Agenda Item - 4.A.8
Resolution No. 21-SM027-01

CALIFORNIA ALTERNATIVE ENERGY AND
ADVANCED TRANSPORTATION FINANCING AUTHORITY

Request to Approve a Time Extension for the Initial Term of the Regulatory Agreement and
Amend the Sales and Use Tax Exclusion Award
Resolution to Add a Participating Party*

Abbott Laboratories and its Subsidiary, Pacesetter, Inc
Application No. 21-SM027

Tuesday, February 20, 2024

Prepared By: Stefani Wilde, Program Analyst

SUMMARY

Applicant — Pacesetter, Inc and Abbott Laboratories
Location — Sylmar, Los Angeles County
Industry — Medical Device Manufacturing

Project — Update and Expansion of Existing Cardiovascular Medical Device Manufacturing
Facility (Advanced Manufacturing)

Total Amount Qualified Property Approved — $34,950,000
Estimated Sales and Use Tax Exclusion Amount at Approval® — $2,970,750
Amount of Time Requested —
e Requesting a one (1)-year and six (6)-month extension, until September 16, 2025, for the
Initial Term of the Regulatory Agreement (a total of four (4) years and six (6) months
from the date of initial CAEATFA Board approval of March 16, 2021)

Staff Recommendation — Approval

1 All capitalized terms not defined in this document are defined in the Sales and Use Tax Exclusion Program’s
statutes and regulations.

2 This amount is calculated based on the average statewide sales tax rate at the time of initial approval, which was
5%.
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REQUEST

On March 16, 2021, the CAEATFA Board approved a Sales and Use Tax Exclusion (“*STE”)
award for Pacesetter, Inc. (the “Applicant”) for the purchase of up to $34,950,000 in Qualified
Property to upgrade and expand its existing cardiovascular medical device manufacturing facility
located in Sylmar (the “Project”). The Regulatory Agreement (“Agreement”) initial term
provided the Applicant with three (3) years from the date of CAEATFA Board approval to
utilize its STE award.®

As of August 2023, the Applicant has used the STE award to purchase approximately $8,160,078
of Qualified Property (23% of the total Qualified Property approved) The Applicant is requesting
to extend the Agreement initial term by one (1) year and six (6) months to accommodate
purchasing delays related to reallocation of resources from the COVID-19 pandemic.

The Applicant notes it experienced several delays as a result of the pandemic. The Applicant
states it reallocated resources to comply with strict health and safety practices to minimize spread
of the COVID-19 virus, in compliance with the guidelines set by the CDC. Additionally, it states
the uncertain global markets, particularly surrounding the healthcare industry, caused it to halt
discretionary spending and refocus on expenditures. According to the Applicant, it also
experienced significant delays in its supply chain due to government mandated shutdowns.

Additionally, on October 6, 2023, Pacesetter, Inc. submitted a request to add Abbott Laboratories
as a participating party on the STE award approval resolution. The Applicant states its parent
company, Abbott Laboratories has consolidated its procurement and makes purchases on behalf
of its subsidiaries. The scope of the Project has not changed and is not anticipated to change with
the addition of Abbott Laboratories.

The CAEATFA Board can extend the initial term of the Agreement upon a finding that an
extension is in the public interest and advances the purposes of the STE Program.*

THE APPLICANT

Pacesetter, Inc. (“Pacesetter” or the “Applicant”), is a Delaware corporation that formed in 1994.
The Applicant is wholly owned by Abbott Laboratories, which is publicly traded on the New
York Stock Exchange under the ticker symbol ABT. The Applicant designs, manufacturers, and
distributes medical devices to treat patients with heart arrhythmia conditions.

The corporate officers of the Applicant are:
Robert B. Ford — Chairman and Chief Executive Officer
Hubert L. Allen - EVP, General Counsel & Secretary
Robert E. Funck, Jr. - EVP, Finance
Lisa D. Earnhardt - EVP, Medical Devices

3 California Code of Regulations Title 4, Division 13, Section 10035(b)(1)
4 California Code of Regulations Title 4, Division 13, Section 10035(b)(1)(B)
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THE PROJECT

Pacesetter, Inc., requested an STE award to upgrade and expand its existing cardiovascular
medical device manufacturing facility located in Sylmar. According to the Applicant, the Project
will include the upgrade of its production, research, design, and quality control equipment, as
well as the renovation of its over 400,000 square-foot facility to improve its design and
production space.

The Applicant states it uses high performance tools and advanced materials to ensure its devices,
namely pacemakers, can operate properly within the human body for years. Additionally, the
Applicant explains it is continually innovating by manufacturing smaller and smaller products,
which requires an extremely high degree of precision. To that end, the Applicant states the
Project will use hermetic laser sealing techniques to produce impenetrable devices, and quality
control testing to ensure devices are leak-free.

The Applicant also has an Environmental Sustainability Plan that seeks to reduce the Applicant’s
environmental impact. In an effort to reduce energy consumption, the Applicant explains the
Project will include the installation of higher-energy-efficient chiller systems, voltage optimizers,
and high-efficiency LED light fixtures with motion sensors. The Applicant states that the Project
will also include reuse and recycling programs to reduce solid waste and minimize the impact of
waste from its packaging and manufacturing process.

AGREEMENT INITIAL TERM EXTENSION REQUEST

The Applicant has requested that the initial term of the Agreement be extended from March 16,
2024, to September 16, 2025, in order to accommodate purchasing delays related to reallocation
of resources from the COVID 19 pandemic.

Staff Evaluation

The Applicant has requested to add Abbott Laboratories as a participating party on the regulatory
agreement. As previously stated, Abbott Laboratories, the parent company, has consolidated and
makes purchases on behalf of Pacesetter. Statutes limit the use of CAEATFA’s STE to any
“participating party” (Section 6010.8 of the Revenue and Taxation Code). A “participating party”
is defined as an entity that seeks financial assistance (Section 26003(a)(7)(B) of the Public
Resources Code) as part of the Sales and Use Tax Exclusion Program (Section 26011.8 of the
Public Resources Code). Section 3 of the Applicant’s Resolution No. 21-SM027 provides that the
Applicant is a “participating party” within the meaning of the Sales and Use Tax Exclusion
Program.

The Applicant states that despite the challenges it has faced, it continues to experience growth
and increased demands for the products it manufactures. Additionally, its revenue projections
remain strong and anticipates the expansion and upgrade of its facilities to coincide with several
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upcoming projects. The Applicant states it expects to procure the remaining qualified property by
summer of 2025.

Based on this information, Staff believes extending the initial term of the Agreement and
amending the resolution to add Abbott Laboratories as a participating party will allow for the
Project to be completed, and is, therefore, in the public interest and advances the purposes of the
STE Program.

LEGAL QUESTIONNAIRE

Staff has reviewed the Applicant’s responses to the questions contained in the Legal Status
portion of the Application. The Executive Director, in consultation with legal counsel, has
determined that the legal issues disclosed do not affect the financial viability or legal integrity of
the Applicant.

CAEATFA FEES

In accordance with STE Program regulations,® the Applicant has paid an additional fee of $2,500
because extending the initial term, and adding a participating party, qualifies as a modification to
the Applicant’s Agreement.

RECOMMENDATION

Staff recommends that the Board approve the Applicant’s request to extend the initial term of the
Agreement by one (1) year and six (6) months to September 16, 2025, as it is in the public
interest and advances the purposes of the STE Program.

Staff also recommends that the Board approve Pacesetter, Inc. and Abbott Laboratories’ request
to amend Resolution No. 21-SM027 to add Abbott Laboratories as a participating party.
Attachments

Attachment A: Pacesetter, Inc.’s letter requesting waiver (October 6, 2023)
Attachment B: Pacesetter, Inc.’s staff summary at the time of approval

> California Code of Regulations Title 4, Division 13, Section 10036(c)(1)(B)
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RESOLUTION APPROVING A TIME EXTENSION FOR
PACESETTER, INC.’S INITIAL TERM FOR
THE REGULATORY AGREEMENT

February 20, 2024

WHEREAS, on March 16, 2021, the California Alternative Energy and Advanced
Transportation Financing Authority (the “Authority”), a public instrumentality of the State of
California, approved a Sales Tax Exclusion (“STE”) in the amount of $34,950,000 of Qualified
Property for Pacesetter, Inc. (the “Applicant”); and

WHEREAS, within three (3) years of approval by the Authority, the Applicant must
make all Qualified Property purchases (STE Program regulations Section 10035(b)(1)); and

WHEREAS, upon a finding that it is in the public interest and advances the purposes of
the Program, the Authority may waive the requirement that all purchases of Qualified Property
be made within three (3) years of Application approval (STE Program regulations Section
10035(b)(1)(B)); and

WHEREAS, the Applicant has requested a waiver of the requirement to purchase all of
the Qualified Property by September 16, 2025, due to unexpected delays in the Project timeline,
extending the term by one (1) year and six (6) months to September 16, 2025; and

WHEREAS, granting the waiver will allow the Project to proceed and the state to receive
the anticipated environmental and economic benefits that justified the initial approval of the
Project in accordance with the law, thereby advancing both the public interest and the purposes
of the Program.

WHEREAS, Abbott Laboratories has the authority and responsibility to complete a
portion of the Project as described in the Application; and

WHEREAS, the Applicant requests the Authority amend the Regulatory Agreement by
amending Resolution No. 21-SM027 to include Abbott Laboratories as a participating party.

NOW, THEREFORE, BE IT RESOLVED by the California Alternative Energy and
Advanced Transportation Financing Authority, as follows:

Section 1. The Authority finds that it is in the public interest and advances the purposes
of the Program to extend the Applicant’s initial term of the Regulatory Agreement to
September 16, 2025.

Section 2. Resolution No. 21-SM027 dated March 16, 2021, is amended to add Abbott
Laboratories as a participating party to the Regulatory Agreement.

Section 3. This resolution shall take effect immediately upon its passage.
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Attachment A: Pacesetter Inc.’s Letter Requesting Waiver (October 6, 2023)

Current K&U ana proauction raciiues In >yimar Were aelayea. As d resuit o1 Luviv-1Y, racesetier experiencea tne
following delays:

¢ Resources required to be reallocated to aid in the implementation of strict health and safety practices and
procedures to minimize the spread within the production facility in accordance with CDC guidelines.

s Uncertainty in the global markets, specifically in the healthcare sector, caused increased focus on expenditures
and management to halt discretionary spending including fixed asset upgrades and R&D.

e Sethacks in supply chain caused shortages in production inputs coupled with mandated COVID-19 government
shut-downs caused significant reduction in planned expansions due to shipping delays and supplier shortages.

Despite the abstacles presented by COVID-19, the Company continues to see growth and high demand for its’ products.
As of June 2022, the company has purchased approximately $8.2M or 23.4% of Qualified Property. With strong revenue
projections, Pacesetter anticipates the expansion and upgrade of their California facilities to move with several projects in
the works including an expansion of its lab and logistics areas. Pacesetter fully expects to acquire qualified property to
exhaust the remainder of the award by Summer of 2025.

In conjunction with this request, we kindly request to add Pacesetter’s parent company, Abbott Laboratories (“Abbott”)
to Pacesetter’'s MRA (CAEATFA Award No. 21-SM027) originally executed March 24, 2021. For ease, Abbott has
consolidated its procurement and makes purchases on behalf of its subsidiaries. As such, Abbott Laboratories makes
purchases of CAEATFA qualified property to be used in Pacesetter’s Project. Nothing in the business or project has
changed in comparison to its original application.

As such, at the earliest opportunity, Pacesetter kindly requests that its parent company, Abbott be added to their MRA.
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Attachment B: Pacesetter Inc.’s Staff Summary at the Time of Approval
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points.

LEGAL QUESTIONNAIRE

Staff reviewed the Applicant’s responses to the questions contained in the Legal Status portion of
the Application. The responses did not disclose any information that raises questions concerning
the financial viability or legal integrity of this Applicant.

CAEATFA FEES

In accordance with CAEATFA Regulations,® the Applicant has paid CAEATFA an Application
Fee of $10,000, and will pay CAEATFA an Administrative Fee of up to $139,800.
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Resources Code Section 26011.8; and

WHEREAS, the Applicant qualifies as a Participating Party under Public Resources Code
Section 26011.8 and Revenue and Taxation Code Section 6010.8; and

WHEREAS, the Applicant’s qualifying tangible personal property meets the
requirements of a Project under Public Resources Code Section 26011.8 and Revenue and
Taxation Code Section 6010.8 (the “Project”); and

WHEREAS, after the Authority approves an Application, the Authority enters into a
Regulatory Agreement, as described in Authority Regulations Section 10030(a), with the
Applicant for the Project; and

WHEREAS, the Applicant has estimated the Project has an estimated cost not to exceed
QU QN NN Aviar a narind afthras wanre: and
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Section 7. The Applicant shall ensure that all of the qualifying tangible personal property
acquired as part of the Project that is listed in the semi-annual reports provided to the Authority
pursuant to the Regulatory Agreement will be installed, maintained and operated in compliance
with all applicable local, state and federal laws.

Section 8. The Regulatory Agreement shall only apply to qualifying tangible personal
property acquired as part of the Project that the Applicant certifies will be installed, maintained
and operated at facilities physically located within the State of Califomia.

Section 9. Neither the adoption by the Authority of this Resolution for the Applicant nor
the Regulatory Agreement may be referred to in any application before any governmental agency
as evidence of the feasibility, practicality or suitability of the Project and may not be referred to
in any application for any required permission or authority to acquire, construct or operate the
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