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Summary of the Bill

AB 1661, as amended, Bonta The Healthy Options for Everyone (HOPE) Act of 2014,

The Urban Agriculture Incentive Zones Act authorizes a city, county, or city and county to
establish by ordinance an Urban Agriculture Incentive Zone within its boundaries for the purpose
of entering into enforceable contracts with landowners, on a voluntary basis, for the use of
vacant, unimproved, or blighted lands for small-scale agricultural use.

This bill would enact the Healthy Options for Everyone (HOPE) Act of 2014, and authorize a
city, county, or city and county, after a public hearing, to establish by ordinance a HOPE
Incentive Zone within its boundaries for the purpose of increasing the availability of fresh fruits
and vegetables, and other grown foods within the zone. This bill would require a city, county, or
city and county to analyze specific factors, including, but not limited to, population density and
transportation, when considering whether to establish a HOPE Incentive Zone within an area.

Thas bill would allow, under both laws, a qualified business, which is any trade or business that
has primarily done business within a HOPE Incentive Zone, for taxable years beginning on or
after January 1, 2015, to carryover a net operating loss to each of the 25 taxable years following
the taxabie year of the loss.

Positive Factors for Qakland :
Limited access to healthy and fresh food has a negative impact on the health outcomes of local

communities. Areas with this lack of access are known as food deserts and are typically found in
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low-income communities, where the major food options include fast food chains and corner
stores stocked with processed foods thatare high in sugar and fat. Even when residents in food
deserts do manage to access supermarkets and simiiar venues, many of those venues do not
accept Electronic Benefit Transfer (EBT) and Women, Infants, and Children (WIC) vouchers.
There is currently no standard definition of food deserts in state or federal code; however these
areas are typically measured by (1) income-level of the commaunity, (2} accessibility to sources
of healthy food in terms of distance to a store or number of stores in an area, and (3) availability
to public transportation or a personal vehicle. The lack of a standard definition of “food desert”
makes it difficult to approach the challenges associated with limited aceess to healthy and fresh
food options. Existing law provides no incentive for healthy and fresh food vendors to move into
food deserts. Without a change, residents of these neighborhoods will continue to be isolated
from nutritious food resources and suffer negative health outcomes.

AB 1661 would define the term "food desert” in statute to create a standard definition in which
to approach the problems relaied to limited healthy and fresh food access.

AB 1661 would also invrease healthy and fresh food options in communities contamning food
deserts through the creation of HOPE Zones under the authorization of a city and/or a county. -
Healthy and fresh food vendors would be able to take advantage of appropriate business
incentives if they chose to move into the HOPE Zones and met certain requlrements such as

partlc1pat1ng in EBT and WIC programs.
- By increasing access to healthy and fresh food resources, AB 1661 will improve the I1festyles

and health outcomes of low-income cominunities,
Negative Factors for Oakland

None

PLEASE RATE THE EFFECT OF THIS MEASURE ON THE CITY OF OAKLAND:
Critical (top priority for City lobbyist, city position required ASAP)
XX _ Very Important (priority for City lobbyist, city position necessary) .

Somewhat Important (City position desirabie if time and resources are available)

Minimal or None (do not review with City Council, pesttion not required)

Known support:‘ h
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Known Opposition:
Attach bill text and state/federal legislative committee analysis, if available.

Respectfully Submitted,

Vice Mayor Larry Reid
Approved for Forwarding to
Ruies Committee
Office of City Administrator
ltem:

Rules & Legislation Comte.
Date: April 24, 2014



AB-15661 The Healthy Options for Everyone (HOPE) Act of 2014, (2013-2014)

AMENDED IN ASSEMBLY APRIL D1, 2014 ’

CALIFORNIA LEGISLATURE— 2013-2014 REGULAR SESSION

ASSEMBLY BILL No. 1661

Introduced by Assembly Member Bonta

February 12, 2014

An act to add Chapter 6.4 (commencing with Section 51043} to Part 1 of Division 1 of Title 5 of the
Government Code, and to amend Sections 17276.20 and 24416.20 of the Revenue and Taxation Code,
relating to local government

LEGISLATIVE COUNSEL'S DIGEST

AB 1661, as amended, Bonta. The Healthy Options for Everyone (HOPE) Act of 2014,

ordinance an Urban Agriculture Incentive Zone within 1ts boundanes for the purpose of entering into enforceable

|

f

| The Urban Agnculture Incentive Zones Act authorizes a aty, county, or aty and county to establish by
i

) contracts with landowners, on & voluntary basis, for the use of vacant, urnimproved, or blighted fands for smali-
I

scale agricultural use.

|

! This bill would enact the Healthy Options for Everyone (HOPE) Act of 2014, and authorize a city, county, or ity
' and county, after a pubiic hearing, to estabiish by ardinance a HOPE Incentive Zone within its boundaries for
E the purpose of increasing the avadability of fresh fruits and vegetables, and other grown foods within the zone.
This bill would reguire a city, county, or city and county to analyze specfic factors, including, but not imited to,
population density and transportation, when considering whether to establish @ HOPE Incentive Zone within an

arega.

The Personal Income Tax Law and Corporation Tax Law, i modified conformity with federal jaw, allow
taxpayers to utihze net operating losses and carryovers and carrybacks of those losses for purposes of :
offsetting thew tax babiities. Existing law allows net operating losses for taxable years beginming on or after I
January 1, 2008, to be carried over to each of the 20 taxable years following the taxable year of the loss,

This bill wouwld aliow, under both laws, a qualiied business, which 15 any trade or business that has primarily
done busmess withur a HOPE Incentive Zone, for taxable years beginmng on or after January 1, 2015, to
carryover a net operating {0ss to each of the 25 taxable years followmng the taxable year of the loss. .

? Vote majonty Approprniations no  Fiscal Committee nAeyes Locaf Program: no

THE PEOPLE OF THE STATE OF CALIFORNIA DO ENACT AS FOLLOWS:
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SECTION 1. The Leaisiature finds and declares all of the following

{
i
!

(a) The Healthy Options for Everyone (HOPE) Act of 2014 provides cibies, counties, and cities and counties with !

the abiity to provide mncentves for businesses and indwviduals working within HOPE Incentive Zones that can be f
tatlored by local governments to fit their area’s unigue needs. : i
|
{b) These incentives are Intended to reduce the tax burden and costs of doing business within a HOPE Incentive l
Zone which, 1n turn, will spur the creation of new busmesses, or the expansion of exsting businesses, within I
. the zone. o }

(¢} Incentives that will be available for dividuals and businesses working or doing business witfun a HOPE
Incentive Zone wiil includle, but are nat hrmited to, @ hiring tax credit, an expansion of the penod for which a net
operating loss may be carrred over, a tax credit for low-mcome indiduals emploved within 8 zone, reductions
In electricity rates, assistance for developing sites within a zone, and low-mterest loans for the nstaliation and

! maimtenance of electncity and water services. : ‘

SEGTIONA.SEC, 2. Chapter 6.4 (commencing with Saction 51043 1s added to Part 1 of Division 1 of Title 5 of
the Government Code, to read.

‘ CHAFTER 6.4 Heaithy Options for Everyone {HOPE]) Act of 2014

51043, This chapter shall be known, and may be cited, as the Healthy Options for Everyone (HOPE) Act of 2014,

51043.1. (a) A oy, county, or city and county may, after a pubhc heanng, estabhsh by ordinance a HOPE
Incantive Zane within jts boundanes for the purpose of increasing the avallability of fresh fruits and vegetabies,

and gther grown foods.

(b).A aty, county, or oty and county shall analyze the following factors within a geographic area when
considering whether to estahlish a HOPE Incentive Zone within that area pursuant to subdivision {a):

{1) Transportation.
(2) Populabon density ’ . :

(3} Income of population.

(4) Whether the area quaiifies as a “food desert” by the United States Department of Agnculture

(5) Percentage of population that participates In food assistance programs, including, but not mited to, & free

school iunch program.

(6} Percentage of population with dietary-related ilinesses.
(7) Neglected real property. '

51043.2, A city, county, or city and county may, after estabiishing & HOPE Incentive Zone pursuant to Section
51043.1, enact an ordinance to create ncentives for small businesses, farmers’ markets, grocers, and other
businesses that provide fresh frusts and vegetables, and other grown foods to conduct business within the zone, ’

]

SEC. 3. Saction 17276.20 of the Revenue and Taxation Code 1s amended to read:

17276.20. Except as prowvided in Sections 17276.1, 17276.2, 17276.4, 17276 5, 17276.6, and 17276.7, the
deduction prowvided by Secbion 172 of the Internal Revenue Code, relating to net operabing loss deduchon, shall

be modified as follows:

{a} (1) Net operating losses attributable to texable years beginning before January 1, 1987, shall not be
allowed.

N ,

(2} A net operating loss shall not be carned forward to any taxable year beginnung before January §, 1987 .
(k) (1) Except as provided n paragraphs (2) and (3), the provisions of Section 172(b)(2) of the Interna!
Revenue Code, relating to emount of carrybacks angd carryovers, shall be' modified so that the apphcable

percentage of the entire amaunt of the net operating loss for any taxabie year shall be elhgible for carryover {o i
any subsequent taxable vear. For purposes of this subdivision, the applhcable percentage shall be !
:

(&) Fifty percent for any taxable year beginming before January 1, 2000.
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i (B) Fifty-five percent for any taxable year beginning on or after January 1, 2000, and before Jénuary 1, 2002

‘ (C) Sixty percent for any taxabic year beginning on or after January 1, 2002, and before January 1, 2004,

! (D) One hundred percent for any taxable year beginmng on or after January 1, 2004,

i
{2) In the case of a taxpayer who has a net operating loss in any taxable year beginmng on or after January 1,
: 1994, and who operates a new busingss during that ¢axable year, each of the foliowing shail apply to each loss

incurred during the first three taxabie years ot pperating the new business:

{A) If the net operating loss is equal to or iess than the net loss from the new business, 100 percent of the net
operating loss shall be carried forward as provided i subdmision (d)

(B) If the net aperating loss is greater than the net’loss from the new business, the net operating loss shal! be

i
'

carried oyver as foliows:

f

(1) With respect to an amount equal to the net foss from the new business, 100 percent of that amount shall be

carried forward as provided In subdivision (d).

! (1) With respect to the porbion of the net operating loss that exceeds the net loss from the new business, the
’ applicable percentage of that amount shali be carned forward as provided in subdivision (d).

(C) For purposes of Section 172(b}(2) of the Internal Revenue Code, the amount described In clause () of
subparagraph {B) shall be absorbed before the ameount described in clause (1} of subparagraph (B).

(3} In the case of 2 taxpayer who has a net operating loss in any taxable year beginning on or after January 1,
1994, and who operates an eligible small business dunng that taxable year, each of the following shall apply:

(&) If the net operating loss 1s equal o or less than the net loss from the eligible small business, 100 percent of
the net operating loss shall be carnied forward to the taxable years specified in subdivision (d).

{B) If the net operating joss 1 greater than the net loss from the eligible small business, the net opératmg loss

shall be carried over as foliows:

(1) With respect to an amount equal to the net loss from the eligibie small business, 100 percent of that amount :
shall be carned forward as provided 1n subdiwision (d)

; !

{1} With respect to that portion of the net operating loss that exceeds the net loss from the eligible small !
busimess, the apphcable percentage of that amount shall be carned forward as provided in subdivision {d). E
|

F

|

(C) For purposes of Section 172(b)(2) of the Internal Revenue Code, the amount described in clause {1} of
subparagraph {B) shall be absorbed before the amount described in clause (1} of subparagraph (B).

{4) In the case of a taxpayer who has a net operating loss in a taxable year beginming on or after January 1,
1994, and who operates a business that qualifies as both a new business and an eligible small business under
this section, that business shall be treated as & new business for the first three taxabla years of the new

business.

{5) In the case of a taxpayer who has a net operating loss 1n a taxable year beginming on or after January 1,
1994, and who operates more than one busingss, and more than one of those businesses quahifies as either &
new business or an eligible small businass under this section, paragraph (2) shall be applied first, except that If
there 15 any remaming porbion of the net operating loss after apphcation of clause {1} of subparagraph (B} of
that paragraph, paragraph (3) shall be appled to the remaining portien of the net operating less as though that
remaining portion of the net operating loss constituted the entire net operating loss

(&) For purposes of this section, the term “net loss” means thé amount ol net icss after application of Sections
465 and 469 of the Internal Revenue Code

|
() Secton 172{b)(1) of the Internal Revenue Code, relating to years to which the loss may oe carned, 15 }
modified as follows: . !
(1) Wet operating loss carrybacks shall not be allowed for any .net operating losses attnbutabie to taxabie years
beginn:ng before January 1, 2013,

(2} A net operating loss attnbutable to taxable years beginming on or after January 1, 2013, shall be a net
operating loss carryback to each of the two taxable yvears preceding the taxable year of the loss in fieu of the

number ¢f years provided therain
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(A) For a net operating loss attributable to a taxable year beginning on or after January 1, 2013, and before i
January 1, 2014, the amount of carryback to any taxable year shall not exceed 50 percent of the net operating

loss.

f (B) For a net operating loss attnbutabie to a taxablie vear beginnmg on or after January 1, 2014, and before
' January 1, 2015, the amount of carryback to any taxabie year shall not exceed 75 percent of the net operating

i loss.
(C) For a net operating loss @ttrbutable to a taxable year beginning on or after January 1, 2015, the arnount of
carryback to any taxabie year shall not exceed 100 percent of the net operating less.

; (3) Notwithstanding paragraph (2), Section 172(b)(1)(B) of the Internal Revenue Code, relating fo special rules
for REITs, and Section 172(b){1)(E) of the lnternal Revenue Code, relating to excess interest loss, and Sechion
172(h) of the Internal Revenue Code, relating to corporate eguity reduchon interest losses, shall apply as

I provided.

1
(4) A net operating loss carryback shall not be carned back to any taxable year beginning before January 1,
2011

: (d) (1) (A) For a net operating loss for any taxable year beginfung on or after January 1, 1987, and before
January 1, 2000, Secbion 172(b)}{1)(A}n) of the Internal Revenue Code 15 modified to substitute “five taxable
years” 1n lieu of *20 taxable years” except as otherwise provided in paragraphs (2) and (3).

{B) For @ net operating loss for any taxable year beginning on or after January 1, 2000, and before January 1,
2008, Sectian 172(b){1)}AH") of the Internal Revenue Code 1s modified to subshitute “10 taxable years” in lieu
of "20 taxable years.”

(2) For anir taxable year beginning before January 1, 2000, in the case of a "pew business,” the “five taxable
years" in paragraph (1) shall be modified to read as foliows:

{A) “Bight taxable years” for a net pperating loss attributable to the first taxable year of that new business. !
(B) "Seven taxable years” for a net operating loss sttributable to the second taxable year of that new business.

(C) "Six taxable vears” for a net operating foss attributable to the third taxable year of that new business.

(3) For any carryover of a net operating loss for which a deduction 1s demed by Section 17276.3, the carryover
penad specified 1In this subdivision shall be extended as foliows:
f

(A} By one year for a net eperating loss attnibutable to taxable years beginning 1n 1991. |
{B) By two years for a net operating loss attnbutable to taxable years beginming prior to January 1, 1991, i

(4) The net operating loss attributable te texable years beginning on or after January 1, 1987, and before
January 1, 1994, shall be a net operating ioss carrvover to each of the 10 taxable years following the year of !
the loss f it 1s incurred by a taxpayer that 1s under the junsdiction of the court In 2 Title 11 or similar case at :
any time during the income year The loss carryover provided in the preceding sentence shall not appiy to any !
joss incurred after the date the taxpayer 15 ne jonger under the jurisdiction of the court in a Title 11 or swmnilar

case

(5) (A) For a net operating Joss for any taxable year beginmng on or after Japuary 1, 2015, 1n the case of 5
“gquatified business,” Section 172(b)(1)(A)(1) of the Internal Revenue Code 1s modified to substitute V25 taxable

vears”n heu of "20 taxable years.”

(B} Far purposes of tfus paragraph, “qualfied business” means any trade or business that has primarily dene
business within @ HOPE Incentive Zone, as established by Section 51043.1 of the Government Code, during the

taxable vear.

{e) For purposes of this secbon®
(1) “Ehgible small business! means any trade or business that has gross recélpts, less returns and alidwances,

of less than one mulhen doliars ($1,000,000) duning the taxable year.

{2) Except ms provided 1n subdivision (f), “new business” means any trade or husiess activity that 1s first
cammenced 1 ths state on or after January 1, 1994,
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' (3) “Title 11 or ssimiar case” shall have the same meaning as In Sechion 368(a)(3) of the Internal Revenue J
Code.

: {4) In the case of any trade or busmess achwvity conducted by a partnership or “S5” corporation paragraphs {1}
‘ and (2) shali be apphed to the partnership or "5" carparation

! (f) For purposes of this section, in deterrmimng whether a trade or business activity guaiifies as a new business
: under paragraph {2) of subdivision (&), the following ruies shall apply.

(1) In any case where a taxpayer purchases or otherwise acguires all or any portion of the assets of an existing
] trade or business (irrespective of the form of entlty)!that 15 doing business in this state {within the meaning of
Section 23101), the trade or business thereafter conducted hy the taxpayer (ar any related person) shall not be
treated as a new business If the aggregate fair market value of the acquired assets (inciuding real, personal,
tangibie, and intangible property) used by the taxpayer (or any related person) in the conduct of its trade or
E business exceeds 20 percent of the aggregate fair market value of the total assets of the trade or business
being conducted by the taxpayer {or any related person) For purposes of this paragraph only, the following

rules shall apply.

(A) The determination of the redatrve fair market values of the acquired assets and the total assets shall be
made as of the last day of the first taxable year in which the taxpayer {or any related person) first uses any of
' the acguired trade or business assets In its business activity.

' (B) Any acquired assets that constituted property described in Section 1221(1) of the Internal Revenue Code n [
the hands of the transferor shall not be treated as assets acquired from an existing trade or business, unless
those assets also constitute property described in Section 1221(1) of the Internal Revenue Code in the hands of

the acquiring taxpayer (or related person).

(2) In eny case where a taxpayer (or any related person) 1s engaged in one or more trade or business activities
in this state, or has been engaged 1n one or more trade or business activities 1n this state within the preceding
36 months ("prior trade or business activity”}, and thereafter commences an additional trade or business
activity In this state, the additional trade or business activity shali only be treated as a new business If the
additional trade or business activity 1s classified under a different dwision of the Standard Industnal
Classification {SIC) Manual published by the United States Office of Management and Budget, 1987 edition,
than are any of the taxpayer’s (or any related person’s) current or prior trade or business activities.

(3) In any case where a taxpayer, \ncluding all retated persons, 1s engaged n trade or business activities wholty
outside of this state and the taxpayer first commences doing business n thus state (within the meaning of
Section 23101} after December 31, 1993 (other than by purchase or other acquisition described in paragraph
(1)), the trade or business activity shall be treated as a new business under paragrapgh (2) of subdivision (&),

{4} In any case where the legal form under which a trade or business actwvity 1s being conducted s chaﬁged,
the change in form shall be disregarded and the determmination of whether the trade or business activity s a
new business shall be made by treating the taxpayer as havimg purchaesed or otherwise acquired all or any
portion of the assets of an existing trage or business under the rules of paragraph (1).

(5) “Related person” shall mean any person that is related to the taxpayer ender either Section 267 or 318 of !
the Internal Revenue Code. : ;
(6) “Acguire” shall include any ooft, imheritance, transfer wncident to divorce, or any other transfer, whether or
net for consideration :
!

F

(7) (A) For taxabie years beginmng on or after January 1, 1997, the term “new business” shall include any
taxpayer that 15 engaged in bopharmaceutical activities or other biotechnolegy activibies that are described in H
Codes 2833 to 2836, inclusive, of the Standard Industrial Classification {(5IC) Manual published by the United E
States Office of Management and Budget, 1987 edition, and as further amended, and that has not recerved f
reguiatory approval for any product from the Food and Drug Admirustration, i
|

{B) For purposes of this paragraph-
(1) "Biopharmaceutical activibes” means those activities that use organmisms or matenals dernved from

organisms, and theiwr celiuiar, subcellufar, or moilecutar components, n order Lo provide pharmaceutical products i
for hurman or animal therapeutics and diagnostics Biopharmaceutical activittes make use of hving orgamsms to '

make commercal praducts, as opposed to pharmaceutical activities that make use of chemical compounds to

produce commercial products

.
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(i) "Other biotechnoiogy activibies” means activities consisting of the applcation of recombsnant DNA - .
technology to produce commercial products, as well as activibes regarding pharmaceutical delivery systems '
designed to provide a nleasure of control over the rate, durabon, and site of pharmaceutical delivery. i

(@) In computing the madifications under Section 172(d}(2) of the Internal Revenue Code, relating to capital
gains and iosses of taxpayers other than corporations, the exclusion provided by Section 18152.5 shall not be

allowed

{h} Notwithstanding any provisions of this sechon to the contrary, a deduchon shall be allowed tc a “qualihed
taxpayer” as provided in Sections 17276 1, 17276.2, 17276.4, 17276.5, 17276.6, and 17276,7.

(l)'The Franchise Tax Board may prescribe appropriate regulations to carry out the purposes of this section,
incluching any regulations necessary to prevent the avoidance of the purposes of this section through splitups,

shell corporations, partnerships, hered ownership structures, or otherwise,

(1) The Franchise Tax Board may reclassify any net operating loss carryover determined under either paragraph
: (2) or (3) of subdivision (b} as a net operating loss carryover under paragraph (1) of subdivision (b) upon a
showing that the reclassification 1s necessary to prevent evasion of the purposeas of this section,

(i} Except as otherwise provided, the amendments made by Chapter 107 of the Statutes of 2000 shall apply to
net operating losses for taxable years beginmng on or after January 1, 2000.

SEC. 4. Section 24416.20 of the Revenue and Taxation Code 1s amended to read:

24416.20 Except as provided in Sections 24416.1, 24416.2, 24416.4, 24416.,5, 24416.6, and 24416.7, & net
operating ioss deduction shall be allowed in computing net mcome under Sechion 24341 and shall be
determined in accordance with Section 172 of the Internal Revenue Code, except as otherwise provided.

(a) (1) Net operating losses attributeble to taxable years beginning before lanuary 1, 1987, shall not be

allowed.

(2) A net operating lass shall not be carned forward to any taxable year beginning before January 1, 1987

(b)Y (1) Except as provided in paragraphs (2) and (3), the provisions of Section 172(b){(2) of the Internal
Revenue Code, relattng to amount of carrybacks and carryovers, shall be modified so that the applicable
percentage of the entire amount of the net operating loss for any taxable year shall be elaible for carryover te
any subsequent taxable year. For purposes of this subdvision, the apphcable percentage shall be-

(A) Fifty percent for any taxable vear begqinning before January 1, 2000.

(B) Fifty-five percent for any taxable year beginning on or after January 1, 2000, and befpre January 1, 2002 !
(C) Sley percent for any taxable year beginning on.or after January 1, 2002, and before January 1, 2004,

(D) One hundred percent for any taxable year beginming on or after January 1, 2004,

{2} In the case of a taxpayer who has a netr operating ioss In any taxable year beginning on or after Janvary 1, J'
1994, and who operates a new business during that taxable year, each of the following shalt apply to each loss

incurred during the first three taxable years of operating the new business:
|

{A) If the net operating ioss 15 equal fo or less than the net loss from the new business, 100 percent of the net
operating loss shali be carmed forward as provided 1n subdivision (e)

(B) If the net operating loss is greater than the net loss from the new business, the net aperating ioss shall be

i
1
carned over as foliows: . }f
1

{1} with respec! to an amount equal to the net loss from the new business, 100 percent of that amount shall be ;
1

?

carred forward as provided in subdivision (e).

{n) with respect to the portion of the net operating loss that exceeds the net less from the new business, the ;
1
apphicable percentage of that amount shall be carned forward as provided in subdivision (d). :

(C) For purposes of Sechion 172(b)(2) of the Internal Revenue Code, the amount described in clause (1) of
subparagraph {B) shall be absorbed before the amount described in clause (1) of subparagraph (B}

(3) In the case of a taxpayer who has a het operating loss it any taxable year beginning on or after January 1,
1994, and who aperates an eigible small business during that taxabte year, each of the following shall apply.
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: {A) If the net operating loss 1s equal to or less than the net loss from the ehgible small business, 100 percent of i

' the net operating Joss shall be carnied forward to the taxable years specified in paragraph (1) of subdivision (e) :
1

(B8} If the net operating lass 15 greater than the net loss from the eligible smail business, the net operating loss I

. shall be carned over as foliows®

; (1) With respect to an amount equal to the net loss from the eligible small business, 100 percent of that amount

shall be carnied forward as provided in subdivision {e)

(1) With respect to that porbion of the net operating loss that exceeds the net loss from the ehgible small
business, the applicable percentage of that amount shail be carried forward as provided in subdivision (&).

J (C) For purposes of Section 172(h)(2) of the Internal Revenue Code, the amount described in clause (1) of
: subparagraph {B)} shall be absorbed before the amount descnbed in cause (1) of subparagraph (B}

(4} In the case of a taxpayer who has a net operating loss in a taxabie year beginming on or after January 1,
1994, and who operates a business that qualhfies as both a new business and an eligible small business under
this section, that husimess shail be treated as a new business for the first three taxable years of the new

business.

(5) In the case of a taxpayer who has a net operating foss In a taxable year beginning on or after January 1,
1994, and who operates more than one business, and maore than one of those businesses qualfies as.either a
E new business ar an ehgible small business under this secbon, paragraph (2) shal! be applied first, except that if
there 15 any remaining portion of the net operating loss after application of clause (1) of subparagraph (8) of
paragraph (2), paragraph {3} shall be applted to the remaining partion of the net operating loss as though that i
remaining portion of the net operating loss constituted the entire net operating loss. '

{6) For purposes of this sechion, “net loss” means the amount of net loss after application of Sections 465 and
469 of the Internal Revenue Code.

{c) For any taxable year in which the taxpayer has in effect a water's-edge election under Section 25110, the !
deduction of a net operating Joss carryover shall be denied to the extent that the net operating loss carryover [
was determined by taking into account the income and factors of an affibated corporation in & combtned report
whose income end apportionment factors would not have been taken into account of a water's-edge election
under Section 25110 had been in effect for the taxable year in winch the less was incurred

|
{d) Section 172(b){1} of the Internal Revenue Code, relating to years to which the Joss may be carried, s
modified as follows:

]
(13 Net operating Joss carrybacks shall not be allowed for any net operating losses attribuiable to taxable years

beginning before January 1, 2013,

{2} A net operaling loss attributabie to taxable years beginming on or after January 1, 2013, shall be a net
operating loss carryback to each of the two taxable years preceding the taxable vear of the loss in heu of the

number of years provided therein

{A) For @ net operating loss attributable to a taxable year beginning on or after January 1, 2013, and before
January 1, 2014, the amount of carryback to any taxable year shall not exceed 50 percent of the net operating

loss. P

(B) For a net operating loss attributable to a taxable year beginming on or after January 1, 2014, ahd before
January 1, 2015, the amount of carryback to any taxable year shali not exceed 75 percent of the net operating

loss, -

(C) For a net operating loss attnbutable to a taxable year beginning on or after January 1, 2015, the amount of
carryback to any taxable year shall not exceed 100 percent of the net operating loss

{3) Notwithstanding paragraph (2}, Section 172(b){(1)(B) of the Internal Revenue Code, relating to special rules
for REITs, and Section 172(b)(1)(E} of the Internal Revenue Code, relating to excess interest loss, and Section
T 172{h) of the Internal Revenue Code, relating to corporate equity reduction interest losses, shall appiy as

provided.

{4} A net operarmg lass carryback shali not be carred back to any taxable year beginming before January 1,

2011 }

http://leginfo.legislature.ca.gov/faces/billHistoryClient. xhiml v 4/8/2014



(e) (3) {A) For & net operating loss for any taxabie year beginming on or after January 1, 1987, and before
January 1, 2000, Section 172(b}{1){A}n) of the Internal Revenue Code s modified to substitute “five taxable
years” in lieu of "20 years” except as otherwise provided n paragraphs (2), {3), and (4).

(B) For a net operating loss for any income year beginning on or after January 1, 2000, and before January 1,
2008, Section 172(b)(1}(A){i) of the Internal Revenue Code 1s modifiad to subshtute “10 taxable years” in lieu ‘

of “20 taxable years.”

’ L i
' (2} For any income year beqinming before January 1, 2000, 1n the case of a "new business,” the “five taxable i
vears” referred to in paragraph (1) shall be modified to read as follows- F

{A) “Eght taxable years” for a net operating loss attributable to the first taxable year of that new business.
(B) "Seven taxable years” for a net operating toss attributable to the second jaxable year of that new business.
‘ (C) "Six taxable years” for a net operating loss attributahle to the third taxable year of that new business

(3) For any carryover of a net operating loss for which a deduction 1s denied by Section 24416.3\, the carryover

penod specified in this subdvision shall be extended as follows:

(A) By one vear for a net operating lass attrbutable to taxable years beginning in 1991,
(B) By two years for a net operating loss attributabie to taxable years beginning prior to January 1, 1991,

{(4) The net operat:ng loss attributable to taxable years beginmung con or after January 1, 1987, and before
January 1, 1994, shall be a net operabng loss carryover to each of the 10 taxable vears following the year of

the loss if it 15 incurred by a cerporation that was either of the following:

(A) Under the junsdiction of the court tn @ Title 11 or similar case at any time prior to January 1, 1994, The loss
carryover provided in the preceding sentence shall not apply to any lass incurred in an income year after the
taxable year duning which the corporation 1 no longer under the junsdiction of the court In a Title 11 or simitar

£ase.

{B) In receipt of assets acquired In a transachon that quaitfies as a tax-free reorganization under Section 368(a)

{1){G) of the lnternal Revenue Code,

(5) (A) For a net operating loss for any taxable year beginmng on or after January 1, 2015, in the case of a
"quahfied business,” Sechon 172(b}(1)(A)(i) of the Internal Revenue Code 1s modified to substitute “25 taxable

years” in heu of "20 taxable years.”

(B) For purposes of thus paragraph, “quabfied business” means any trade or business that has pnimeanly done ;
business within 8 HOPE Incentive Zone, as established by Section 51043.1 of the Government Code, durning the :

.

taxable vear.

(f) For purposes of this sectipn.
(1) "Ehgibie smal! business” means any trade or buswiess that has gross receipts, less returns and allowances,

of less than one million doliars ($1,000,000) guring the income vear.

{2) Except as provided in subdevision (g), “new business” means any trade or business activity that s first

commenced in this state on ar after January 1, 1994.

(3)"Title 11 or similar case” shall have the same meanng as in Secbon 368(a)(3) of the Internal Revenue
Code.

{4) In the case of any trade or business activity conductad by a partnershup or an “S" corporation, paragraphs
(1) and (2) shall be apphed to the partnership or *5" corporation.

{g) For purposes of this section, It deterrmining whether a trade or business acbivity qualfies as @ new business
unaer paragraph (2) of subdivision (e}, the following ruies shall apply:

(13 In any case where & taxpayer purchases or aotherwise acquires all or any bortlorn of the assets of an existing
trade or business (irrespective of the form of entity) that 1s doing business i1a thus state {within the meanming of
Section 23101), the trade or business thereafter conducted by the taxpaver {(or any related person) shall nct be ]
treated as 2 new business If the aggregate fair market value of the acquired assets (including real, personal, [
tangible, and intangtbie property) used by the taxpayer {or any related person) in the conduct of its trade or %
business exceeds 20 percent of the aggregate fair market value of the total assets of the trade or business
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i being conducted by the taxpayer (or any related person) For purposes of this paragraph only, the fallowing

rules shall apply.

; (A} The deterrnination of the relative fair market vaiues of the acquired asseis and the total assets shall be
' made as of the last day of the first taxable year in which the taxpayer (or any related person) first uses any of

the acquired trade or business assets In its business activity.

{B) Any acowired assets that constituted property described 10 Section 1221(1) of the Internal Revenue Code in
. the hands of the transferor shall not be treated as assets acguired from an exisoing trade or buameass, unless
! those assets also constitute property described in Section 1221(1) of the Internal Revenue Code in the hands of

‘ the acquinng taxpayer [or related person).

5 {2} In any case where a taxpayer {or any related person) ts engaged In one or more trade or busipess activities
. In this state, or has been engaged In one or more trade or business activibes 1n this state within the preceding
i 36 months (“prior trade or business activity”), and thereafter commences an addiional trade or business
: activity in this state, the additiona! trade or business actrivity shall only be treated as @ new business If the
; additional trade or business activity 1s classified under a different division of the Standard Industnal
! Classification (SIC) Manual pubitshed by the United States Office of Management and Budget, 1987 edition,
than are any of the taxpayer's {(or any related person’s) current or prior trade or business activities

' {3) In any case where a taxpayer, including all related persons, I1s engaged in trade or business activities wholly
outside of this state and the taxpayer first commences doing business: in this state (within the meaning of

Section 23101) after December 31, 1993 (other than by purchase or other acqusition described in paragraph

(1)), the trade or husiness activity shall be treated as a new business under paragraph {2) of subdivision (e}.
s

{4) In any case where the legal form under which 2 trade or business activity 1s being conducted 1s changed,
the change 1 farm shall be disregarded and the determination of whether the trade or business activity 15 a
new business shall be made by treating the taxpayer as having purchased or otherwtse acguwred all or any
portion of the assets of an existing trade or business under the rules of paragraph (1).

(5} “Related person” shall mean any person that is refated to the taxpayer under either Section 267 or 318 of

the Internal Revenue Code.

(6) “Acquire” shall include any transfer, whether or not for consideration.

(7) {A) For taxable years beginning on or after January 1, 1997, the term “new business” shall include any
taxpayer that 1s engaged n biopharmaceutical activities or other biotechnology activities that are described in
Codes 2833 to 2836, inclusive, of the Standard Industnal Classificabon (SIC) Manual published by the United
States Office of Management and Budget, 1987 edition, and as further amended, and that has not received
reguiatory approval for any product from the Food and Brug Administration.

(B) For purposes of this paragraph.

{1) "Bigpharmaceutical activities” means those -activities that use organtsms or matenals derived from
organisms, and their cellular, subcetiular, or molecular components, m order (o provide pharmaceutical products
for human or ammal therapeutics and diagnostics. Biopharmaceutical activities make use of ving organisims to
make commercial products, as opposed to pharmaceutical activities that make use of chermical compounds to

preduce commercial products.
(1} *Other biotechnology acbvities” means activittes consisting of the application of recombinant DNA

technology to produce commercial products, as well as activities regarding pharmaceutical delivery systems
designed Lo provide @ measure of control over the rate, duration, and site of pharmaceuticat delivery

{h).For purposes of corporations whose pet incorne s determined under Chapter 17 {commencing with Section
25101), Section 25108 snall apply to each of the following

(1) The amounl of net operating loss incurred 10 any taxable year that may be carned forward to another
taxable year )

(2} The amount of any loss carry forwarg that may be deducted in any taxabie year.

() The provisions of Section 172(b}{(1}(D) of the Internal Revenue Code, reisting to bad debt iosses of

commercial banks, shall not be applicable.
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{1} The Franchise Tax Board may prescribe apprepriate regulations to carry out the purposes of this sechion,
including any regulations necessary to prevent the avoidance of the purposes of this section through sphtups, ;

shel! corporations, partnerships, tiered ownership structures, or otherwise,

(k) The Franchise Tax Board may reclassify any net operating loss carryover determined under either paragraph
) (2) or (3) of subdivision (b} as a net operating loss carryover under paragraph (1) of subdwvision (b) upen a
i showing that the rectassification s necessary to prevent evasion of the purposes of this section I
i

(1) Except as otherwise provided, the amendments made by Chapter 107 of the Statutes of 2000 shall apply to ]
net operating losses for taxable years beginming on or after January 1, 2000
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OAKLAND CITY COUNCIL

Resolution No. C.M.S.
INTRODUCED BY VICE MAYOR LARRY E REID

A Resolution Supporting Assembly Bill 1661 The Healthy Options for Everyone (HOPE)
Act of 2014: Elimination of Food Deserts (Bonta)

WHEREAS, When there 15 imited access to healthy and fresh food, 1t has a negative impact on the health
outcomes of local commumties and, areas with this lack of access are known as food deserts and are
typicalty found m low-income communities, where the major food options generally include fast food
chams and corner stores, stocked with processed foods that are high 1 sugar and fat, and;

WHEREAS, There 15 currentiy no standard definition of food deserts m state or federal code, however
these areas are typically measured by (1)mcome-level of the community, (2) accessibility to sources of
healthy food in terms of distance to a store or number of stores in an area, and (3) availability to public
transportation or a personal vehicle, and the lack of a standard defimhon of “food desert” makes 1t difficult
to approach the challenges associated with hmited access to healthy and fresh food options, and;

Existing law provides no incentive for healthy and fresh food vendors to move into food deserts Without a
change, residents of these neighborhoods will continue t¢ be 1solated from nutritious food resources and
suffer negative health ouicomes, and,

WHEREAS, Existing law provides no mcentive for healthy and fresh food vendors to move mto food
deserts, and without a change, residents of these neighborhoods will continue to be isolated from nutritious
food resources and suffer negative health outcomes, and;

WHEREAS, Assembly Bill 166F, as authered by Assembly Member Bonta, would define the term "food
desert" 1n statute to create a standard definttion in which to approach the problems related to limited healthy
and fresh food access, and would also mncrease healthy and fresh food options in commurmties contaming
food deserts through the creation of HOPE Zones ander the authonzanon of a city and/or a county, and
healthy and fresh food vendors would be able to take advantage of appropnate business incentives 1f they
chose to move mnto the HOPE Zones and met certaimn requirements, such as participating m EBT and WIC
programs, and by increasmg access to healthy and fresh food resources, AB 1661 will improve the
lifestyles and health outcomes of low-mncome commumties, so therefore be it:

RESOLVED: That the Council of the City of Oakland proclaims its suppost for Assembly Bill 1661, The
Healthy Options for Everyone (HOPE) Act of 2014: Elirmunation of Food Deeserts, and authorizes the City
Admimstrator to instruct the Legislative Lobbyist for the City to support the passage of Assembly Bill 1661

IN COUNCIL, OAKLAND, CALIFORNIA, , 2014
PASSED BY THE FOLLOWING VOTE.

AYES - BROOKS, SCHAAF, KALB, KAPLAN, REID, GALLO, MCELHANEY, AND PRESIDENT
KERNIGHAN




