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ECONOMIC DEVELOPMENT ACT OF 2005

Guiding Principle

It is the proper role of Congress to respond to the Sixth Circuit Court of Appeals
by (1) affirming that states have the authority to use tax incentives to foster
economic development and (2) providing certainty to states and to taxpayers as
to those tax incentives that are consistent with the free trade principles of the
Commerce Clause.

The Problem

In order to encourage DaimlerChrysler Corporation to expand its Jeep
manufacturing plant, the State of Ohio, City of Toledo and the local school
districts provided a package of investment tax incentives that was relied upon by
DaimlerChrysler in its decision to invest $1.2 billion and create 5,000 new jobs.

On September 2, 2004, the U.S. Court of Appeals for the Sixth Circuit, in Cuno v.
DaimlerChrysler, ruled that Ohio’s Investment Tax Credit ran afoul of the
Commerce Clause of the U.S. Constitution by discriminating against interstate
economic activity. The Cuno court agreed with the plaintiff's argument that the
investment credit resulted in differential tax treatment between an Ohio business
that expands within the state and an Ohio business that expands out of state.
This differential, it reasoned, imposes a greater burden on economic activity that
occurs outside the state and, therefore, violates the nondiscrimination prong of
the Commerce Clause.

Although the decision is limited to the states in the 6" Circuit (Kentucky,
Michigan, Ohio and Tennessee), the ruling has spawned nationwide concern
because it substantially blurs the line between tax activity that is consistent with
the free trade principle of the Commerce Clause versus impermissible,
discriminatory tax treatment. Should other courts follow the broad legal analysis
applied in Cuno, thousands of tax incentives could be struck down. The Cuno
ruling and its potential impact have created tremendous uncertainty for states
looking to promote economic development within their borders and for
businesses trying to make investment and hiring decisions.

Unless Congress exercises its Commerce Clause powers the Cuno decision is
certain to be used to challenge long-standing incentive programs in other states.
Similar challenges to tax incentives are pending in Minnesota and Wisconsin and
suits are expected to be filed soon in Nebraska and North Carolina. By enacting
the Economic Development Act of 2005, Congress can save states and
taxpayers from the needless waste of resources required by endless litigation.

The Solution — The Economic Development Act of 2005

The Economic Development Act of 2005 responds to the concerns of governors,
state and local elected officials, and businesses by affirming that states can



Economic Development Act of 2005

continue to offer tax incentives for economic development purposes and
providing that businesses can rely on those enacted state laws when making
their investment decisions.

What the Act “Does” and “Does Not” Change

The Economic Development Act does:

>

Affirm that a State (including its subdivisions, the District of Columbia, and
any territory or possession of the United States) has the authority to provide
tax incentives for economic development purposes. This grant of authority is
limited in scope to ensure that existing U.S. Supreme Court decisions
regarding unconstitutional discrimination are preserved.

Make clear that tax incentives not explicitly authorized by this Act shall
continue to be subiject to judicial review.

The Economic Development Act does nhot:

>

Require a State to offer tax incentives, nor does it endorse or condemn the
use of tax incentives. The Act affirms that the States are in the best position
to evaluate these issues based on the needs of their citizens.

Prohibit any tax incentive. Incentives falling outside of the scope of this
Congressional authorization are subject to judicial review under the
Commerce Clause, as is the case today.

Prohibit a State from enacting more stringent limitations regarding the use of
tax incentives within their political borders.

Supersede other Federal statutes that protect taxpayers engaged in specified
businesses from select State taxing provisions, e.g., Federal statutes that
prohibit state tax discrimination against railroads, out-of state purchases of
electricity, national banks, federal savings and loan associations, air carriers,
and motor carriers.

It is the proper role of Congress to respond to the Sixth Circuit Court of

Appeals and provide certainty by adopting the Economic Development Act

of 2005.



The Economic Development Act of 2005: Questions & Answers

Is my state tax incentive protected under this Act?

Is the state *“tax incentive” provided for “economic development purposes”?

e The definitions of “tax incentive” and “economic development purposes” were
written broadly so that most, if not all, state tax incentives fall under the
Congressional grant of authority to states to provide tax incentives (Sec. 2. of the
Act). The scope of that grant of authority is limited, however, to ensure that existing
U.S. Supreme Court precedents regarding unconstitutional discrimination are
preserved (Sec. 3 of the Act).

e If your state tax incentive falls within the definition of a “tax incentive” for
“economic development purposes”, and it falls outside of the scope of the limitations
in Sec. 3 of the Act, then your state tax incentive is protected under this Act.

e If your state tax incentive falls within the scope of one or more of the limitations in
Sec. 3 of this act, then your state tax incentive is not protected by this Act. That does
not mean, however, that your state tax incentive is prohibited by this Act. (Please see
Question #2.)

Does the tax incentive run afoul of any of the limitations under Section 3?

e For example, Ohio’s Investment Tax Credit (ITC) which was at issue in the Cuno
case, and is one of the most common types of tax incentives in the states, does not
fall within the scope of any of the limitations in Sec. 3 of this Act. Therefore, the
Ohio ITC is protected by this Act.

Does the Act prohibit any tax incentives? |

e No, the Act does not prohibit any tax incentive. If a tax incentive is not protected
under this Act (i.e., it has eligibility requirements that fall within the scope of the
limitations in Sec. 3), then the tax incentive will stand or fall based on the U.S.
Supreme Court’s interpretation of the Commerce Clause.

e For example, suppose state imposed a sales tax of 5% on TVs purchased in the state,
but applied an 8% use tax* on the same TVs purchased out-of-state and brought into
the state, and justified the lower sales tax as a “tax incentive” for “economic
development purposes”. This “tax incentive” would fall within the limitation in Sec. 3
(5) and thus would not be protected by the Act. Any challenge to this tax incentive
would be based on the U.S. Supreme Court’s traditional Commerce Clause
jurisprudence.

! Use tax is the counter part to the state sales tax for items purchased out of state.



Draft as of 4/22/2005

The Honorable George Voinovich
United States Senate
Washington D.C. 20510

Dear Senator VVoinovich:

April X, 2005

DRAFT

The undersigned companies and organizations endorse the “Economic Development Tax Act of 2005”
and applaud you for your leadership on this important issue.

As you know, on September 2, 2004, the U.S. Court of Appeals for the Sixth Circuit, in Cuno v.
DaimlerChrysler, struck down Ohio’s Investment Tax Credit as discriminating against interstate
commerce. This ruling has created uncertainty nationwide by opening the door to additional lawsuits
targeting economic development incentives in almost every State. States that have looked to such
incentives to encourage their economic growth and businesses that have reasonably relied upon such
incentives in their investment decisions are now taking a second look. The inevitable result will be
less future investment and lower U.S. economic growth until this issue is resolved.

Congress has the power to affirm States’ right to use tax incentives to increase and enhance economic
development within their borders and the Economic Development Act of 2005 does just that. Your
bill strikes the right balance between States' tax rights and long-established court protections against

truly discriminatory practices.

The business community looks forward to working with you to enact this important economic
development legislation that restores certainty to States and taxpayers by affirming States’ ability to
design their own tax systems for encouraging economic growth here in the United States.

Alcoa

Altria

Associated Industries of Massachusetts
Associated Oregon Industries, Inc.
Association of Commerce & Industry of
New Mexico (ACI)

AMT - The Association for Manufacturing
Technology

Bristol-Myers Squibb Company

The California Manufacturers & Technology
Association

Colorado Association of Commerce &
Industry

CommScope

ConocoPhillips

Council On State Taxation
DaimlerChrysler

Eastman Kodak

EDS

Sincerely,

Emerson

The Employers' Association

E.l. du Pont de Nemours and Company
Ford Motor Company

General Electric Company

Illinois Chamber of Commerce
Industrial Fasteners Institute (IFI)
lowa Taxpayers Association

Jackson Area Manufacturers Association
Johnson & Johnson

Kansas Chamber of Commerce
Lockheed Martin

Maryland Chamber of Commerce
Metal Treating Institute

Michigan Chamber of Commerce
Michigan Manufacturers Association
Microsoft Corp.

Mississippi Manufacturers Association
Montana Chamber of Commerce



The Honorable George Voinovich

National Association of Manufacturers
National Paint and Coatings Association
Nebraska Chamber of Commerce &
Industry

Nissan North America

North Carolina Citizens for Business and
Industry

Ohio Chamber of Commerce

Ohio Manufacturers Association

Ohio Taxpayers Association

Oklahoma State Chamber of Commerce &
Industry

Pennsylvania Chamber of Business &
Industry

Pfizer Inc.

Randolph Economic Development Corp.
Reynolds American Inc.

Software Finance and Tax Executives
Council

Specialty Equipment Market Association
(SEMA)

Taxpayers’ Federation of Illinois

Time Warner

Union Pacific Railroad

United Technologies Corporation

Utah Manufacturers Association
Verizon Wireless

West Virginia Manufacturers Association
West Virginia Business and Industry
Council



Talking Points

In Support of the Economic Development Act:

1)

2)

3)

4)

The Congress is not debating whether incentives do or do not work. The question is whether the
Congress should affirm the authority of the States, and not the federal courts, that set state tax policy.

Regardless of whether one supports or opposes state tax incentives, any debate regarding them is
properly held in State Legislatures.

Sen. Voinovich’s legislation affirms that State Legislatures have the authority to provide tax
incentives like that provided in Ohio, should a state legislature so choose.

Sen. Voinovich’s legislation would not require any State to offer any tax incentive, nor would it
prohibit any state from offering any tax incentive. It would merely say to the States (and the courts)
that the States have the authority to provide tax incentives.

Why Congress:

1)

2)

3)

The U.S. Constitution reserves exclusively for Congress the power to regulate interstate commerce.
The courts act only in instances where Congress has not spoken. It is not reasonable to ask that
Congress defer to the courts on an issue squarely within the Congress’ purview.

In cases decided on Commerce Clause grounds, the U.S. Supreme Court has previously explicitly
asked Congress to intervene and provide guidance for States, taxpayers and the courts (see Quill
regarding sales tax nexus standards).

Why should Congress intervene unless/until the U.S. Supreme Court acts on Cuno? By historical
standards, it is very unlikely that the Court will hear the case. Even if it does, a decision is unlikely
to be issued until Spring 2006 or later. In the meantime, suits have been filed in other states (MN,
WI1) —and are expected in more (NE, NC, OK) — that are based, in part, upon the rationale used in
Cuno. By asking that Congress not act until after the U.S. Supreme Court does, requires states to
defend themselves in state courts against federal constitutional claims that could readily be disposed
by Congress.



Appendix A

Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
Investment Tax Credit
Alabama Capital Tax Credit
X
NEW: State Industrial
Al a Development Authority Credits
X
NEW: Limited Investment Tax
Alaska Credit (1990) (Pre-1990)
X
Arizona Alternative Fuel Vehicles and
Equipment Tax Credits (1994-1998)
X
. Agricultural Water Conservation
Arizona
System
X
Arizona Building Construction Materials
Credit
X
. Environmental Technology
Arizona Facilities Creciit
X
Alternative Fuel Vehicles and
Arizona Equipment Tax Credits (1999 and
thereafter)
X
Ariz Correctional Facilities Investment
ona Tax Credit
X
Arizona Recycling Equipment Tax Credit
X
Arizona Pollution Control Equipment Credit
X
MINIMAL OPPORTUNITY -
Arizona Agricultura Pollution Control
Equipment Credit X
Arizona MINIMAL OPPORTUNITY -
Energy Tax Credits
X

© 2005 Ernst Young LLP. 2



Appendix A

Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
Economic Development Incentives
Arkansas .
Credit
X X
Sales and Use Tax Refund (Tax
Arkansas
Back)
X
Sales and Use Tax Credit or
Arkansas Retention Tax Credit (formerly
InvestArk or MIC) X
Ark Investment/Income Tax Credit
(ArkPlus)
Arkansas Industrial Revenue Bonds
Ark Sales and Use Tax Refund fo
Targeted Businesses
X
California Manufacturers Investment Tax
Credit
Colorado Investment Tax Credit
X
. New or Renovated Manufacturing
Connecticut Facilities Credit
X X
. Machinery & Equipment
Connecticut Expenditures Credit
X X
Connecticut Fixed Capital Investment Credit
X X
. MINIMAL OPPORTUNITY -
Connecticut New Manufacturing Facilities Credit
X X
Delaware New or Expanded Business Credit
X
MINIMAL OPPORTUNITY -
Delaware New Business Facility Credits (On
or Before July 23, 1997) X
© 2005 Ernst Young LLP. 3




Appendix A

Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
Georgia Optional Investment Tax Credit
Georgia Investment Tax Credit
X
Hawaii Capital Goods Excise Tax Credit
X
Idaho Investment Tax Credit
X
linois Replacement Tax Investment Tax
Credit
X
llinois EDGE Tax Credit
X
Illincis High Impact Business Credit
X
Economic Development for a
Indiana Growing Economy Tax Credit
("EDGE Jobs Credit") X
Indiana Hoosier Business Investment Tax
Credit
Kansas Machinery & Equipment Credit
X
K Business & Job Development
Credit
X
Kansas Swine Facilities Credit
X
Kansas Telecommunications Credit
X
Louisiana Recycling Equipment Tax Credit
X X
© 2005 Ernst Young LLP. 4




Appendix A

Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
MINIMAL OPPORTUNITY -
Louisiana Louisiana Capital Investment Tax
Credit
X
) Machinery and Equipment
Maine Investment Tax Credit
X
. High Technology Investment Tax
Maine Credit
X
Maine Jobs & Investment Tax Credit
X
One Maryland Economic
Maryland Development Tax Credit
X
MINIMAL OPPORTUNITY -
Maryland Telecommunications Credit
X
Massachusetts Investment Tax Credit
X X
Michigan Investment Tax Credit
Michigan MEGA Credit
. Job Opportunity Building Zone
Minnesota (JOBZ) Credits
X X X
Missouri New or Expanded Business
Facility Credit
Missouri MINIMAL OPPORTUNITY -
Infrastructure Facilities L oans Credit
X
Montana Recycling Credit
X
Montana New or Expanded Industry Credit
X
© 2005 Ernst Young LLP. 5




Appendix A

Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
Montana Infrastructure L oan Credit
X
Employment and Investment
Nebraska Growth Act Credit
X
New Jersey Urban Enterprise Zone Credit
X
High Technology Business
New Jersey Investment Tax Credit
X
Manufacturing Equipment and
New Jersey Employment Investment Tax Credit
. Enterprise Zone Building
New Mexico Rehabilitation Credit
X
New Mexico Technology Tax Credits
Economic Development Investment
New Y ork Tex Creit
X X
New York Eligible Business Facility Credit
X X
New York Investment Tax Credit
X X
New Y ork MINIMAL OPPORTUNITY -
Credit for Purchasing Defibrillators
X X
New Y ork MINIMAL OPPORTUNITY -
Retail Enterprise Tax Credit
X X
Credit For Sales And Use Tax Paid
New York City On Electricity Used In
Manufacturing
North Carolina MINIMAL OPPORTUNITY -
Business Property Tax Credit
X X

© 2005 Ernst Young LLP. 6



Appendix A

State

Program Title

Income/
Franchise

Sales & Use

Property

Net-Worth

Premium

North Carolina

MINIMAL OPPORTUNITY -
Construction Credit for Homes for

Handicapped

North Carolina

MINIMAL OPPORTUNITY -
Peat Facility Construction Credit

North Carolina

MINIMAL OPPORTUNITY -
Photovoltaic Equipment Facilities
Credit

North Carolina

MINIMAL OPPORTUNITY -
Power Plants Credit

North Carolina

MINIMAL OPPORTUNITY -
Poultry Facilities Credit

North Carolina

MINIMAL OPPORTUNITY -
Recycling Facilities Credit

North Carolina

MINIMAL OPPORTUNITY -
Recycling Reinvestment Credit

North Carolina

MINIMAL OPPORTUNITY -
Credit for Property Taxes Paid on
Farm Machinery by an"S
Corporation”

North Carolina

MINIMAL OPPORTUNITY -
Credit for Investing in Machinery
and Equipment

North Carolina

MINIMAL OPPORTUNITY -
Credit for Technology
Commercidization

North Carolina

Credit for Substantial Investment in
Other Property

North Dakota

Sales Tax Exemptions

Ohio

Manufacturers Investment Tax
Credit

Ohio

MINIMAL OPPORTUNITY -«
Manufacturing Machinery and
Equipment ITC (Original 20%

Credit)

© 2005 Ernst Young LLP.




Appendix A

Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
MINIMAL OPPORTUNITY -«
Ohio Manufacturing Machinery or
Equipment ITC (Alternative 20%
Credit) X X
MINIMAL OPPORTUNITY -
Ohio Manufacturing Property Tax Credit
(Prior Law)
X X
Advanced Small Wind Turbine
Oklahoma Manufacturers
X
Credit for Investment in
Agricultural Processing
Oklahoma Cooperatives, Ventures, and
Marketing Associations X
Oklahoma Manufacturer's Gas Credit
X
Oklahoma Investment/New Jobs Credits
X
MINIMAL OPPORTUNITY -
Oklahoma Enterprise Zone Job and Investment
Credits
X
Oklahoma Credit for Eleptr!0|ty Prqduced by
Zero-Emission Facility
X
Oklahoma Ad Valorem Tax Exemption
X
Refund of Sales Tax Paid on
Oklahoma Construction Materials
X
Oregon Fish Protective Devices Credit
X
Oregon Alternative Fueling Station Credit
X
Oregon Pollution Control Facility Credit
X
Oregon Business Energy Tax Credit
X
© 2005 Ernst Young LLP. 8




Appendix A

Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
Oregon MINIMAL OPPORTUNITY -
g Fish Habitat Crediit
X
Oregon MINIMAL OPPORTUNITY -
9 Non-Urban Enterprise Zones Credit
} Enterprise Zone - Neighborhood
Pennsylvania assistance credit for investment
X X
Rhode Island Investment Tax Credit
X
MINIMAL OPPORTUNITY -
Rhode Island Hydroelectric Power Generating
Facility Credit
X
MINIMAL OPPORTUNITY -
Rhode Island Industrial Mill Building Interest Tax
Credit
X
. Infrastructure Contribution or
South Carolina Improvement Credit
X
MINIMAL OPPORTUNITY -
South Carolina « Economic Impact Zone Investment
Credit
X
MINIMAL OPPORTUNITY -
South Carolina « Tire Manufacturer's Development
Credits (1999 and Thereafter)
South Dakota Energy Systems or Facilities Credit
X
South Dakota QUEST Credit
Ten Enterprise Zone Investment Credit
(Repealed)
Tennessee Industrial Machinery Tax Credit
X
Ten MINIMAL OPPORTUNITY -
* Industrial Machinery Tax Credit
X
© 2005 Ernst Young LLP. 9




Appendix A

Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
MINIMAL OPPORTUNITY -
Tennessee Medical Supplies and Equipment
Credit
X X
Texas Credit For Sales Tax Paid On
Manufacturing Property (Expired)
X X
Tax Refund for Economic
Texas
Development
X X
Enterprise Zone Capital Investment
Texas Tex Credit
X
Strategic Investment Area Capital
Texas Investment Tax Credit
X
Utah Energy Systems Credit
X
Utah Recycling Market Development
Zone Credits
X
Utah Clean Fuel Vehicle Tax Credit
X
MINIMAL OPPORTUNITY -
Utah Research Tax Credit for Machinery
and Equipment
X
N Enterprise Zone Real Property Tax
Virginia Investment Credit
X X
o Credit for Recyclable Materids
Virginia Processing Equipment
X
Washington Cogeneration Facility Credit
X
o Tax Credit for New Steel
Wet Virginia Manufacturing Operations
X X
N Credit for Industrial Expansion and
West Virginia Industrial Utilization
X

© 2005 Ernst Young LLP. 10



Appendix A

Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
S Business Investment and Jobs
Wet Virginia Expansion Super Tax Credit
X X
West Virginia Agricultural Equipment Tax Credit
X
West Virginia Economic Opportunity Tax Credit
o Manufacturing Investment Tax
West Virginia Credit
) . Community Development Zone
Wisconsin Investment Credit
X
Wisconsin Manufacturers Sales Tax Credit
X
Wisconsin Development Zones Credit
X
) . Community Development Zone
Wisconsin Sales Tax Credit
X
) . Community Development Zone
Wisconsin L ocation Credit
X
Wisconsin Technology Zones Credit
X
Wisconsin Manufacturing Investment Credit
X
© 2005 Ernst Young LLP. 11




Appendix A

Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
Resear ch and Development
Income/
State Program Title Franchise Sales& Use| Property Net-Worth Premium
Arizona Research & Development Credit
X
MINIMAL OPPORTUNITY -
Arizona Credit for Research Expenses (2001
and Thereafter)
X
Research and Development Income
Arkansas Tax Credit - Research and
Development with Universities X
Ark Research and Development Income
Tax Credit - In House Research
X
Research and Development Income
Arkansas Tax Credit - In House Research by a
Targeted Business X
Research and Development Income
Arkansas Tax Credit - Research Area of
Strategic Value
X
Cadlifornia Research & Development Credit
X
California MINIMAL OPPORTUNITY -
Clinical Testing Expenses Credit
X
Research and Development Credit
Connecticut for Grants to Institutions of Higher
Education
X X
Connecticut Research & Develppment Expense
Credit
X X
. Credit For Incremental Increases In
Connecticut Research & Development Expenses
X X
MINIMAL OPPORTUNITY -
Connecticut * Small Business R&D Credit
Exchange
X X
© 2005 Ernst Young LLP. 12




Appendix A

Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
Delaware Research and Development Credit
X
Georgia Research & Development Credit
X
Illinois Research & Development Credit
X
Indiana Research Expense Credit
lowa New Jobs And Income Program
Research Credit
X
lowa MINIMAL OPPORTUNITY -
Research Activities Credit
X
Kansas Research & Development Credit
X
MINIMAL OPPORTUNITY -
Louisana Credit for Biomedical Research and
Development Park
X X
MINIMAL OPPORTUNITY -
Louisana Credit for University-Affiliated
Research and Development Park X X
) Research and Development Super
Maine Tex Creit
X
Maine Research Expense Tax Credit
X
Research and Development Tax
Maryland Creciit
X
Michigan High Technology Credit
Minnesota Research & Development Tax
Credit
X
© 2005 Ernst Young LLP. 13




Appendix A

Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
Mississipoi Research & Development Jobs
PP Skills Credit
X
Missouri Research & Development Credit
X
Montana MINIMAL OPPORTUNITY -
Qualified Research Expense Credit
X
New Jersey Research & Development Credit
X
North Carolina Research & Development Credit
X X
North Dakota Research & Development Credit
X
Ohio Edison Center Credit for Research
and Development Investors
X X
Ohio Credit for Qualified Research
Expense
Credit For Borrower's Qualified
Ohio Research and Development Loan
Payments
Credit for New Jobs in Compuiter,
Oklahoma Research and Devel opment
Businesses
X
Oklahoma Ad Valorem Tax Exemption
X
Oregon Research & Development Credit
X
Oregon MINIMAL OPPORTUNITY -
€9 * Research Tax Credit
X
Pennsylvania Research & Development Credit
X X

© 2005 Ernst Young LLP. 14



Appendix A

Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
Research & Development Credit
Rhode Island (Pro, and Ex )
X
MINIMAL OPPORTUNITY -
Rhodelsland Research Expense Credit
X
South Carolina Research and Development Credit
Texas Research and Development Credit
X
Utah Research & Development Credit
X
MINIMAL OPPORTUNITY -
Utah Research Tax Credit for Machinery
and Equipment
X
Research & Development Tax
Vermont Credit
X
Washington High Technology Tax Credit
X
MINIMAL OPPORTUNITY -
West Virginia High Tech 2000 Research Zone Tax
Credits
X X
MINIMAL OPPORTUNITY -
West Virginia Neighborhood Investment Program
Credit
X X
o Strategic Research and
Wet Virginia Development Tax Credit
X X
Wisconsin Research Facilities Credit
X
Wisconsin Research Credit
X
) . Community Development Zone
Wisconsin Research Creii
X
© 2005 Ernst Young LLP. 15




Appendix A

Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
Employee Training Credit
Enterprise Zone Training Tax
Alabama Credit (Pre-1990)
X X
Existing Workforce Training
Arkansas Program (EWTP)
X
Tuition Reimbursement Program
Arkansas Credit
X
Ark Business and Industry Training
Program
Colorado School-to-Career Investment Credit
X
Colorado Enterprise Zone Training Credit
X
Connecticut Apprenticeship Training Tax Credit
X X
Connecticut Human Capital Investment Credit
X X
Connecticut Employee Training Credit
X X
MINIMAL OPPORTUNITY -
Connecticut Apprenticeship Training Tax Credits
(Before 1997)
X X
. MINIMAL OPPORTUNITY -
Connecticut Work Education Credit
X X
. : QHTC - Retraining costs for
Dist of Columbia qualified disadvantaged employees
X
Dist of Columbia QHTC - Employment Relocation
Cost
X

© 2005 Ernst Young LLP.
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Appendix A

Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
Georgia Adult Basic Skill Education Credit
X
Georgia Retraining Tax Credit
X
Illinois Training Expense Credit
X
Illinois Y outh VVocational Program Credit
X
MINIMAL OPPORTUNITY -
lowa Career Education Training Program
Job Credits from Withholding X
K High Performance Incentive
Program (HPIP) Credit
X
Skills Training Investment Tax
Kentucky Credit
X
Louisana Neighborhood Assistance Tax
Credit
X
Louisana Basic Skills Training Credit
X X
Work-Based Learning Program
Maryland Creciit
X X
Michigan Apprentice Training Credit
Minnesota Job Training Credit
Mississipoi Research & Development Jobs
PP Skills Credit
X
Mississippi Basic Skills and Retraining Credit
X

© 2005 Ernst Young LLP. 17



Appendix A

Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
Missouri Neighborhood Assistance Program
Tax Credit (Contribution)
X
Missouri MINIMAL OPPORTUNITY -
Individual Job Training Credit
X
Missouri MINIMAL OPPORTUNITY -
Mentoring Program Credit
X
North Carolina Worker Training Credit
X X
North Dakota New Jobs Training Assistance
X
Ohio Job Training Tax Credit
OKlahoma Training For Industry Program
(TIP)
Oklahoma Workforce Investment Credit
Y outh Apprenticeship Training
Oregon Credit
X
Rhode Island Adult Education Credit
X
Educational Assistance and
Rhodesland Development Tax Credit
X
MINIMAL OPPORTUNITY -
Rhode sland * Job Training Tax Credit
X
Rhode Isand MINIMAL OPPORTUNITY - Job
Development Tax Incentive
X
. MINIMAL OPPORTUNITY - Job
South Carolina Retraining Credit
© 2005 Ernst Young LLP. 18




Appendix A

Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
Vermont Employee Training Credit
X
Vermont Workforce Development Credit
X
Virginia Worker Retraining Credit
X
Washington Distressed Area Jobs Tax Credit
X
Washington Training Credit
MINIMAL OPPORTUNITY -
West Virginia Agricultural Products Jobs Training
Tax Credit X

© 2005 Ernst Young LLP. 19



Appendix A

Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
Enter prise/Empower ment Zone
Enterprise Zone Training Tax
Alabama Credit (Pre-1990)
X X
Enterprise Zone Investment Tax
Alabama Credit (Pre-1990)
X X
Enterprise Zone Income Tax Credit
Alabama (Pre-1990)
X X
Arizona Enterprise Zone Jobs Tax Credit
X
. Employment In Military Reuse
Arizona Zones Credit
X
Ark MINIMAL OPPORTUNITY -
Enterprise Zone Credit (Act of 1989)
X
Arkansas Tax Increment Financing
Local Agency Military Base
Cdlifornia Recovery Area (LAMBRA) Sales &
Use Credit
X
Local Agency Military Base
Cdlifornia Recovery Area (LAMBRA) Jobs
Credit
X
_ Targeted Tax Area Sales & Use
Cadlifornia Tax Credit
X
_ Los Angeles Revitalization Zone
California (LARZ) Sadles & Use Credit
X
_ Los Angeles Revitalization Zone
California (LARZ) Jobs Tax Credit
Cadlifornia Enterprise Zone Sales Tax Credit
X

© 2005 Ernst Young LLP.
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Appendix A

Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
_ Manufacturing Enhancement Area
California Hiring Credit
X
MINIMAL OPPORTUNITY -
Cadlifornia Enterprise Zone Sales Tax Credit
(Before 1997)
X
MINIMAL OPPORTUNITY - EZ
Cadlifornia Credit for "Qualified Disadvantaged
Individuals' (Before1997) X
California MINIMAL OPPORTUNITY - Job
Credit in Enterprise Zones (1996)
X
California MINIMAL OPPORTUNITY - Job
Tax Credit
X
California MINIMAL OPPORTUNITY -
LARZ Construction Hiring Credit
X
California MINIMAL OPPORTUNITY -
LARZ Hiring Credit
X
Cadlifornia Enterprise Zone Qualified Wages
Enterprise Zone New Business
Colorado Facility Jobs Tax Credit
X
Enterprise Zone Investment Tax
Colorado Credit
X
Enterprise Zone Vacant Building
Colorado Rehailitation Credit
X
Enterprise Zone Research &
Colorado Development Credit
X
Colorado Enterprise Zone Training Credit
X
Colorado Credit for Contributions to
Enterprise Zone Administrators
X

© 2005 Ernst Young LLP. 21



Appendix A

Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
Colorado MINIMAL OPPORTUNITY -
New Business Facility EZ Credits
X
Connecticut Hartford Financial Serylces Export
Zone Exemption
X
Credit for Investment in Urban
Connecticut Reinvestment or Industria Site
Investment Projects
. Enterprise Zone Credit for
Connecticut Qualifying Corporations
X X
MINIMAL OPPORTUNITY -
Connecticut Distressed Municipality
Manufacturing Facility Credit
X X
MINIMAL OPPORTUNITY -
Connecticut Neighborhood Assistance Program
Credits
X X
Neighborhood Assistance Tax
Delaware )
Credit
X
. . Economic Development Zone
Dist of Columbia Workers Compensation Credit
X
. . Economic Development Zone
Dist of Columbia Wage Credit
X
Dist of Columbia Enterprise Zone Tgx Employment
Credit
X
. . Economic Development Zone
Dist of Columbia Child Care Center Credit
X
Florida Rural Area Jobs Tax Credit
. Enterprise Zone Property Tax
Florida Credit
X
Florida Targeted Industry Tax Credit
X
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Appendix A

Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
Florida Brownfield Redevelopment Credit
. Community Contributions Tax
Florida Credit
X
Florida Enterprise Zone Jobs Tax Credit
MINIMAL OPPORTUNITY -
Florida Enterprise Zone Pilot Project Job
Credit
X
Hawaii Enterprise Zone Credit
X
linois Enterprise Zone Investment Tax
Credit
X
Illinois Enterprise Zone Jobs Tax Credit
X
Indiana Military Base Recovery Tax Credit
Indiana Industrial Recovery Tax Credit
indiana Community Revitaization
Enhancement District Credit
indiana Enterprise Zone Loan Interest
Credit
Indiana Enterprise Zone Qualified Wages
Employment Expense
lowa Enterprise Zone Housing Credit
X
lowa MINIMAL OPPORTUNITY -
* Enterprise Zone Tax Credits
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Appendix A

Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
lowa Enterprise Zone Quality Jobs
Investment Tax Credit
X
lowa Quality Jobs Enterprise Zone
Research Credit
X
Kentucky Kentucky Industrial Development
Act
X
Kentucky Rural Economic
Kentucky Development Act
X
K entuck MINIMAL OPPORTUNITY -
Y Enterprise Zone Jobs Credit
X
MINIMAL OPPORTUNITY -
Kentucky Kentucky Industrial Revitalization
Act (KIRA) Credit N
Louisana Credit for Vessels operated in
Certain Waters
X X
Louisana Enterprise Zone Credit
X X
MINIMAL OPPORTUNITY -
Louisana Enterprise Zone Low-Income
Housing Credit
X X
Maryland Heritage Area Tax Credit
X
Neighborhood Partnership Program
Maryland Tax Credit
X
Enterprise Zone Employment Tax
Maryland Creciit
X
One Maryland Economic
Maryland Development Tax Credit
X
Massachusetts Brownfields Credit
X X
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Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
Economic Opportunity Area
M fusetts Investment Tax Credit
X X
Michigan Renaissance Zone Credit
Michigan Brownfield Credit
Michigan Enterprise Zone Credit
Michigan Distressed Company MEGA
Minnesota Disparity Reduction Credit
X
) Border City Enterprise Zone
Minnesota Credits
X X X
Minnesota Rural Job Creation Credit
X
Minnesota Enterprise Zone Incentive Grants
X
Minnesota Border City De\{el opment Zone
Credits
X
Minnesota Border City New Industry Credit
X
Minnesota Tax Incentives Outside BCDZs
X
. Job Opportunity Building Zone
Minnesota (JOBZ) Credits
X X X
MINIMAL OPPORTUNITY -
Mississiooi Economic Development Project
PP Credit (Bonds Issued After July 1,
1997) X
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Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
MINIMAL OPPORTUNITY -
Mississipoi Economic Development Project
PP Credit (Bonds Issued Before July 1,
1994) X
Missouri Enterprise Zone Tax Credit
X X
. . Enterprise Zone Income Tax
Missouri .
Exemption
X X
Missouri Neighborhood Assistance Program
Tax Credit (Contribution)
X
MINIMAL OPPORTUNITY -
Missouri  Rebuilding Communities Tax
Credit Program
X
MINIMAL OPPORTUNITY -
Missouri » Renovated Commercial and
Industrial Property ("Brownfields") X
MINIMAL OPPORTUNITY -
Missouri * Transportation Development
Credit
X
Employment Expansion and
Nebraska Investment Incentive Act Credit
X
Rural Economic Opportunities
Nebraska Credit
Redevelopment Authority Project
New Jersey Tax Credit
X
New Jersey Urban Enterprise Zone Credit
X
. Intergovernmental Business Tax
New Mexico :
Credit
. Enterprise Zone Building
New Mexico Rehabilitation Credit
X
New Mexico Rural Jobs Tax Credit
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Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
New York Economic Development Zone
Equivalent Area Wage Tax Credit
X X
Economic Development Zone
New York Wage Tax Credit
X X
Economic Development Investment
New York Tex Creit
X X
New York Eligible Business Facility Credit
X X
New Y ork Mortgage Recording Tax Credit
X X
Economic Development Zone
New York Capital Tax Credit
X X
MINIMAL OPPORTUNITY -«
New York EDZ Capital Corporation Credit
(Pre-1994)
X X
New Y ork MINIMAL OPPORTUNITY -
« EDZ Employment Incentive Credit
X X
MINIMAL OPPORTUNITY -
New Y ork EDZ Wage Credit (Equivalent
Areas) (Before 2001)
X X
MINIMAL OPPORTUNITY -
North Carolina Credit for Development Zone
Projects
North Dakota Renaissance Zone Credits
X
! Brownfield Site Clean-up Tax
Ohio Credit
X X
Ohio Enterprise Zone Employee Tax
Credit (Tier Il Training Credit)
X X
Ohio MINIMAL OPPORTUNITY -
Enterprise Zone Day Care Credit
X X
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Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
Ohio Exclusions from Property and
Payroll Factors
X
Ohio MINIMAL OPPORTUNITY -
Enterprise Zone New Jobs Credit
X X
Oklahoma Rural Capital Investment Credits
X
MINIMAL OPPORTUNITY -
Oklahoma Enterprise Zone Job and Investment
Credits
X
Enterprise Zone Credits -
Pennsylvania Neighborhood Organization
Contributions
X X
} Enterprise Zone - Neighborhood
Pennsylvania assistance credit for investment
X X
Pennsvlvania Enterprise Zone Credits Jobsin
nsy K eystone Opportunity Zones
X X
} Enterprise Zone Credits - Keystone
Pennsylvania Opportunity Zone Business Activity
X X
Rhode Isiand Enterprise Zone Cred!t - Interest
Income Credit
X
Rhode Is/and Enterprise Zone CreFilt - Tax Credit
for Donations
X
Enterprise Zone Credit - Business
Rhodesland Investment Wage Tax Credit
X
MINIMAL OPPORTUNITY -
South Carolina Enterprise Zone Hiring Credit (1995
1996)
X
MINIMAL OPPORTUNITY -
South Carolina « Economic Impact Zone Investment
Credit
X
MINIMAL OPPORTUNITY -
South Carolina « Tire Manufacturer's Development
Credits (1999 and Thereafter)
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Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
South Carolina MINIMAL OPPORTUNITY - Tax
Moratorium
Ten Enterprise Zone Jobs Tax Credit
(Repealed)
Ten Enterprise Zone Investment Credit
(Repealed)
Tennessee Jobs Tax Credit
X
Ten Enterprise Zone School
Contribution Credit (Repealed)
X
Tennessee Industrial Machinery Tax Credit
X
Texas Strategic Investment Area Job
Cresation Tax Credit
X
Tax Refund for Economic
Texas
Development
X X
Texas Texas Tax Base Deductions
Defense Readjustment Projects
X
Enterprise Zone Capital Investment
Texas Tex Credit
X
Texas Enterprise Zone Job Creation Tax
Credit
X X
Texas Strategic Investment Area Capital
Investment Tax Credit
X
Enterprise Zone (Employment)
Utah Credits
X
Utah Enterprise Zone (Depreciable
Property) Credits
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Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
Utah Enterprise Zone (Targeted
Business) Credits
Utah Enterprise Zone (Aerospace and
Aviation Development) Credit
Utah Enterprise Zone (Contribution to
Nonprofit Corporation) Credit
Enterprise Zone (Employee Health
Utah ’
Insurance) Credit
Virginia Enterprise Zone Business Tax
d Credit
X
o Enterprise Zone Real Property Tax
Virginia Investment Credit
X X
MINIMAL OPPORTUNITY -
Virginia Enterprise Zone Unemployment Tax
Credits
X
Washington Distressed Area Jobs Tax Credit
X
. MINIMAL OPPORTUNITY -
Washington Distressed Areas Job Cresation Credit
X
. MINIMAL OPPORTUNITY -
Washington Help Desk Services Credii
X
. MINIMAL OPPORTUNITY -
Washington Rural High Tech Job Credit
X
R MINIMAL OPPORTUNITY -
West Virginia Enterprise Zone Credit
X
Wisconsin Community Development Zone
Environmental Remediation Credit
X
) . Community Development Zone
Wisconsin Investment Credit
X
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Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
) . Community Development Zone
Wisconsin Day Care Credit
X
) . Community Development Zone
Wisconsin Jobs Tax Credit
X
Wisconsin Development Zones Credit
X
) . Community Development Zone
Wisconsin Sales Tax Credit
X
) . Community Development Zone
Wisconsin L ocation Credit
X
) . Community Development Zone
Wisconsin Research Credit
X
) . Development Zone Capital
Wisconsin Investment Credit
X
Wisconsin Technology Zones Credit
X
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Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
Employee Hiring Credit
Arizona Defense Contractor Employment
Credit
X
Arizona Enterprise Zone Jobs Tax Credit
X
. Employment In Military Reuse
Arizona Zones Credit
X
Employment of Temporary
Arizona Assistance for Needy Families
Recipients
X
Arizona Correctiona Facilities Investment
Tax Credit
X
Arizona MINIMAL OPPORTUNITY -
Summer School Jobs Credit
X
Ark Y outh Apprenti cgshl p Program
Credit
X
Ark MINIMAL OPPORTUNITY -
Supplemental Apprentices Credit
X
Job Creation Income Tax Credit
Arkansas (formerly Enterprise Zone Program
or Advantage Arkansas) X
Ark Payroll Rebate (Create Rebate
Program)
Ark Job Creation Income Tax Credit for
Targeted Businesses
X
Cdlifornia Targeted Tax Area Hiring Credit
X
MINIMAL OPPORTUNITY -
Cadlifornia Credit for Qualified Employees
(Before 1997) X
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Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
Colorado MINIMAL OPPORTUNITY -
Colorado Works Program Credit
X
. Credit for Displaced Workers
Connecticut Hired by Electric Suppliers
X X
Connecticut Financial Institutions Credit
X X
. MINIMAL OPPORTUNITY -
Connecticut New Manufacturing Facilities Credit
X X
MINIMAL OPPORTUNITY - Tax
Connecticut Credit for Hiring Public Benefits
Recipients
Delaware MINIMAL OPPORTUNITY -
Bank Employment Tax Credit
X
. . Economic Development Zone
Dist of Columbia Wage Credit
X
Dist of Columbia Enterprise Zone Tgx Employment
Credit
X
Dist of Columbia QHTC - Wages to qualified
employees credit
X
Florida Capital Investment Credit
X
Florida Rural Area Jobs Tax Credit
Florida Targeted Industry Tax Credit
X
Florida Urban Jobs Tax Credit
Florida Enterprise Zone Jobs Tax Credit
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Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
MINIMAL OPPORTUNITY -
Florida Enterprise Zone Pilot Project Job
Credit
X
Florida MINIMAL OPPORTUNITY -
¢« ENTRY Tax Incentive
Georgia Jobs Tax Credit
X
Hawaii Credit for Employment of
Vocational Job Referrals
X
Idaho New Employees Credit
X
Illincis Enterprise Zone Jobs Tax Credit
X
Illincis Y outh VVocational Program Credit
X
Economic Development for a
Indiana Growing Economy Tax Credit
("EDGE Jobs Credit") X
lowa New Jobs And Income Program
Investment Tax Credit
X
lowa MINIMAL OPPORTUNITY -
New Jobs Credit
X
lowa New Jobs And Income Program
Research Credit
X
lowa New Jobs and Income Program
New Jobs Credit
X
lowa Enterprise Zone Quality Jobs
Investment Tax Credit
X
lowa Quality Jobs Enterprise Zone
Research Credit
X
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Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
K Business & Job Development
Credit
X
Kentucky Kentucky Jobs Development Act
X
K entuck MINIMAL OPPORTUNITY -
Y Enterprise Zone Jobs Credit
X
K entuck MINIMAL OPPORTUNITY -
y Unemployment Tax Credit
X
Louisana Re-Entrant Jobs Tax Credit
X
Louisiana Credit for Employment of
Previously Unemployed
X X
Louisana Credit for Employment of Certain
First-Time Drug Offenders
X
MINIMAL OPPORTUNITY -
Louisana Louisiana Capital Investment Tax
Credit
X
Louisana LowsanaQuaIlty Jobs Program
Credit
X X X
Louisiana MINIMAL OPPORTUNITY -
New Jobs Credit
X
Maine Jobs & Investment Tax Credit
X
Maryland Disability Employment Tax Credit
X
Enterprise Zone Employment Tax
Maryland Creciit
X
Businesses that Create New Jobs
Maryland Tax Credit
X X X
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Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
Employment Opportunity Tax
Maryland Credit
X
MINIMAL OPPORTUNITY - Job
Maryland Cresation Tax Credit
X
Long Term Employment for Ex-
Maryland Felons Tax Credit
Massachusetts Full Employment Credit
X X
. Aircraft Maintenance Base Hiring
Minnesota Credit
X
) Border City Enterprise Zone
Minnesota Credits
X X X
Minnesota Rural Job Creation Credit
X
Minnesota Enterprise Zone Incentive Grants
X
Minnesota Border City New Industry Credit
X
Mississippi Financia Ingtitution Net Gain In
PP Employment Credit
X
Mississippi Jobs Tax Credit
X
o Temporary Assistance for Needy
Mississippi Families (TANF) Credit
X
Nebraska Quality Jobs Credit
X
Employment Expansion and
Nebraska Investment Incentive Act Credit
X
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Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
Employment and Investment
Nebraska Growth Act Credit
X
New Hampshire Jobs Tax Credit
X
Redevelopment Authority Project
New Jersey Tax Credit
X
New Jersey Urban Enterprise Zone Credit
X
New Jersey New Jobs Investment Tax Credit
X
Manufacturing Equipment and
New Jersey Employment Investment Tax Credit
New Mexico Rural Jobs Tax Credit
New York Economic Development Zone
Equivalent Area Wage Tax Credit
X X
Economic Development Zone
New York Wage Tax Credit
X X
New York Employment Incentive Tax Credit
X X
New Y ork MINIMAL OPPORTUNITY -
Credit for Disabled Employees
X X
New Y ork MINIMAL OPPORTUNITY -
« EDZ Employment Incentive Credit
X X
MINIMAL OPPORTUNITY -
New Y ork EDZ Wage Credit (Equivalent
Areas) (Before 2001)
X X
New Y ork MINIMAL OPPORTUNITY -
Emerging Technology Hiring Credit
X X
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Income/
State Program Title Franchise Sales& Use | Property | Net-Worth Premium
North Carolina MINIMAL OPPORTUNITY - Job
Cresation Tax Credit
X X
Credit For Hiring The Disabled Or
North Dakota Mentally I
X
North Dakota New Industry Tax Credit
X
MINIMAL OPPORTUNITY -
North Dakota New Jobs Credit from Withholding
X
Ohio Jobs Tax Credit
X X
Ohio Enterprise Zone Employee Tax
