each audit, determine a result of
superior, pass, or fail in accordance with subdivision (c¢). The
results of each audit shall be based upon the success of the G-TEDA
in making substantial and sustained efforts since the later of its
designation or last audit to meet the standards, criteria, and
conditions centained in the application 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 audit, the department shall focus upon the G-TEDA's use of
the marketing plan, local incentives, financing programs, job
development, arid program management as described in the application
and the MOU. The department shall alsoc evaluate the vouchering plan,
staffing levels, budget, and elements unigue to each application.

(¢} For purposes of subdivision (b}, an audit determination of
superior, pass, or fail shall be made in accordance with the
following:

(1) A G-TEDA will be determined to be superior if each
jurisdiction comprising the G-TEDA does all of the following:

(A) Meets 100 percent of its goals, objectives, and commitments as
defined in its application, most recent audit, biennial report, and
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memorandum of understanding with the department, and as determined by
the department in consultation with the G-TEDA. An equivalent or
similar commitment may be substituted for an existing commitment of a
G-TEDA if it is determined by the department that an original
commitment was not realistically practical or is no longer relevant.

(B) Demonstrates that it has reviewed and updated its goals,
ocbjectives, and commitments as defined in its original application,
most recent audit, biennial report, and memorandum of understanding
with the department.

(C) Identifies to the department's satisfaction that it has
incorporated economic development commitments in addition to those
commitments previously made in its application.

(2) (A) A G-TEDA will be determined to be passing if each
jurisdiction comprising the area meets —or—exeeeds
75 to 90 percent of its goals, objectives, or commitments
as defined in its original application, most recent audit, biennial
report, and memorandum of understanding with the department, and as
determined by the department in consultation with the G-TEDA. An
equivalent or similar commitment may be substituted for an existing
commitment of a G-TEDA if it is determined by the department that an
original commitment was not realistically practical or is no longer
relevant.

(B} Any G-TEDA that is determined to be passing may appeal in
writing to the department for a determination of superior. Only one
appeal may be filed pursuant to this subparagraph with respect to a
determination by the department, and may be filed no later than 30
days after the G-TEDA's receipt of the determination to which the
appeal pertains. The department shall respond in writing to any
appeal that is properly filed pursuant to this subparagraph within 60
days of the date of that filing.

(3) (A} A G-TEDA will be determined to be failing if any
jurisdiction comprising the G-TEDA fails to meet or exceed 75 percent
of its goals, objectives, or commitments as defined in its original
application, most recent audit, biennial report, and memorandum of
understanding with the department, and as determined by the
department in consultation with the G-TEDA. An equivalent or similar
commitment may be substituted for an existing commitment of a G-TEDA
if it is determined by the department that an original commitment was
not realistically practical or is no longer relevant.

(B) Any G-TEDA that is determined to be failing shall enter into a
written agreement with the department that specifies those items
that the G-TEDA is required to remedy or improve. Failure of the
G-TEDA and the department to negotiate and enter into a written
agreement as so described within 60 days of the last day upon which
the department is required to deliver a response letter pursuant to
subparagraph (C}) of paragraph (4) shall result in the
dedesignation of the G-TEDA on January 1 immediately following the
department's written notice of dedesignation to the G-TEDA.

A
(<) A written agreement entered
into pursuant to this -subparagraph— paragraph
shall be for a six-month period. If, upon the expiration of the
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agreement, the department determines that the G-TEDA has not met or
implemented at least 75 percent of the conditions set forth in the
agreement, the department shall, after immediately providing written
notification to each jurisdiction comprising the G-TEDA that the
G-TEDA is to be dedesignated —dedeeignatc—

Dedesignation of the G-TEDA is effective on the

first day of the month next following the date upon which the
agreement expired. If, upon expiration of the agreement, the
department determines that the G-TEDA has met or implemented at least
75 percent of the conditions set forth in the agreement, the
department shall do either of the following:

(i) Allow the G-TEDA an additional year, or a longer period in the
department's discretion, to meet or implement those conditions in
their entirety,

{(ii) Pursuant to written notice provided immediately to each
jurisdiction that comprises the G-TEDA that the G-TEDA is to be
dedesignated, dedesignate the G-TEDA effective on January 1
immediately following the date of the department's written
notification of dedesignation to those jurisdictions.

Azry

{D) Any business, located within

any jurisdiction that comprises a G-TEDA that has been dedesignated,
that has elected to avail itself of any state tax incentive
specifically applicable to a G-TEDA for any taxable or income year
beginning prior to the dedesignation of the G-TEDA may, to the extent
the business is otherwise still eligible for those incentives,
continue to avail itself of those incentives for a period equal to
the remaining life of the G-TEDA. However, any business, located
within any jurisdiction that comprises a G-TEDA that has been
dedesignated, that has not availed itself of any state tax incentive
in the manner described in the preceding sentence may not, after
dedesignation of the G-TEDA, avail itself of any state incentive
specifically applicable to a G-TEDA.

(4) (A) Notwithstanding paragraphs (1) to (3), inclusive, a G-TEDA
shall be determined to be failing if any jurisdiction comprising the
G-TEDA, in the determination of the director, provides funding
support in at least three of the previous five years at a level that
is less than 75 percent of the amount committed to in the G-TEDA's
memorandum of understanding with the department.

(B} In the event that a G-TEDA is determined to be failing
pursuant to this paragraph, subparagraph (B} of paragraph (3) shall
apply.

(C) Any G-TEDA that is determined to be failing pursuant to this
paragraph may appeal in writing to the department. The appeal shall
be filed within 30 days of the G-TEDA's receipt of the determination
to which the appeal pertains. The department shall 'respond in writing
to any appeal that is properly filed within 60 days of the date of
filing.

(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
inadeguacies identified through the audit progress in the program.
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Assistance may include, but is not limited to, workshops, mentoring
programs, and referrals to other federal, state, and local public and
private entities.
—t-

{e) (1) For purposes of this section, "dedesignation"
means that a G-TEDA is no longer a G-TEDA for purposes of either
Section 7073 or 7085.

{2) Upon notification by the department of the dedesignation of a
G-TEDA and the end of the appeal period with respect to that
dedesignation, the department shall initiate an application process
for a new designation as provided in Section 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 7085.1 and determine whether an audit is warranted.

SEC. 6. Section 7081 of the Government Code is amended to read:

7081. (a) Notwithstanding any other
provision of state law, and to the extent permitted by federal law,
the Employment Development Department and the State Department of
Education shall give high priority to the training of unemployed
individuals who reside in a targeted employment area or a designated
enterprise 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 assist
localities in designating local business, labor, and education
consortia to broker activities between the employment community and
educaticonal and training institutions. Any available discretioconary
funds may be used to assist the creation of those consortia.
SEC. 7. Section 7082 of the Government Code is amended to read:

7082. ©Notwithstanding any other provision of law, the
office—ofEriminal—Justiee—Planning— Public Safetry
Branch and the Victim Services Branch of the California Emergency
Management Agency shall give high priority to designated
enterprise zones in the allocation of —its— program
resources.

SEC. 8. Section 7085 of the Government Code is amended to read:

7085. {a) Notwithstanding Section 7550.5, the department shall
submit a report to the Legislature every five years beginning January
1, 1998, that evaluates the effect of the program on employment,
investment, and incomes, and on state and local tax revenues in
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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 unempleoyed 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 enterprise zone governing body shall provide information at
the request of the department as necessary for the department to
prepare the report required pursuant to subdivision (a).

SEC. 9. Section 7085.1 of the Government Code is amended to read:

7085.1. (a} The governing board of the G-TEDA shall report to the
department by October 1, 2008, and by that date every other year
thereafter, on the activities of the G-TEDA in the previous two
fiscal years and its plans for the current and following fiscal year.
The biennial report shall include —t—least—both

all of the following:

{1} The progress the G-TEDA has made during the period covered by
the report relative to its goals, objectives, and commitments set
forth in its original application and the department's memorandum of
understanding with the G-TEDA.

(2) Identification of the previous two years' funding, including
in-kind funding. The previous two years' funding levels shall be
compared to the funding levels identified in its original application
and the department's memorandum of understanding with the G-TEDA,
and the amount identified in the previous year's biennial report. An
explanation of any meaningful discrepancies in these amounts shall 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 of businesses obtaining certified hiring tax
credits.

(F) An aggregate summary of the North 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 kiennial report developed pursuant to
subdivision {a) shall also be submitted to the legislative bodies of
the local jurisdictions comprising the G-TEDA. The progress of the
G-TEDA in meeting the goals, objectives, and commitments set forth in
the original application and the memorandum of understanding with
the department shall be reviewed at least biennially by these
legislative bodies ——cither—as—part—of-the-approval—of—the
G-TEDAs—annual—work—plan—or—separately—at—thediscretion-of-—the
Fegielative-body-

(c} (1) G-TEDAs designated prior to January 1, 2007, shall have
until April 15, 2008, to update their benchmarks, goals, objectives,
and funding levels for administering the G-TEDA program, in order to
make them measurable and conducive to the successful completion of
the economic development strategy. The local legislative body and the
department shall approve the updated goals and objectives. The
updated goals and objectives shall be included as an update to the
existing memorandum of understanding between the G-TEDA and the
department.

(2} G-TEDAs that fail to obtain approved updated goals and
objectives by April 15, 2008, shall be dedesignated effective July 1,
2008. The Director of Housing and Community Development shall
provide notice of prospective dedesignation to the local government
no later than May 1, 2008. The director may authorize up to two
60-calendar-day extensions, if the local government and G-TEDA are
acting in good faith and the additional time would allow them to meet
the requirements of this subdivision. Businesses located within a
G-TEDA that have been dedesignated shall continue to have access to
tax incentives previously authorized within the G-TEDA pursuant to
Section 7082 .2.

(3) G-TEDAs designated prior to January 1, 2007, are not regquired
to implement the biennial reporting requirements of subdivisions (a)
and (k) until October 1, 2009.

(4) G-TEDAs that expire prior to January 1, 2010, are not required
to meet the conditions of this subdivision.

{d} The department shall biennially make available to the
Legislature information related to the progress that each G-TEDA is
making toward implementing its goals, objectives, and commitments set
forth in the original application, the department's memorandum of
understanding with the G-TEDA, and the biennial report.
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BILL NUMBER: ABX1l 11 INTRODUCED
BILL TEXT

INTRODUCED BY Assembly Members V. Manuel Perez and Alejo
{(Coauthor: Assembly Member Bradford)

FEBRUARY 2, 2011

An act to amend Section 7072 of, and to repeal and add Secticon
7072.5 of, the Government Code, and to amend Sections 17053.74 and
23622.7 of the Revenue and Taxation Code, relating to economic
development, to take effect immediately, tax levy.

LEGISLATIVE COUNSEL'S DIGEST

AB II, as introduced, V. Manuel Perez. Economic development:
enterprise zones: targeted employment areas. .

(1) The Enterprise Zone Act provides that its purpose is to
stimulate business and industrial growth in the depressed areas of
the state by relaxing regulatory controls that impede private
investment, The act defines a targeted employment area as an area
composed solely of those census tracts in which at least 51% of the
residents of those census tracts, determined as specified, are of
low- or moderate-income levels.

This bill would modify the definition of a targeted employment
area, as specified.

{2} The act provides that the purpose of a targeted employment
area 1s to encourage businesses in an enterprise zone to hire
eligible residents of certain geographic areas within a city, county,
or city and county.

This bill would delete that provision of the act and instead
provide that the purpose of a targeted employment area is to help
identify neighborhoods of low- and moderate-income workers for the
purpose of providing those workers with employment assistance,
training, and job placement.

(3) The act requires each governmental entity of each city,
county., or city and county that has jurisdiction over an enterprise
zone to approve, by resclution or ordinance, the boundaries of its
targeted employment area.

This bill would delete that requirement, and instead require the
governing body of the jurisdiction administering the enterprise zone
to adopt a resolution or ordinance designating a targeted employment
area that meets specified conditions. The bill would also require, if
2 or more jurisdictions are jointly administering a zone, each of
the governing bodies of the 2 jurisdictions to adopt the resolution,

(4) The act requires, within 180 days of updated United States
census data becoming available, each governmental entity of each
city, county, or city and county that has jurisdiction over an
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enterprise zone to approve, by resolution or ordinance, new
boundaries for the area that reflect the new census data. The act
authorizes an enterprise zone, if no changes to the boundaries of an
area are necessary to conform the area with the most current census
data, to send a letter to the Department of Housing and Community
Development stating that a review has been undertaken and no boundary
changes are required.

This bill would delete those provisions, and instead require the
governmental entity of each city, county, or city and county that has
jurisdiction over an enterprise zone to approve, by resolution or
ordinance, new boundaries for its targeted employment area that
reflect the new household data provided by the United States Census
Bureau in its S-year American Community Study, and to send that
resolution or ordinance to the Department of Housing and Community
Development, The bill weould regquire the city, county, or city and
county, if no changes to the boundaries of an area are necessary, to
send a letter to the department stating that a review has been
undertaken and no boundary changes are required. The bill would
provide that if the area's boundaries are not updated, and the
department does not receive the letter within 180 days of the release
of new census information, then the area is invalidated for a period
of 2 years, except as specified.

{5) The act sets forth various requirements and limitations
relating to the formation and composition of a targeted employment
area.

This bill would revise and recast these requirements and
limitations, as specified.

{6) The act authorizes a governing body that has already
designated a targeted employment area to request to redesignate the
area using more current census data, as specified, and requires an
area to be comprised of a census tract from only one decennial
census.

This bill would delete that provision.

{7) The Personal Income Tax Law and the Corporation Tax Law
authorize a taxpayer to claim certain tax incentives for activities
conducted in an enterprise zone, including a credit for wages paid
during the taxable year to a qualified employee, as defined, who is
employed by the taxpayer during the taxable year in an enterprise
zone, and those laws each set forth a schedule for the amount of the
credit based on the qualified wages of the gualified employee in each
of the first 5 years of employment.

This bill would modify the requirements that must be met for an
individual to be a qualified employee, as specified, under the
Personal Income Tax Law and the Corporation Tax Law, thereby reducing
the scope of the credits, and make other specified changes relating
to the requirements for a taxpayer to take advantage of the credits.
The bill would require that changes made to the Personal Income Tax
Law and the Corporations Tax Law by its provisions apply to taxable
years beginning on and after January 1, 2011.

{8) This bkill would include a change in state statute that would
result in a taxpayer paying a higher tax within the meaning of
Section 3 of Article XIII A of the California Constitution, and thus
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would require for passage the approval of 2/3 of the membership of
each house of the Legislature.

(9} The California Constitution authorizes the Governor to declare
a fiscal emergency and to call the Legislature into special session
for that purpose. Governor Schwarzenegger issued a proclamation
declaring a fiscal emergency, and calling a special session for this
purpose, on December 6, 2010. Governor Brown issued a proclamation on
January 20, 2011, declaring and reaffirming that a fiscal emergency
exists and stating that his proclamation supersedes the earlier
proclamation for purposes of that constitutional provision.

This bill would state that it addresses the fiscal emergency
declared and reaffirmed by the Governor by proclamaticn issued on
January 20, 2011, pursuant to the California Constitution.

{10)This bill would take effect immediately as a tax levy.

Vote: 2/3. Appropriation: no. Fiscal committee: yes.
State-mandated local program: no.

THE PECPLE OF THE STATE OF CALIFORNIA DO ENACT AS FOLLOWS:
SECTION 1. Section 7072 of the Government Code is amended to read:

7072. For purposes of this chapter, the following definitions
shall apply:

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

{b) "Date of original designation" means the earlier of the
following:

{1) The date the eligible area receives designation as an
enterprise zone by the department pursuant to this chapter.

{2) In the case of an enterprise zone deemed designated pursuant
to subdivision (e} of Section 7073, the date the enterprise zone or
program area received original designation by the former Trade and
Commerce Agency pursuant to Chapter 12.8 (commencing with Section
7070} or Chapter 12.9 {commencing with Section 7080}, as those
chapters read prior to January 1, 1897.

{c} "Eligible area" means any of the following:

{1) An area designated as an enterprise zone pursuant to Chapter
12.8 {commencing with Section 7070}, as it read prior to January 1,
1897, or as a targeted economic develcopment area, neighborhood
development area, or program area pursuant to Chapter 12.9
{commencing with Section 7080}, as it read prior to January 1, 1997,

{2} A geographic area that, based upon the determination of the
department, fulfills at least one of the following criteria:

{A} The proposed geographic area meets the Urban Development
Action Grant criteria of the United States Department of Housing and
Urban Development.

(B} The area within the proposed eligible area has experienced
plant closures within the past two years affecting more than 100
workers. t

{C) The city or county has submitted material to the department
for a finding that the proposed geographic area meets criteria of
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economic distress related to those used in determining eligibility
uarder the Urban Development Action Grant Program and is therefore an
eligible area.

(D} The area within the proposed zone has a history of
gang-related activity, whether or not crimes of violence have been
committed,

(3) A geographic area that meets at least two of the following
criteria:

(A) The cemsus tracts within the proposed eligible area have an
unemployment rate not less than 3 percentage points above the
statewide average for the most recent calendar year as determined by
the Employment Development Departmesnt.

(B) The county of the proposed eligibkle area has more tham 70
percent of the children enrolled in public schoeol participatimg in
the federal free lunch program.

(C) The median household income for a family of four within the
census tracts of the proposed eligible area does not exceed 80
percent of the statewide median income for the most recently
available calendar year.

(d) "Enterprise zone" means any area within a city, county, or
city and county that is designated as an enterprise zone by the
department in accordance with Section 7073.

(e) "Governing body" means a county board of supervisors or a city
council, as appropriate.

(f) "G-TEDA" means a geographically targeted economic development
area, which is an area designated as an enterprise zone, a
Manufacturing Enhancement Area, a targeted tax area, or a local
agency military base recovery area.

(g) "High-technology industries" includes, but is not limited to,
the computer, biclogical engineering, electronics, and
telecommunications industries.

(h) "Resident," unless otherwise defined, means a person whose
principal place of residerce is within a targeted employment area.

(i) —3+}— — "Targeted employment
area" means an area within a city, county, or city and county that
is composed solely of those census tracts designated by the United
States Department of Housimg and Urban Development as having at least
51 percent of its residents of low- or moderate-income levels, using
—either— the most recent Urited States Department
of Census data available at the time —of—the—eriginal
enterprise-—sone—application-or—themost—reeent—Census—data—available
at—the—time— the targeted employment area is designated to
determine that eligibility. —-The—purpose—of—a—ltargeted
employment—areal—is—to—eneourage-businesses—in—an—enterprise—zene—to
hire—etigible-residents—of——certain—grographie—-areas—within-a-eity+
eounty+—er—eity—and-eounty-—A—targeted—employment—area—mnay—be-—but—is
act—reguired—to—be—the-same—as—all—orpart—of—an—entcrprice—sone—A
targeted--employment—areals—boundaries—aeed—mnot—be—eontiguous—~a
targeted-employment—area—does—net—need—to—enecempase—each—sligible
eensue—tract—withina—city-—eounty-—or—city—and—eounty—The-governing
body—of—each—eity—countys—or—city—and—coanty-thathas Jurisdiction
of—ehe—entorprigse—zeneechall-identify—those—eceneus—trasts—wheee
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festdeﬂes—afe—iﬂ—ehe—mese—need—eé—%his—emp&eymeﬂ%—eafgeeinq——en&y
shooeeensus—Eracts—within the Juriedieotion—-eofthe-eity—eounty—or
eiey—and—ecounty—thathas—jurisdietion—of the onterprise gone may—be
ineludedin—a—targoeted-empleyment—area—

—2 A leanstapart—of ecacheligible—eensue—tract—within =
sargeted—employmentarea—shall-be—withinthe torriteorial Jurisdietion
of—the eity,—eounty,—or—eity—and-county—thathaoc—Jurisdietion foran
enterprise—gone—If—an—eligible—ecensus-tract—encompasses—the
rorritoriad—Juriodietion—oef two-or-mero—toealgovernmentalentitioar
all—ef—those entities chall bea party—to—the -deoignationof—a
sargeted—oenployment—arca—Heowever—any-one-—or—mere—ef these entitiess
by—resolution—or—ordinance—may—-Spoorfythat it shall not
partieipate—in—the-appliecationas—an—appltieant—but—shall agree—te
eompitete—alttaetions—-otated—within the applieation—that—apply—to—its
Jurisdietion,—if the—aroa—is desigrated-

— {34+ Bach-leecal—governmental—entity—of ecacheity,—ecounty—or—eity
and—eounty--chat-has—Jurisdietionof—an-entorpricosone shall approver
by—regolution—or—ordinance—the—bhoundariea—of itstargeted
employment—area,—regardlece--of—whether a—eensus—tract—within—the
propesed—targetedemployment—aroa—isoutsidetheJurisdiotieon—of—the
loeal—goveramentat-entity -

— b B Wi Ehin 1 60—days--of—updated United-States—ecensuvo—data
beeoming—avaitable—each—local—governmental entity of—ecach eoitys
eounty—or—eityand-oounty—that—has Juriediction-ef-anenterprise
gonre—shall-approve—byreecolution—or—ordinance—boundaries—ofdits
sargeted—employment—area—reflecetingthenew-censuec—data—TIfno
ebanges—are—neeessary—to—the—boundaries baoced-on-tho—mosE—eurrent
eensus—data—the-entorprise gone—may-Send—a—tetter—to—the -dopartment
stating—that o review-—has beenundertaken—by the respective—dooal
goverpmental—entities—and no—beundaryehangesare—reguired-

——{B}—A-cargetedemployment—area—boundary appreved-prierto—the 2060
Uni-ted-States—eensus—data—bheeoming—avaitablethat has neot-been
reviewed—and—ito-boundaries—revieced-to-—refloct the most recent—oensue
data,—shall be—reviewed—and updated—and—a newresolutionor
ordinanee—submittod—by-—the appreopriato--loeal—goveramental-entity-to
the—department—by—July—1—2007—Hewever,—enterpripe—zonos—that
expire—onor prier—te—Beecember 31— 2008 —chall-beexempt—from—the
wpdate—reguirement—

SEC. 2. Seetien 7072.5 of the Goverament Cede is repealed.

— 34725 By Aprit-d— 3998 o governing—body—that-hao—-already
depignated—a—target—employment-aroa—may reguest—by a—reocelutien—-ef
a—eitiea—or—eounties—having juriodiction—over—the onterprise soner
to—redeeignate—the—targetedeomployment—area—uSing—More—egrrent eensue
data—Ah—targeted-employment—area—chall-bo—-comprised—of—eensus traote
fromondiy one—deecennial—eensus—

SEC. 3. Section 7072.5 is added te the Governmment Code, ko read:

7872.5. (a) After reeeiving notifiecation from the department of

being conditionally designated as an enterprise gone, the govgrning
body of the jurisdietion administering the zone shall adopt a
regolution or ordinanece deoigrating a targeted employment area that
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meets all the conditions of this section and those set forth in
subdivision (i) of Section 7072, and is consistent with the purpose
set forth in this section. If two or more jurisdictions are jointly
administering a zone, a resolution or ordinance designating the
targeted employment area shall be adopted by each governing body.

(b} A targeted employment area serves as the residential base of
potential low- and moderate-income workers who are available to work
in businesses located in an enterprise zone. The purpose of a
targeted employment area is to help identify neighborhoods of low-
and moderate-income workers for the purpose of providing those
workers with employment assistance, training, and job placement.
Businesses located in a zone are encouraged to hire locally to help
address some of the poverty and economic dislocation that led to the
area's designation as a zone. g

(c} (1) A targeted employment area may be, but is not required to
be, the same as all or part of an enterprise zone. A targeted
employment area's boundaries need not be contiguous. A targeted
employment area does not need to encompass each eligible census tract
or block group within a city, county, or city and county. The
governing body of each city, county, or city and county that has
jurisdiction over the zone shall identify those census tracts whose
residents are in the most need of this employment targeting. Only
those census tracts within the jurisdiction of the city, county, or
city and county that have jurisdiction over the zone may be included
in a targeted employment area.

(2) At least part of each eligible census tract within a targeted
employment area shall be within the territorial jurisdiction of the
city, county, or city and county that has jurisdiction over an
enterprise zone. If an eligible census tract encompasses the
territorial jurisdiction of two or more local governmental entities,
all of those entities shall be a party to the designation of the
targeted employment area. However any one or more of those entities,
by resolution with the ordinance, may specify that it shall not
participate in the application as an applicant, but shall agree to
complete all actions stated within the application that apply to its
jurisdiction, if the area is designated.

{d} (1) A targeted employment area shall 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 is designated or modified, including being updated pursuant to
paragraph (2).

(2} Every targeted employment area boundary shall be reviewed and
updated to the extent necessary to accommodate the new household
income data provided by the United States Census Bureau in its
five-year Bmerican Community Survey. Each governmental entity of each
city, county, or city and county that has jurisdiction over an
enterprise zone shall approve, by resolution or ordinance, the
boundaries of its targeted employment area reflecting the new
household data and send a copy of its resolution with the changes
that are necessary to the boundaries based on the most current census
data, or the governmental entity that has jurisdiction over the zone
shall send a letter to the department stating that the review has
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been undertaken by the respective local governmental entities and no
boundary changes are required.

(3) (A) A targeted employment area boundary that is not updated,
or for which a letter indicating that no changes are necessary has
not been received by the department within 180 days of the release of
new household data, is invalidated for a period of two years, except
as modified by subparagraph (C).

(B) The department shall send a notice to the Franchlse Tax Board
and the local enterprise zone administrator that the targeted
employment area is invalid and that no additional employees will be
certified based on an employee living in a targeted employment area,
other than a business that has already had one or more vouchers
certified by the zone using the targeted employment area as the
gualifying criteria under subparagraph (A) of paragraph (4) of
subdivision (b) of Sections 17053.74 and 23622.7 of the Revenue and
Taxation Code.

(C) A business that has previously received certification of an
employee is exempt from subparagraph (A). The vouchering exemption is
nontransferable toc any other business.

SEC. 4. Section 17053.74 of the Revenue and Taxation Code is
amended to read:

17053.74. (a) There shall be allowed a credit against the "net
tax" (as defined in Section 17039%) to a taxpayer who employs a
qualified employee in an enterprise zone during the taxable year. The
credit shall be equal to the sum of each of the following:

(1) Fifty percent of qualified wages in the first year of
employment.

(2) Forty percent of qualified wages in the second year of
employment.

(3) Thirty percent of gqualified wages in the third year of
employment .

(4) Twenty percent of qualified wages in the fourth year of
employment . -

(5) Ten percent of gualified wages in the fifth year of
employment.

(b) For purposes of this section:

(1) "Qualified wages" means:

(A) (i) Except as provided in clause (ii), that portion of wages
paid or incurred by the taxpayer during the taxable year to qualified
employees that does not exceed 150 percent of the minimum wage.

(ii) For up to 1,350 gualified employees who are employed by the
taxpayer in the Long Beach Enterprise Zone in aircraft manufacturing
activities described in Codes —3721—to—37-28-—inclusiver—and
code—3812—of—the-Standard—Industrial—Classification—{&EICH—Manual

311 to 339, inclusive, of the North American Industry
Classification System published by the United States Office of
Management and Budget, -3987— 2007
edition, "qualified wages" means that portion of hourly wages that
does not exceed 202 percent of the minimum wage.

(B) Wages received during the 60-month period beginning with the
first day the employee commences employment with the taxpavyer.
Reemployment in connection with any increase, including a regularly
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occurring seasonal increase, in the trade or business operations of
the taxpayer does not constitute commencement of employment for
purposes of this section.

(C) Qualified wages do not include any wages paid or incurred by
the taxpayer on or .after the zone expiration date. However, wages
paid or incurred with respect to qualified employees who are employed
by the taxpayer within the enterprise zone within the 60-month
period.prior to the zone expiration date shall continue to gualify
for the credit under this section after the zone expiration date, in
accordance with all provisions of this section applied as if the
enterprise zone designation were still in existence and bkinding.

(2} "Minimum wage" means the wage established by the Industrial
Welfare Commission as provided for in €hapter 1 (commencing with
Section 117%) of Part 4 of Bivision 2 of the Labor code.

(3) "Zone expiration date" means the date the enterprise zone
designation expires, is no longer binding, or becomes inoperative.

{4) (A) "Qualified employee" means an individual who meets all of
the following requirements:

(i) At least 90 percent of whose services for the taxpayer during
the taxable year are directly related to the conduct of the taxpayer'
s trade or business located in an enterprise zone.

(ii) Performs at least 50 percent of his or her services for the
taxpayer during the taxable year in an enterprise zone.

(iii) Is hired by the taxpayer after the date of original
designation of the area in which services were performed as an
enterprise zone.

(iv) Is any of the following:

— (T )—TImmediately—-proeoding—the—qualified—employeels—eommencement—of
employment—with—the taxpayer—was—a—person—eligible—for—services
under—the—fedexral—JFob—Fraining—PRartrership—-act—290-5-GC—Fee—150%
et—oeg+r—or—ites—successor—who—io—receiving—or—is-eligible—to
racedive,—subardizod—enploynent—=eraining—or——services—fundod-by—the
federal—JFob—Fraining—Partnerehip-Act-—or—its—successor—

——{(EF}—Fmmediately—preceding—the—qualified—employeete-—-commencement
of—enployment—with-the—taxpayer—wae—a—person—eligible—to—be—a
voluntary—or—mandatory—registrant—under—the—Greater-Avenues—for
Indcpondence—Act—of—3985—{EATN}—provided—for—pursuant—to—-Article—3-2
{commencing—with—Seotion-11320—of—Chapter—2—of-Part—3—of-—Bivioion—9
of—the—wel-fare—and—Inatitutions—Code—or—its—successor—

e EE

(I ) Immediately preceding the qualified
employee's commencement of employment with the taxpayer, was an
economically disadvantaged individual 34 years of age or older.

—FEV)-
(II) Immediately preceding the gqualified employee's
commencement of employment with the taxpayer, was a dislocated worker
who meets any of the following:
(aa) Has been terminated or laid off or who has received a notice
of termination or layoff from employment, is eligikle for or has

Item:
Rules & Legislation Committee
March 17, 2011



Dan Lindheim
CEDA: Bill Analysis—Enterprise Zone reform AB 231, AB_ 232, and ABXI1 11 Page 47 ofi60

exhausted entitlement to unemployment insurance benefits, and is
unlikely to return to his or her previous industry or occupation.

{(bb) Has been terminated or has received a notice of termination
of employment as a result of any permanent closure or any substantial
layoff at a plant, facility, or enterprise, including an individual
who has not received written notification but whose employer has made
a public announcement of the closure or layoff.

{cc) Is long-term unemployed and has limited opportunities for
employment or reemployment in the same or a similar occupation in the
area in which the individual resides, including an individual 55
years of age or older who may have substantial barriers to employment
by reason of age.

(dd) Was self-employed (including farmers and ranchers) and is
unemployed as a result of general economic conditions in the
community in which he or she resides or because of natural disasters.

(ee) Was a civilian employee of the Department of Defense employed
at a military installation being closed or realigned under the
Defense Base Closure and Realignment Act of 1990.

(ff) Was an active member of the armed forces or National Guard as
of September 30, 1990, and was either involuntarily separated or
separated pursuant to a special benefits program.

{gg) Is a seasonal or migrant worker who experiences chronic
seasonal unemployment and underemployment in the agriculture
industry, aggravated by continual advancements in technology and
mechanization. { .

(hh) Has been terminated or laid off, or has received a notice of
termination or layoff, as a consequence of compliance with the Clean
Air Act.

—{-

(ITI) Immediately preceding the gualified employee's
commencement of employment with the taxpayer, was a disabled
individual who is eligible for or enrolled in, or has completed a
state rehabilitation plan —or-io—

(IV) Immediately preceding the
gualified employee’s commencement of employment with the taxpayer,
was a service-connected disabled veteran, veteran of the
Vietnam era, or veteran who is recently separated from military
service,

—

(v ) Immediately preceding the qualified
employee's commencement of employment with the taxpayer, was an
ex-offender. An individual shall be treated as convicted if he or she
was placed on probation by a state court without a finding of guilt.

—
(VI ) Immediately preceding the gualified
emplovee'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—Chidtdren
Temporary Assistance for Needy Families
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{cc) Medi-Cal or Healthy Families.
—fee} .
{dd) Food stamps.
—4dd}
{ee) State and local general assistance.

(ff) Intensive services including employment tralning services
funded through the federal Workforce Investment Act (Public Law
105-220). .

{gg) Veoluntary 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 Cocde).

— {YTIT)

(VII ) Immediately preceding the qualified
employee's commencement of employment with the taxpayer, was a member
of a federally recognized Indian tribe, band, or other group of
MNative American descent.
—G

{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 household income
ek

{IX) An employee who qualified the taxpayer for the
enterprise zone hiring credit under former Section 17053.8 or the
program area hiring credit under former Section 17053.11.

— B —Immediate ly—preeeding—the—qualified—employeels—commenaemont
of—enployment—wi-th—the-taxpayer—was—a—member—of—a—targeted—group—as
defined—in—Sectien—-&l1{d}+of—the—Internal—Revenue—Code—or—its
suecessoE~-

{B) Priority for employment shall be provided to an individual who
is enrclled in a qualified program under the federal —Job
Training—Partrership-Act—or—the Greater-Avenues—fer—Independence—Act
of-1985—- Workforce Investment Act or the CalWORKs
program or who is eligible as a member of a targeted group
under the Work Opportunity Tax Credit {Section 51 of the Internal
Revenue Code), or its successor.

(5) "Taxpayer" means a person or entity engaged in a trade or
business within an enterprise zone designated pursuant te Chapter
12.8 {commencing with Section 7070) of the Government Code.

(6) "Seasonal employment" means employment by a taxpayer that has
regular and predictable substantial reductions in 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 -dob
Training—Partnorsehip—Act—admini-sexasive—eneity-—the—loeal—county—-GAIN

federal Workforce Investment Act administrative
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entity, the local county CalWORKs program office or social

services agency, or the local government administering the enterprise
zone, a certification which provides that a qualified employee meets
the eligibility requirements specified in clause (iv) of

subparagraph (A) of paragraph (4) of subdivision (b). The BEmployment
Development Department may provide preliminary screening and referral
to —a—ocexti-fying—agency—Fhe—Employment—Development
Department-shall—develop—a—form—for—this—purpose

businesses located in an enterprise zone as of the department's
impiementation of the intensive services activities funded through
the federal Workforce Investment Act . The Department of

Housing and Community Development shall develop regulations governing
the issuance of certificates by local governments pursuant to
subdivision (a) of Section 7086 of the Government Code.

(2) Retain a copy of the certification and provide it upon request
to the Franchise Tax Board.

(d} (1) For purposes of this section:

(A) All employees of trades or businesses, which are not
incorporated, that are under common control shall be treated as
employed by a single taxpayer.

(B) The credit, if any, allowable by this section with respect to
each trade or business shall be determined by reference to its
proportionate share of the expense of the qualified wages giving rise
to the credit, and shall be allccated in that manner.

(C) Principles that apply in the case of controlled groups of
corporations, as specified in subdivision (d) of Section 23622.7,
shall apply with respect to determining employment.

(2) If an employer acguires the major portion of a trade or
business of another employer (hereinafter in this paragraph referred
to as the "predecessor") or the major portion of a separate unit of a
trade or business of a predecessor, then, for purposes of applying
this section (other than subdivision ({(e)) for any calendar year
ending after that acquisition, the employment relationship between a
qualified employee and an employer shall not be treated as terminated
if the employee continues to be employed in that trade or business.

(e} (1) (A)y If the employment, other than seasonal employment, of
any qualified employee, with respect to whom qualified wages are
taken into account under subdivision {(a) is terminated by the
taxpayer at any time during the first 270 days of that employment
(whether or not consecutive) or before the close of the 270th
calendar day after the day in which that employee completes 90 days
of employment with the taxpayer, the tax imposed by this part for the
taxable year in which that employment is terminated shall be
increased by an amount egqual to the credit allowed under subdivision
(a) for that taxable year and all prior taxable years attributable to
qualified wages paid or incurred with respect to that employee.

(B} If the seasonal employment of any qualified employee, with
respect to whom gqualified wages are taken into account under
subdivision (a) is not continued by the taxpayer for a period of 270
days of employment during the 60-month period beginning with the day
the qualified employee commences seasonal employment with the
taxpayer, the tax imposed by this part, for the taxable year that
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includes the 60th month following the month in which the qualified
employee commences seasonal employment with the taxpayer, shall be
increased by an amount equal to the credit allowed under subdivision
(a) for that taxable year and all prior taxable years attributable to
qualified wages paid or incurred with respect to that qualified
employee.,

(2) (A) Subparagraph (A) of paragraph (1) shall not apply to any
of the following:

(i) A termination of employment of a
qualified employee who voluntarily leaves the employment of the
taxpayer.

(ii) A termination of employment of a qualified employee who,
before the close of the period referred to in paragraph (1), becomes
disabled and unable to perform the services of that employment,
unless that disability is removed before the close of that period and
the taxpayer fails to offer reemployment to that employee.

(iii) A termination of employment of a gualified employee, if it
is determined that the termination was due to the misconduct (as
defined in Sections 1256-30 to 1256-43, inclusive, of Title 22 of the
California Code of Regulations) of that employee.

(iv) A termination of employment of a qualified employee due to a
substantial reduction in the trade or business operations of the
taxpayer.

{(v) A termination of employment of a qualified employee, if that
employee is replaced by other qualified employees so as to create a
net increase in both the number of employees and the hours of
employment.

(B) Subparagraph (B) of paragraph (1) shall not apply te any of
the following:

(i) A failure to continue the seasonal employment of a qualified
employee who voluntarily fails to return to the seasonal employment
of the taxpayer.

(1ii) A failure to continue the seasonal employment of a qualified
employee who, before the c¢lose of the period referred to in
subparagraph (B) of paragraph (1), becomes disabled and unable to
perform the services of that seascnal employment, unless that
disability is removed before the close of that period and the
taxpayer fails to offer seasonal employment to that gualified
employee.

(iii) A failure to continue the seasonal employment of a qualified
employee, if it is determined that the failure to continue the
seasonal employment was due to the misconduct (as defined in Sections
1256-30 to 1256-43, inclusive, of Title 22 of the California Ceode of
Regulations) of that qualified employee.

{iv) A failure to continue seasonal employment of a gqualified
employee due to a substantial reduction in the regular seasonal trade
or business operations of the taxpayer.

(v) A failure to continue the seasonal employment of a qualified
employee, if that qualified employee is replaced by other qualified
employees So as to create a net increase in both the number of
seasonal employees and the hours of seasonal employment.

(C) For purposes of paragraph (1), the employment relationship
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between the taxpayer and a qualified employee shall not be treated as
terminated by reason of a mere change in the form of conducting the
trade or business of the taxpayer, if the qualified employee
continues to be employed in that trade or business and the taxpayer
retains a substantial interest in that trade or business.

(3) Any increase in tax under paragraph (1) shall not be treated
as tax imposed by this part for purposes of determining the amount of
any credit allowable under this part.

{£) In the case of an estate or trust, both of the following
apply:

(1) The qualified wages for any taxable year shall be apportioned
between the estate or trust and the beneficiaries on the basis of the
income of the estate or trust allocable to each.

(2) Any beneficiary to whom any qualified wages have been
apportioned under paragraph {1) shall be treated, for purposes of
this part, as the employer with respect to those wages.

{g) For purposes of this section, "enterprise zone" means an area
designated as an enterprise zone pursuant to Chapter 12.8 (commencing
with Section 7070) of Division 7 of Title 1 of the Government Code.

{h) The credit allowable under this section shall be reduced by
the credit allowed under Secticons 17053.10, 17053.17 and 17053.46
claimed for the same employee. The credit shall also be reduced by
the federal credit allowed under Secticn 51 ¢f the Internal Revenue
Code.

In addition, any deduction otherwise allowed under this part for
the wages or salaries paid or incurred by the taxpayer upon which the
credit is based shall be reduced by the amount of the credit, prior
to any reduction required by subdivision {i) or (j).

{i) In the case where the credit otherwise allowed under this
gsection exceeds the "net tax" for the taxable year, that portion of
the credit that exceeds the "net tax" may be carried over and added
to the credit, if any, in succeeding taxable years, until the credit
is exhausted. The credit shall bhe applied first to the earliest
taxable years possible.

{j) (1) The amount of the c¢redit otherwise allowed under this
section and Section 17053.70, including any credit carryover from
prior years, that may reduce the "net tax" for the taxable year shall
not exceed the amount of tax which would be imposed on the taxpayer'
8 business income attributable to the enterprise zone determined as
if that attributable income represented all of the income of the
taxpayer subject to tax under this part. )

(2) Attributable income shall be that portion of the taxpayer's
California source business income that is apportioned to the
enterprise zone. For that purpose, the taxpayer's business income
attributable to sources in this state first shall be determined in
accordance with Chapter 17 (commencing with Section 25101) of Part
11. That business income shall be further apporticned to the
enterprise zone in accordance with Article 2 (commencing with Section
25120) of Chapter 17 of Part 11, medified for purposes of this
section in accordance with paragraph (3).

{3) Business income shall be apportioned to the enterprise zone by
multiplying the total California business income of the taxpayer by
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a fraction, the numerator of which is the property factor plus the
payroll factor, and the denominator of which is two. For purposes of
this paragraph:

(A) The property factor is a fraction, the numerator of which is
the average value of the taxpayer's real and tangible personal
property owned or rented and used in the entefprisa zone during the
taxable year, and the denominator of which is the average value of
all the taxpayer's real and tangible perscnal property owned or
rented and used in this state during the taxable year.

(B) The payroll factor is a fraction, the numerator of which is
the total amount paid by the taxpayer in the enterprise zone during
the taxable year for compensation, and the denominator of which is
the total compensation paid by the taxpayer in this state during the
taxable year.

(4) The portion of any credit remaining, if any, after application
of this subdivision, shall be carried over to succeeding taxable
years, as if it were an amount exceeding the "net tax" for the
taxable year, as provided in subdivision (i).

(k) The changes made to this section by the act adding this
subdivision shall apply to taxable years beginning on or after
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. 5. Section 23622.7 of the Revenue and Taxation Code is
amended to read:

23622.7. (a) There shall ke allowed a credit against the "tax"
(as defined by Section 23036) to a taxpayer who employs a gqualified
employee in an enterprise zone during the taxable year. The credit
shall be equal to the sum of each of the following:

(1) Fifty percent of gualified wages in the first year of
employment.

(2) Forty percent of gqualified wages in the second year of
employment.

(3) Thirty percent of gualified wages in the third year of
employment.

{4) Twenty percent of gualified wages in the fourth year of
employment.

(5) Ten percent of qualified wages in the fifth year of
employment.

(b) For purposes of this section:

(1) "Qualified wages" means:

(A} (i) Except as provided in clause (ii), that portion of wages
paid or incurred by the taxpayer during the taxable year to gualified
employees that does not exceed 150 percent of the minimum wage.

{(ii) For up to 1,350 gualified employees who are employed by the
taxpayer in the Long Beach Enterprise Zone in aircraft manufacturing
activities described in Codes —3721—to—3728r—inclusives;—and
code—3812-of—the—-Standard—Industrial—&lassification—{SEC+—Manual

311 to 339, inclusive, of the North American Industry
Classification System published by the United States Office of
Management and Budget, —1987— 2007
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edition, "qualified wages" means that portion of hourly wages that
does not exceed 202 percent of the minimum wage.

(B} Wages received during the 60-month period beginning with the
first day the employee commences employment with the taxpayer.
Reemployment in connection with any increase, including a regularly
occurring seasonal increase, in the trade or business operations of
the taxpayer does not constitute commencement of employment for
purposes of this section.

(C) Qualified wages do not include any wages paid or incurred by
the taxpayer on or after the zone expiration date. However, wages
paid or incurred with respect to qualified employees who are employed
by the taxpayer within the enterprise zone within the 60-month
period prior to the zone expiration date shall continue to gualify
for the credit under this section after the zone expiration date, in
accordance with all provisions of this section applied as if the
enterprise zone designation were still in existence and binding.

(2} "Minimum wage" means the wage established by the Industrial
Welfare Commission as provided for in Chapter 1 (commencing with
Section 117%) of Part 4 of Pivision 2 of the Labor Cede.

{3} "Zone expiration date" means the date the enterprise zone
designation expires, is no longer binding, or becomes inoperative.

(4) (&) "Qualified employee" means an individual who meets all of
the following requirements:

(i} &t least %0 percent of whose services for the taxpayer during
the taxable year are directly related to the conduct of the taxpayer’
s trade or business located in an enterprise zone.

(ii) Performs at least 50 percent of his or her services for the
taxpayer during the taxable year in an enterprise zone,

{iii} Is hired by the taxpayer after the date of original
designation of the area in which services were performed as an
enterprise zone.,

(iv) Is any of the following:
—{-H—Fmmediatcly—preceding—the—qualifled—employeels—commencement—of
emp loyment—with-the—taxpayer—was—a—person—-eligible—for—services
under—the—federal—Fesb—Fraining—PartnershipAct—29-U-5-C—Fec—i50%
8t—seg—}—or—ite—successor;-who—is—receiving—or—ie—eligible—te
reesive—esubsidieed—employment—training—or——services—funded-by--the
federal-Job—TFraining—Partnership—Act—orits—eucccesor—

—(FH—Emmediately—preceding—the—qualified-employeeta—commencemnent
of—employment—with—thetaxpaye¥,—was—a—person—eligible—to-he—a
voiunta&y—or—mandatofyifegiﬁbrant—undef—bhe—Gfeater—ﬁvenues—for
Independence-Act—of—1985—(GAFN}provided—forpursuant—to—Article—3--2
{commencing—wi-th—Seetion—3+1320}ofChapter—2—of Pawt—3—of-Bivision—9
oﬁ—bhe—Welﬁa*e—andenstitubiqns—CodeT—Of—iba—succesﬁorv

—EE-

( I} ZImmediately preceding the qualified
employee's commencement of employment with the taxpayer, was an
economically disadvantaged individual 14 years of age or older.

—EV}
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(II) Immediately preceding the qualified employee's
commencement of employment with the taxpayer, was a dislocated worker
who meets any of the following:

(aa) Has been terminated or laid off or who has received a notice
of termination or layoff from employment, is eligible for or has
exhausted entitlement to unemployment insurance benefits, and is
unlikely to return to his or her previous industry or occupation.

(bb) Has been terminated or has received a notice of termination
of employment as a result of any permanent closure or any substantial
layoff at a plant, facility, or enterprise, including an individual
who has not received written notification but whose employer has made
a public announcement of the closure or layoff.

(cc) Is long-term unemployed and has limited opportunities for
employment or reemployment in the same or a similar occupation in the
area in which the individual resides, including an individual 55
vears of age or older who may have substantial barriers to employment
by reason of age.

(dd) Was self-employed (including farmers and ranchers) and is
unemployed as a result of general economic conditions in the
community in which he or she resides or because of natural disasters.

(ee) Was a civilian employee of the Department of Defense employed
at a military installation being closed or realigned under the
Defense Base Closure and Realignment Act of 1990.

(ff) Was an active member of the armed forces or National Guard as
of September 30, 1990, and was either inveluntarily separated or
separated pursuant to a special benefits program.

(gg) Is a seasonal or migrant worker who experiences chronic
seasonal unemployment and underemployment in the agriculture
industry, aggravated by continual advancements in technology and
mechanization.

(hh) Has been terminated or laid off, or has received a notice of
termination or layoff, as a consequence of compliance with the Clean
Air Act.

—h

(IIT) Immediately preceding the gualified employee's
commencement of employment with the taxpayer, was a disabled
individual who is eligible for or enrolled in, or has completed a
state rehabilitation plan —or—is—

(IV) Immediately preceding the
gqualified employee's commencement of employment with the taxpayer,
was a service-connected disabled veteran, veteran of the
Vietnam era, or veteran who is recently separated from military
service,
—4 L)

(Vv ) Immediately preceding the qualified
employee's commencement of employment with the taxpayer, was an
ex-offender. An individual shall be treated as convicted if he or she
was placed on probation by a state court without a finding of guilt.

—
(VI ) Immediately preceding the gualified
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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.

Temporary Assistance for Needy Families

(cc) Medi-Cal or Healthy Families.
—teed

(dd) Food stamps.

—+ady-

(ee) State and local general assistance.

(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 (CalwWORKs) program (Chapter 2
(commencing with Section 11200) of Part 3 of Division % of the
Welfare and Institutions Code).

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

—F I+

(VII ) Immediately preceding the qualified
employee's commencement of employment with the taxpayer, was a member
of a federally recognized Indian tribe, band, or other group of
Native American descent.

—

(VIITI) 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
—5

(IX) An employee who qualified the taxpayer for the
enterprise zone hiring credit under former Section 23622 or the
program area hiring credit under former Section 23623.
—B—Tmmediately—preceding—the—qualified—enployeels—comnmenesment
of—employment—wi-th—the—taxpayer—was—a—member—of—a-targeted—group—ae
defined—in—Section—-5i-{d}-of—the—Internal—Revenue—Code—or—ite
SUCEeesSsSor—

(B} Priority for employment shall be provided to an individual who
is enrolled in a qualified program under the federal —Job
Training—Partnership—Act—or—the—Greater—Avenues—for—Independence—Aet
of—1985-- Workforce Investment Act or the CalWORKs
program or who is eligible as a member of a targeted group
under the Work Opportunity Tax Credit (Section 5% of the Internal
Revenue Code), or its successor.

(5, "Taxpayer" means a corporation engaged in a trade or business
within an enterprise zone designated pursuant to Chapter 12.8
(commencing witk Section 7070) of Division 7 of Title % of the
Government Code.

(6, "Seasonal employment" means employment by a taxpayer that has
regular and predictable substantial reducticns in trade or business
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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
Praining—Partnership-Aet—administrative—entity—the—locatl—oounty—cAIN

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 (k). The Employment Development
Department may provide preliminary screening and referral to
a—certifying—agency-—The—Employment-Develepment—Departmert—shall
develop—a—form—for—this—purpose— businesses located in
a zone as part of the department's implementation of the intensi

ve services activities funded through the federal
Workforce Investment Act . The Department of Housing and
Community Development shall develop regulations governing the
issuance of certificates by local governments pursuant to subdivision
(a) of Section 7086 of the Government Code.

(2) Retain a copy of the certification and provide it upon reguest
to the Franchise Tax Board.

{(d) (1) For purposes of this section:

(a) All employees of all corporations which are members of the
same controlled group of corporations shall be treated as employed by
a single taxpayer.

(B) The credit, if any, allowable by this section to each member
shall be determined by reference to its proportionate share of the
expense of the qualified wages giving rise to the credit, and shall
be allocated in that manner.

(C) For purposes of this subdivision, "controlled group of
corporations" means 'controlled group of corporations" as defined in
Section 1563 (a) of the Internal Revenue Code, except that:

(i) "More than 50 percent" shall be substituted for "at least 80
percent” each place it appears in Section 1563(a) (1) of the Internal
Revenue Code.

{(1ii) The determination shall be made without regard to¢ subsections
(a) (4) and (e) (3) (C) of Section 1563 of the Internal Revenue Code.

{(2) If an employer acquires the major portion of a trade or
business of another employer (hereinafter in this paragraph referred
to as the "predecessor") or the major portion of a separate unit of a
trade or business of a predecessor, then, for purposes of applying
this section (other than subdivision (e)) for any calendar year
ending after that acquisition, the employment relationship between a
qualified employee and an employer shall not be treated as terminated
if the employee continues to be employed in that trade or business.

(e} (1) (A) If the employment, other than seasonal employment, of
any qualified employee with respect to whom gualified wages are taken
into account under subdivision (a) is terminated by the taxpayer at
any time during the first 270 days of that employment, whether or not
consecutive, or before the close of the 270th calendar day after the
day in which that employee completes 90 days of employment with the
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taxpayer, the tax imposed by this part for the taxable year in which
that employment is terminated shall be increased by an amount egual
to the credit allowed under subkdivision (a) for that taxable year and
all prior taxabkle years attributable to qualified wages paid or
incurred with respect to that employee. )

{B) If the seasonal employment of any qualified employee, with
respect to whom gualified wages are taken into account under
subdivision (a) is not continued by the taxpayer for a period of 270
days of employment during the 60-month period beginning with the day
the qualified employee commences seasonal employment with the
taxpayer, the tax imposed by this part, for the taxable year that
includes the 60th month following the month in which the gualified
employee commences seasonal employment with the taxpayer, shall be
increased by an amount equal to the credit allowed under subdivision
{a) for that taxable year and all prior taxable years attributable to
gqualified wages paid or incurred with respect to that gualified
employee.

{2) (A) Subparagraph (A) of paragraph {1} shall not apply to any
of the following:

{i) A termination of employment of a qualified employee who
voluntarily leaves the employment of the taxpayer.

{ii) A termination of employment of a gualified employee who,
before the close of the period referred to in subparagraph (A) of
paragraph (1), becomes disabled and unable to perform the services of
that employment, unless that disability is removed before the close
of -that period and the taxpayer fails to offer reemployment to that
employee.

{iii) A termination of employment of a gqualified employee, if it
is determined that the termination was due to the misconduct {as
defined in Sections 1256-30 to 1256-43, inclusive, of Title 22 of the
California Code of Regulations) of that employee.

{iv) A termination of employment of a gqualified employee due to a
substantial reduction in the trade or business operations of the
taxpayer.

{v)] A termination of employment of a qualified employee, if that
employee is replaced by other gualified employees so as to create a
net increase in both the number of employees and the hours of
employment .

{B) Subparagraph (B) of paragraph (1) shall not apply to any of
the following:

{i) A failure to continue the seasonal employment of a qualified
employee who voluntarily fails to return to the seasonal employment
of the taxpavyer.

{ii) A failure to continue the seasonal employment of a qualified
employee who, before the close of the period referred to in
subparagraph {B) of paragraph (1), becomes disabled and unakle to
perform the services of that seasonal employment, unless that
disability is removed before the close of that period and the
taxpayer fails to offer seasonal employment to that gqualified
employee.

{iii) A failure to continue the seasonal employment of a gualified
employee, if it is determined that the failure to continue the
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seasonal employment was due to the misconduct (as defined in Sections
1256-30 to 1256-43, inclusive, of Title 22 of the California Code of
Regulations) of that gualified employee.

(iv) A failure to continue seasonal employment of a gualified
employee due to a substantial reduction in the regular seascnal trade
or business operations of the taxpayer.

(v) A failure to continue the seasonal employment of a qualified
employee, if that qualified employee is replaced by other qualified
employees so as to create a net increase in both the number of
seascnal employees and the hours of seasconal employment.

(C) For purposes of paragraph (1), the employment relationship
between the taxpayer and a qualified employee shall not be treated as
terminated by either of the following:

(i) By a transaction to which Section 381(a) of the Internal
Revenue Code applies, if the gqualified employee continues to be
employed by the acquiring corporatiom.

(ii) By reason of a mere change in the form of conducting the
trade or buginess of the taxpayer, if the qualified employee
continues to be employed in that trade or business and the taxpayer
retains a substantial interest in that trade or business.

(3) Any increase in tax under paragraph (1) shall not be treated
as tax imposed by this part for purposes of determining the amount of
any credit allowable under this part.

(f) Rules similar to the rules provided in Section 46 (e) and (h)
of the Internal Revenue Code shall apply to both of the following:

(1) An organization to which Section 593 of the Internal Revenue
Code applies.

{(2) A regulated investment company or a real estate investment
trust subject to taxation under this part,

(g) For purposes of this section, "enterprise zone" means an area
designated as an enterprise zone pursuant to Chapter 12.8 (commencing
with Section 7070) of Division 7 of Title 1 of the Government Code.

(h) The credit allowable under this section shall be reduced by
the credit allowed under Sections 23623.5, 23625, and 23646 claimed
for the same employee. The credit shall also be reduced by the
federal credit allowed under Section 51 of the Internal Revenue Code.

In addition, any deduction otherwise allowed under this part for
the wages or salaries paid or incurred by the taxpayer upon which the
credit is based shall be reduced by the amount of the credit, prior
to any reduction required by subdivision (i) or (j).

(i) In the case where the credit otherwise allowed under this
section exceeds the "tax" for the taxable year, that portion of the
credit that exceeds the "tax" may be carried over and added to the
credit, if any, in succeeding taxable years, until the credit is
exhausted. The credit shall be applied first to the earliest taxable
years possible.

(j) (1) The amount of the credit otherwise allowed under this
section and Section 23612.2, including any credit carryover from
prior years, that may reduce the "tax" for the taxable year shall not
exceed the amount of tax which would be imposed on the taxpayer's
business income attributable to the enterprise zone determined as if
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that attributable income represented all of the income of the
taxpayer subject to tax under this part.

{2) Attributable income shall be that portion of the taxpayer's
California source business income that is apportiocned to the
enterprise zone. For that purpose, the taxpayer's business
attributable to sources in this state first shall be determined in
accordance with Chapter 17 {(commencing with Section 25101). That
business income shall be further apporticoned to the enterprise zone
in accordance with Article 2 {commencing with Section 25120) of
Chapter 17, modified for purposes of

this secticon in accordance with paragraph (3).

{(3) Business income shall be apportioned to the enterprise zone by
multiplying the total California business income of the taxpayer by
a fraction, the numerator of which is the property factor plus the
payroll factor, and the denominator of which is two. For purposes of
this paragraph:

(A) The property factor is a fraction, the numerator of which is
the average value of the taxpayer's real and tangible perscnal
property owned or rented and used in the enterprise zone during the
income year, and the denominator of which is the average value of all
the taxpayer's real and tangible perscnal property owned or rented
and used in this state during the income year.

(B) The payroll factor is a fraction, the numerator of which is
the total amount paid by the taxpayer in the enterprise zone during
the income year for compensation, and the denominator of which is the
total compensation paid by the taxpayer in this state during the
income year.

(4) The portion of any credit remaining, if any, after application
of this subdivision, shall be carried over to succeeding taxable
yvears, as if it were an amount exceeding the "tax" for the taxable
vear, as provided in subdivision (i).

(k) The changes made to this section by the act adding this
subdivision shall apply to taxable years on or after 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 fiscal emergency declared and
reaffirmed by the Governor by proclamation on January 20, 2011,
pursuant to subdivision (f) of Section 10 of Article IV of the
California Constitution.

SEC. 7. This act provides for a tax levy within the meaning of
Article IV of the Constitution and shall go into immediate effect.
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ACTION REQUESTED OF THE CITY COUNCIL

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

Respectfully Submitted,

Wbierd e

“Walter S. Cohen, Director
Community and Economic Development Agency

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

Prepared by:

Susana Villarreal, Enterprise Zone Coordjnator
Economic Development

Approved for Forwarding to
Rules Committee

)

Offtce of City Administrator
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Resolution No, C.M.S.

A RESOLUTION IN SUPPORT OF AB 231, AB 232, AND ABX 11, PROPOSED
AMENDMENTS TO REFORM THE CALIFORNIA ENTERPRISE ZONE
PROGRAM.

WHEREAS, the City of Oakland supports AB 231, AB 232, and ABX .1 1, 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 retammg 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 11, 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

NOES —
ABSENT -

ABSTENTION —

ATTEST:

LATONDA SIMMONS |
City Clerk and Clerk of the Council of
the City of Oakland, California



