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SUMMARY 
 
This bill would do the following:  
 

• Conform to the federal credit percentage for increasing research activities, and  
• Conform to the federal alternative incremental research credit (AIC) percentages in 

effect on January 1, 2007.  
 
SUMMARY OF AMENDMENTS 
 
The April 14, 2010, amendments resolved the department’s implementation consideration by 
accepting the amendments suggested in the department’s analysis dated April 14, 2010.   
 
The recent enactment of SB 401 (Stats. 2010, Ch. 14) raises a new technical consideration.  
 
Except for the “This Bill,” ”Technical Considerations,” and “Economic Impact” sections, the 
remainder of the department’s analysis of the bill as introduced February 18, 2010,  still applies.  
  

 
Franchise Tax Board  SUMMARY ANALYSIS OF AMENDED BILL 

Author: Anderson Analyst: Jahna Alvarado Bill Number: AB 2278 

Related Bills: See Prior Analysis Telephone: 845-5683 Amended Date: April 14, 2010 
 
 Attorney: Patrick Kusiak Sponsor:  

SUBJECT: 
Research Expenses Credit/20 Percent Of Excess Qualified Expenses/Conformity To 
Election Of Alternative Incremental Credit 

 
X 

DEPARTMENT AMENDMENTS ACCEPTED.  Amendments reflect suggestions of previous 
analysis of bill as introduced February 18, 2010. 

 X AMENDMENTS IMPACT REVENUE.  A new revenue estimate is provided. 
 

 
AMENDMENTS DID NOT RESOLVE THE DEPARTMENTS CONCERNS stated in the 
previous analysis of bill as introduced/amended                                        . 

  FURTHER AMENDMENTS NECESSARY. 
  DEPARTMENT POSITION CHANGED TO                                        . 
 

X 
REMAINDER OF PREVIOUS ANALYSIS OF BILL AS INTRODUCED  
February 18, 2010, STILL APPLIES. 

  OTHER – See comments below. 
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THIS BILL 
 
Under the Personal Income Tax Law and the Bank and Corporation Tax Law, this bill would, for 
taxable years beginning on or after January 1, 2010: 
 

• Increase the credit for increasing qualified research expenses from 15 percent to  
20 percent, and 

• Increase the state’s AIC percentages to equal the federal percentages in effect as of  
January 1, 2007. 

 
TECHNICAL CONSIDERATIONS  
 
Technical amendments are provided to prevent chaptering out changes made by the recently 
enacted bill, SB 401 (Stats. 2010, Ch. 14).  
 
ECONOMIC IMPACT 
 
Revenue Discussion 
 
This bill would result in the following revenue losses:  
 

Estimated Revenue Impact of AB 2278  
As Amended April 14, 2010 

Operative For Taxable Years Beginning On or After January 1, 2010 
Enactment Assumed After June 30, 2010 

($ in Millions)  
 2010-11 2011-12 2012-13 2013-14 

Total revenue impact -$175 -$165 -$155 -$150 
 
This analysis does not consider the possible changes in employment, personal income, or gross 
state product that could result from this bill. 
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mailto:jahna.alvarado@ftb.ca.gov�
mailto:monica.trefz@ftb.ca.gov�
mailto:patrice.gau-johnson@ftb.ca.gov�


 

Page 1 of 6 
 

Anal yst  Jahna Al var ado 
Tel ephone # ( 916)  845- 5683 
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FRANCHI SE TAX BOARD’ S 
PROPOSED AMENDMENTS TO AB 2278 

AS AMENDED APRI L 14,  2010 
 

AMENDMENT 1 
 
 

  
  On page 4,  af t er  l i ne 15,  i nser t :  

 
SECTI ON 1. 5 Sect i on 17052. 12 of  t he Revenue and Taxat i on Code i s amended t o 
r ead:  
 
17052. 12.  For  each t axabl e year  begi nni ng on or  af t er  Januar y 1,  1987,  t her e 
shal l  be al l owed as a cr edi t  agai nst  t he " net  t ax"  ( as def i ned by Sect i on 
17039)  f or  t he t axabl e year  an amount  det er mi ned i n accor dance wi t h Sect i on 41 
of  t he I nt er nal  Revenue Code,  except  as f ol l ows:  
( a)  For  each t axabl e year  begi nni ng bef or e Januar y 1,  1997,  t he r ef er ence t o 
" 20 per cent "  i n Sect i on 41( a) ( 1)  of  t he I nt er nal  Revenue Code i s modi f i ed t o 
r ead " 8 per cent . "  
( b) ( 1)  For  each t axabl e year  begi nni ng on or  af t er  Januar y 1,  1997,  and bef or e 
Januar y 1,  1999,  t he r ef er ence t o " 20 per cent "  i n Sect i on 41( a) ( 1)  of  t he 
I nt er nal  Revenue Code i s modi f i ed t o r ead " 11 per cent . "  
( 2)  For  each t axabl e year  begi nni ng on or  af t er  Januar y 1,  1999,  and bef or e 
Januar y 1,  2000,  t he r ef er ence t o " 20 per cent "  i n Sect i on 41( a) ( 1)  of  t he 
I nt er nal  Revenue Code i s modi f i ed t o r ead " 12 per cent . "  
( 3)  For  each t axabl e year  begi nni ng on or  af t er  Januar y 1,  2000,  and bef or e 
Januar y 1,  2010,  t he r ef er ence t o " 20 per cent "  i n Sect i on 41( a) ( 1)  of  t he 
I nt er nal  Revenue Code i s modi f i ed t o r ead " 15 per cent . "  
( 4)  For  each t axabl e year  begi nni ng on or  af t er  Januar y 1,  2010,  t he r ef er ence 
t o “ 20 per cent ”  i n Sect i on 41( a) ( 1)  of  t he I nt er nal  Revenue Code shal l  appl y.    
( c)  Sect i on 41( a) ( 2)  of  t he I nt er nal  Revenue Code,  r el at i ng t o basi c r esear ch 
payment s,  shal l  not  appl y.  
( d)  " Qual i f i ed r esear ch"  shal l  i ncl ude onl y r esear ch conduct ed i n 
Cal i f or ni a.  
( e)  I n t he case wher e t he cr edi t  al l owed under  t hi s sect i on exceeds t he " net  
t ax, "  t he excess may be car r i ed over  t o r educe t he " net  t ax"  i n t he f ol l owi ng 
year ,  and succeedi ng year s i f  necessar y,  unt i l  t he cr edi t  has been exhaust ed.  
( f ) ( 1)  Wi t h r espect  t o any expense pai d or  i ncur r ed af t er  t he oper at i ve dat e 
of  Sect i on 6378,  Sect i on 41( b) ( 1)  of  t he I nt er nal  Revenue Code i s modi f i ed t o 
excl ude f r om t he def i ni t i on of  " qual i f i ed r esear ch expense"  any amount  pai d or  
i ncur r ed f or  t angi bl e per sonal  pr oper t y t hat  i s el i gi bl e f or  t he exempt i on 
f r om sal es or  use t ax pr ovi ded by Sect i on 6378.  
( 2)  For  each t axabl e year  begi nni ng on or  af t er  Januar y 1,  1998,  t he r ef er ence 
t o " Sect i on 501( a) "  i n Sect i on 41( b) ( 3) ( C)  of  t he I nt er nal  Revenue Code,  
r el at i ng t o cont r act  r esear ch expenses,  i s modi f i ed t o r ead " t hi s par t  or  Par t  
11 ( commenci ng wi t h Sect i on 23001) . "  
( g) ( 1)  For  each t axabl e year  begi nni ng on or  af t er  Januar y 1,  2000:  2000,  and 
bef or e Januar y 1,  2010:  



 
 

 

( A)  The r ef er ence t o “ 2. 65 " 3 per cent "  i n Sect i on 41( c) ( 4) ( A) ( i )  of  t he 
I nt er nal  Revenue Code i s modi f i ed t o r ead " one and f or t y- ni ne hundr edt hs of  
one per cent . "  
( B)  The r ef er ence t o “ 3. 2 " 4 per cent "  i n Sect i on 41( c) ( 4) ( A) ( i i )  of  t he 
I nt er nal  Revenue Code i s modi f i ed t o r ead " one and ni net y- ei ght  hundr edt hs of  
one per cent . "  
( C)  The r ef er ence t o “ 3. 75 " 5 per cent "  i n Sect i on 41( c) ( 4) ( A) ( i i i )  of  t he 
I nt er nal  Revenue Code i s modi f i ed t o r ead " t wo and f or t y- ei ght  hundr edt hs of  
one per cent . "  
( 2)  For  each t axabl e year  begi nni ng on or  af t er  Januar y 1,  2010,  Sect i on 
41( c) ( 4)  of  t he I nt er nal  Revenue Code,   r el at i ng t o el ect i on of  al t er nat i ve 
i ncr ement al  cr edi t ,  shal l  appl y.  
( 2)  
( 3) Sect i on 41( c) ( 4) ( B)  shal l  not  appl y and i n l i eu t her eof  an el ect i on under  
Sect i on 41( c) ( 4) ( A)  of  t he I nt er nal  Revenue Code may be made f or  any t axabl e 
year  of  t he t axpayer  begi nni ng on or  af t er  Januar y 1,  1998.  That  el ect i on 
shal l  appl y t o t he t axabl e year  f or  whi ch made and al l  succeedi ng t axabl e 
year s unl ess r evoked wi t h t he consent  of  t he Fr anchi se Tax Boar d.  
( 3)  
( 4)  Sect i on 41( c) ( 6) 41( c) ( 7)  of  t he I nt er nal  Revenue Code,  r el at i ng t o gr oss 
r ecei pt s,  i s modi f i ed t o t ake i nt o account  onl y t hose gr oss r ecei pt s f r om t he 
sal e of  pr oper t y hel d pr i mar i l y f or  sal e t o cust omer s i n t he or di nar y cour se 
of  t he t axpayer ' s t r ade or  busi ness t hat  i s del i ver ed or  shi pped t o a 
pur chaser  wi t hi n t hi s st at e,  r egar dl ess of  f . o. b.  poi nt  or  any ot her  condi t i on 
of  t he sal e.  
( 4)  
( 5)  Sect i on 41( c) ( 5)  of  t he I nt er nal  Revenue Code,  r el at i ng t o el ect i on of  
al t er nat i ve si mpl i f i ed cr edi t ,  shal l  not  appl y.  
( h)  Sect i on 41( h)  of  t he I nt er nal  Revenue Code,  r el at i ng t o t er mi nat i on,  shal l  
not  appl y.  
( i )  Sect i on 41( g)  of  t he I nt er nal  Revenue Code,  r el at i ng t o speci al  r ul e f or  
passt hr ough of  cr edi t ,  i s modi f i ed by each of  t he f ol l owi ng:  
( 1)  The l ast  sent ence shal l  not  appl y.  
( 2)  I f  t he amount  det er mi ned under  Sect i on 41( a)  of  t he I nt er nal  Revenue Code 
f or  any t axabl e year  exceeds t he l i mi t at i on of  Sect i on 41( g)  of  t he I nt er nal  
Revenue Code,  t hat  amount  may be car r i ed over  t o ot her  t axabl e year s under  t he 
r ul es of  subdi vi s i on ( e) ;  except  t hat  t he l i mi t at i on of  Sect i on 41( g)  of  t he 
I nt er nal  Revenue Code shal l  be t aken i nt o account  i n each subsequent  t axabl e 
year .  
( j )  Sect i on 41( a) ( 3)  of  t he I nt er nal  Revenue Code shal l  not  appl y.  
( k)  Sect i on 41( b) ( 3) ( D)  of  t he I nt er nal  Revenue Code,  r el at i ng t o amount s pai d 
t o el i gi bl e smal l  busi nesses,  uni ver si t i es,  and f eder al   l abor at or i es,  shal l  
not  appl y.  
( l )  Sect i on 41( f ) ( 6) ,  r el at i ng t o ener gy r esear ch consor t i um,  shal l  not  appl y.  
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AMENDMENT 2 
 
  On page 8,  af t er  l i ne 2,  i nser t :  
 
SEC.  2. 5.   Sect i on 23609 of  t he Revenue and Taxat i on Code i s amended t o r ead:  
 
23609.  For  each t axabl e year  begi nni ng on or  af t er  Januar y 1,  1987,  t her e 
shal l  be al l owed as a cr edi t  agai nst  t he " t ax"  ( as def i ned by Sect i on 23036)  
an amount  det er mi ned i n accor dance wi t h Sect i on 41 of  t he I nt er nal  Revenue 
Code,  except  as f ol l ows:  
( a)  For  each t axabl e year  begi nni ng bef or e Januar y 1,  1997,  bot h of  t he 
f ol l owi ng modi f i cat i ons shal l  appl y:  
( 1)  The r ef er ence t o " 20 per cent "  i n Sect i on 41( a) ( 1)  of  t he I nt er nal  Revenue 
Code i s modi f i ed t o r ead " 8 per cent . "  
( 2)  The r ef er ence t o " 20 per cent "  i n Sect i on 41( a) ( 2)  of  t he I nt er nal  Revenue 
Code i s modi f i ed t o r ead " 12 per cent . "  
( b) ( 1)  For  each t axabl e year  begi nni ng on or  af t er  Januar y 1,  1997,  and bef or e 
Januar y 1,  1999,  bot h of  t he f ol l owi ng modi f i cat i ons shal l  appl y:  
( A)  The r ef er ence t o " 20 per cent "  i n Sect i on 41( a) ( 1)  of  t he I nt er nal  Revenue 
Code i s modi f i ed t o r ead " 11 per cent . "  
( B)  The r ef er ence t o " 20 per cent "  i n Sect i on 41( a) ( 2)  of  t he I nt er nal  Revenue 
Code i s modi f i ed t o r ead " 24 per cent . "  
( 2)  For  each t axabl e year  begi nni ng on or  af t er  Januar y 1,  1999,  and bef or e 
Januar y 1,  2000,  bot h of  t he f ol l owi ng shal l  appl y:  
( A)  The r ef er ence t o " 20 per cent "  i n Sect i on 41( a) ( 1)  of  t he I nt er nal  Revenue 
Code i s modi f i ed t o r ead " 12 per cent . "  
( B)  The r ef er ence t o " 20 per cent "  i n Sect i on 41( a) ( 2)  of  t he I nt er nal  Revenue 
Code i s modi f i ed t o r ead " 24 per cent . "  
( 3)  For  each t axabl e year  begi nni ng on or  af t er  Januar y 1,  2000,  and bef or e 
Januar y 1,  2010,  bot h of  t he f ol l owi ng shal l  appl y:  
( A)  The r ef er ence t o " 20 per cent "  i n Sect i on 41( a) ( 1)  of  t he I nt er nal  Revenue 
Code i s modi f i ed t o r ead " 15 per cent . "  
( B)  The r ef er ence t o " 20 per cent "  i n Sect i on 41( a) ( 2)  of  t he I nt er nal  Revenue 
Code i s modi f i ed t o r ead " 24 per cent . "  
( 4)  For  each t axabl e year  begi nni ng on or  af t er  Januar y 1,  2010,  bot h of  t he 
f ol l owi ng shal l  appl y:  
( A)  The r ef er ence t o “ 20 per cent ”  i n Sect i on 41( a) ( 1)  of  t he I nt er nal  Revenue 
Code shal l  appl y.  
( B)  The r ef er ence t o “ 20 per cent ”  i n Sect i on 41( a) ( 2)  of  t he I nt er nal  Revenue 
Code i s modi f i ed t o r ead “ 24 per cent . ”  
( c) ( 1)  Wi t h r espect  t o any expense pai d or  i ncur r ed af t er  t he oper at i ve dat e 
of  Sect i on 6378,  Sect i on 41( b) ( 1)  of  t he I nt er nal  Revenue Code i s modi f i ed t o 
excl ude f r om t he def i ni t i on of  " qual i f i ed r esear ch expense"  any amount  pai d or  
i ncur r ed f or  t angi bl e per sonal  pr oper t y t hat  i s el i gi bl e f or  t he exempt i on 
f r om sal es or  use t ax pr ovi ded by Sect i on 6378.  
( 2)  " Qual i f i ed r esear ch"  and " basi c r esear ch"  shal l  i ncl ude onl y r esear ch 
conduct ed i n Cal i f or ni a.  
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( d)  The pr ovi s i ons of  Sect i on 41( e) ( 7) ( A)  of  t he I nt er nal  Revenue Code,  shal l  
be modi f i ed so t hat  " basi c r esear ch, "  f or  pur poses of  t hi s sect i on,  i ncl udes 
any basi c or  appl i ed r esear ch i ncl udi ng sci ent i f i c i nqui r y or  or i gi nal  
i nvest i gat i on f or  t he advancement  of  sci ent i f i c or  engi neer i ng knowl edge or  
t he i mpr oved ef f ect i veness of  commer ci al  pr oduct s,  except  t hat  t he t er m does 
not  i ncl ude any of  t he f ol l owi ng:  
 
( 1)  Basi c r esear ch conduct ed out si de Cal i f or ni a.  
( 2)  Basi c r esear ch i n t he soci al  sci ences,  ar t s,  or  humani t i es.  
( 3)  Basi c r esear ch f or  t he pur pose of  i mpr ovi ng a commer ci al  pr oduct  i f  t he 
i mpr ovement s r el at e t o st y l e,  t ast e,  cosmet i c,  or  seasonal  desi gn f act or s.  
( 4)  Any expendi t ur e pai d or  i ncur r ed f or  t he pur pose of  ascer t ai ni ng t he 
exi st ence,  l ocat i on,  ext ent ,  or  qual i t y of  any deposi t  of  or e or  ot her  mi ner al  
( i ncl udi ng oi l  and gas) .  
( e) ( 1)  I n t he case of  a t axpayer  engaged i n any bi ophar maceut i cal  r esear ch 
act i v i t i es t hat  ar e descr i bed i n codes 2833 t o 2836,  i ncl usi ve,  or  any 
r esear ch act i v i t i es t hat  ar e descr i bed i n codes 3826,  3829,  or  3841 t o 3845,  
i ncl usi ve,  of  t he St andar d I ndust r i al  
Cl assi f i cat i on ( SI C)  Manual  publ i shed by t he Uni t ed St at es Of f i ce of  
Management  and Budget ,  1987 edi t i on,  or  any ot her  bi ot echnol ogy r esear ch and 
devel opment  act i v i t i es,  t he pr ovi s i ons of  Sect i on 41( e) ( 6)  of  t he I nt er nal  
Revenue Code shal l  be modi f i ed t o i ncl ude bot h of  t he f ol l owi ng:  
( A)  A qual i f i ed or gani zat i on as descr i bed i n Sect i on 170( b) ( 1) ( A) ( i i i )  of  t he 
I nt er nal  Revenue Code and owned by an i nst i t ut i on of  hi gher  educat i on as 
descr i bed i n Sect i on 3304( f )  of  t he I nt er nal  Revenue Code.  
( B)  A char i t abl e r esear ch hospi t al  owned by an or gani zat i on t hat  i s descr i bed 
i n Sect i on 501( c) ( 3)  of  t he I nt er nal  Revenue Code,  i s exempt  f r om t axat i on 
under  Sect i on 501( a)  of  t he I nt er nal  Revenue Code,  i s not  a pr i vat e 
f oundat i on,  i s desi gnat ed a " speci al i zed l abor at or y cancer  cent er , "  and has 
r ecei ved Cl i ni cal  Cancer  Resear ch Cent er  st at us f r om t he Nat i onal  Cancer  
I nst i t ut e.  
( 2)  For  pur poses of  t hi s subdi vi s i on:  
( A)  " Bi ophar maceut i cal  r esear ch act i v i t i es"  means t hose act i v i t i es t hat  use 
or gani sms or  mat er i al s der i ved f r om or gani sms,  and t hei r  cel l ul ar ,  
subcel l ul ar ,  or  mol ecul ar  component s,  i n or der  t o pr ovi de phar maceut i cal  
pr oduct s f or  human or  ani mal  t her apeut i cs and di agnost i cs.  Bi ophar maceut i cal  
act i v i t i es make use of  l i v i ng or gani sms t o make commer ci al  pr oduct s,  as 
opposed t o phar maceut i cal  act i v i t i es t hat  make use of  chemi cal  compounds t o 
pr oduce commer ci al  pr oduct s.  
( B)  " Ot her  bi ot echnol ogy r esear ch and devel opment  act i v i t i es"  means r esear ch 
and devel opment  act i v i t i es consi st i ng of  t he appl i cat i on of  r ecombi nant  DNA 
t echnol ogy t o pr oduce commer ci al  pr oduct s,  as wel l  as r esear ch and devel opment  
act i v i t i es r egar di ng phar maceut i cal  del i ver y syst ems desi gned t o pr ovi de a 
measur e of  cont r ol  over  t he r at e,  dur at i on,  and si t e of  phar maceut i cal  
del i ver y.  
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( f )  I n t he case wher e t he cr edi t  al l owed by t hi s sect i on exceeds t he " t ax, "  
t he excess may be car r i ed over  t o r educe t he " t ax"  i n t he f ol l owi ng year ,  and 
succeedi ng year s i f  necessar y,  unt i l  t he cr edi t  has been exhaust ed.  
( g)  For  each t axabl e year  begi nni ng on or  af t er  Januar y 1,  1998,  t he r ef er ence 
t o " Sect i on 501( a) "  i n Sect i on 41( b) ( 3) ( C)  of  t he I nt er nal  Revenue Code,  
r el at i ng t o cont r act  r esear ch expenses,  i s modi f i ed t o r ead " t hi s par t  or  Par t  
10 ( commenci ng wi t h Sect i on 17001) . "  
( h) ( 1)  For  each t axabl e year  begi nni ng on or  af t er  Januar y 1,  2000: 2000,  and 
bef or e Januar y 1,  2010:  
( A)  The r ef er ence t o “ 2. 65 " 3 per cent "  i n Sect i on 41( c) ( 4) ( A) ( i )  of  t he 
I nt er nal  Revenue Code i s modi f i ed t o r ead " one and f or t y- ni ne hundr edt hs of  
one per cent . "  
( B)  The r ef er ence t o “ 3. 2 " 4 per cent "  i n Sect i on 41( c) ( 4) ( A) ( i i )  of  t he 
I nt er nal  Revenue Code i s modi f i ed t o r ead " one and ni net y- ei ght  hundr edt hs of  
one per cent . "  
( C)  The r ef er ence t o “ 3. 75 " 5 per cent "  i n Sect i on 41( c) ( 4) ( A) ( i i i )  of  t he 
I nt er nal  Revenue Code i s modi f i ed t o r ead " t wo and f or t y- ei ght  hundr edt hs of  
one per cent . "  
( 2)  For  each t axabl e year  begi nni ng on or  af t er  Januar y 1,  2010,  Sect i on 
41( c) ( 4)  of  t he I nt er nal  Revenue Code,   r el at i ng t o el ect i on of  al t er nat i ve 
i ncr ement al  cr edi t ,  shal l  appl y.  
( 2)   
( 3)  Sect i on 41( c) ( 4) ( B)  shal l  not  appl y and i n l i eu t her eof  an el ect i on under  
Sect i on 41( c) ( 4) ( A)  of  t he I nt er nal  Revenue Code may be made f or  any t axabl e 
year  of  t he t axpayer  begi nni ng on or  af t er  Januar y 1,  1998.  That  el ect i on 
shal l  appl y t o t he t axabl e year  f or  whi ch made and al l  succeedi ng t axabl e 
year s unl ess r evoked wi t h t he consent  of  t he Fr anchi se Tax Boar d.  
( 3)   
( 4)  Sect i on 41( c) ( 6) 41( c) ( 7)  of  t he I nt er nal  Revenue Code,  r el at i ng t o gr oss 
r ecei pt s,  i s modi f i ed t o t ake i nt o account  onl y t hose gr oss r ecei pt s f r om t he 
sal e of  pr oper t y hel d pr i mar i l y f or  sal e t o cust omer s i n t he or di nar y cour se 
of  t he t axpayer ' s t r ade or  busi ness t hat  i s del i ver ed or  shi pped t o a 
pur chaser  wi t hi n t hi s st at e,  r egar dl ess of  f . o. b.  poi nt  or  any ot her  condi t i on 
of  t he sal e.  
( 4)  
( 5)  Sect i on 41( c) ( 5)  of  t he I nt er nal  Revenue Code,  r el at i ng t o el ect i on of  t he 
al t er nat i ve si mpl i f i ed cr edi t ,  shal l  not  appl y.  
( i )  Sect i on 41( h)  of  t he I nt er nal  Revenue Code,  r el at i ng t o t er mi nat i on,  shal l  
not  appl y.  
( j )  Sect i on 41( g)  of  t he I nt er nal  Revenue Code,  r el at i ng t o speci al  r ul e f or  
passt hr ough of  cr edi t ,  i s modi f i ed by each of  t he f ol l owi ng:  
( 1)  The l ast  sent ence shal l  not  appl y.  
( 2)  I f  t he amount  det er mi ned under  Sect i on 41( a)  of  t he I nt er nal  Revenue Code 
f or  any t axabl e year  exceeds t he l i mi t at i on of  Sect i on 41( g)  of  t he I nt er nal  
Revenue Code,  t hat  amount  may be car r i ed over  t o ot her  t axabl e year s under  t he 
r ul es of  subdi vi s i on ( f ) ,  except  t hat  t he l i mi t at i on of  Sect i on 41( g)  of  t he 
I nt er nal  Revenue Code shal l  be t aken i nt o account  i n each subsequent  t axabl e 
year .  
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( k)  Sect i on 41( a) ( 3)  of  t he I nt er nal  Revenue Code shal l  not  appl y.  
( l )  Sect i on 41( b) ( 3) ( D)  of  t he I nt er nal  Revenue Code,  r el at i ng t o amount s pai d 
t o el i gi bl e smal l  busi nesses,  uni ver si t i es,  and f eder al  l abor at or i es,  shal l  
not  appl y.  
( m)  Sect i on 41( f ) ( 6)  of  t he I nt er nal  Revenue Code,  r el at i ng t o ener gy r esear ch 
consor t i um,  shal l  not  appl y.  
 
 
SEC.  2. 6.  Sect i on 1 and sect i on 2 of  t hi s bi l l  shal l  be oper at i ve f or  t axabl e 
year s begi nni ng on or  af t er  Januar y 1,  2010,  and bef or e Januar y 1,  2011,  and 
ar e r epeal ed as of  Januar y 1,  2011.   Sect i on 1. 5 and sect i on 2. 5 of  t hi s bi l l  
shal l  become oper at i ve as of  Januar y 1,  2011.   
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