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California Credit Assighment

In October 2008, California Governor Schwarzenegger signed tax legislation
that had revenue raisers, as well as incentives designed to stimulate the
California business climate, such as a single sales factor election, a two-year
net operating loss carryback, a 20-year net operating loss carryforward, and
the assignment of credits between members of the same combined reporting
group. Most of these provisions were to take effect for taxable years
beginning on or after January 1, 2011.

The credit assignment provision allows affiliated corporations that are
members of the same combined group to assign credits to each other
beginning July 1, 2008. The assigned credits can be utilized against tax by the
assignee beginning on or after January 1, 2010.

Now

There is a California ballot initiative entitled the “Repeal Corporate Tax
Loopholes Act” or Proposition 24 set for the November 2, 2010 election
which will repeal all of the favorable tax provisions, including the assignment
of credits.

The election to assign any credit is irrevocable and must be made on the
taxpayer’s original return for the taxable year in which the assignment is
made.

Recent Developments

If California voters approve the ballot initiative on November 2, 2010, it will
be effective on November 3, 2010, and repeal the ability of taxpayers to assign
credits among their combined group members as of that date.
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Taxpayers that make a valid election before the November vote may be in a
position to argue that the repeal only applies to new assignments made after
the initiative’s effective date. Taxpayers making this election can potentially
give eligible assignees the ability to utilize the assigned credits in the future.

Calendar year-end taxpayers filing their 2009 original California returns
between now and October 15, 2010, should consider making the election
(California Form 3544) to assign credits to members of the same combined
group on their return.

Contact

Please feel free to contact us to discuss how True Partners can assist you and
your organization with the assignment form.

Tom Bertino Mariano Sori Ron Tambasco

Managing Director Managing Director Managing Director

(213) 417-2523 (312) 588-3408 (813) 434-4001
Tom.Bertino@TPCtax.com Mariano.Sori@TPCtax.com Ron.Tambasco@TPCtax.com

We are required by regulation to inform you that any tax advice contained in this
communication (or in any attachment) is not intended or written to be used, and
cannot be used by any taxpayer, for the purpose of avoiding U.S. federal, state, or
local tax penalties or promoting, marketing, or recommending to another party any
transaction or matter addressed in this communication (or any attachment). The
information contained herein is for informational purposes only and is based on our
understanding of the current tax laws and published tax authorities in effect as of
the date of publishing, all of which are subject to change.

You should consult with your professional tax advisor to discuss the potential
application of this subject matter to your particular facts and circumstances.

©2010 True Partners Consulting LLC. All rights reserved.



