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Biotechs eager to tap tax credits
New federal program aimed at startup firms

Baltimore Business Journal - by Vandana Sinha Washington Business Journal

Amid the thousand or so pages heralding a new era for health care lies some salve for an often-ailing part of the biotech sector.

The massive health care bill passed in March provides $1 billion in potential tax credits or grants for certain small biotech companies, 
defined as those with 250 or fewer employees.

Those companies can earn credits worth up to 50 percent of outside investments made in 2009 or 2010 and spent during those years in 
qualifying drug research projects. If a company isn’t paying taxes because it has no revenue — as is the case with many small biotechs — 
the tax credit is refunded as a cash grant to the company.

For Maryland companies, the federal tax credit complements a frequently lauded state tax incentive program. With a $6 million annual 
cap so far on the state program, though, hordes of biotech execs have spent the night at the state’s economic development offices to be 
first in line for a piece of the diminutive pie.

The two-year, $1 billion federal program will allow for significantly more recipients even if the same first-come, first-served approach is 
used.

There is another key difference between the two programs: The Maryland program provides the credits to company investors to 
encourage them to continue investing in needy biotech companies. Under the federal program, the biotech companies themselves would 
receive the credits and cash grants as reimbursement for the amounts they spent on the previous year’s drug research.

“Our member companies are thrilled with this opportunity,” said Renee Winsky, CEO of the Tech Council of Maryland, whose MdBio 
subsidiary represents local biotech players. “I think they’re going to be oversubscribed.”

The program is particularly focused on cancer drug development and research and firms that develop cancer diagnostic testing, according 
to BioMarker Strategies President Scott Allocco.

BioMarker, a Baltimore tissue-based cancer diagnostics company, has not determined whether it will apply by the July 21 deadline for 
federal tax credits but Allocco said the program should prove beneficial.

The firm uses its live tumor cell testing system to guide drug treatment decisions. If it applies and is approved, the new federal program 
has the potential to generate a refundable tax credit of “more than $1 million” to the company, Allocco said.

“It is a good opportunity for companies with large product development costs,” Allocco said.

The federal government issued program requirements and application forms in May. Winsky said firms that make the cut will be notified 
in October.

Local biotechs are urged take a running tackle at the program as soon as the guidelines are issued. If they delay and the cash runs out too 
quickly, they may be left standing outside with an empty hat in hand.

“The competition is expected to be very fierce,” said Chris Bard, national leader of BDO Seidman LLP’s research and development tax 
services program, which has already run webinars on the federal funding. “For small companies only, this is the biggest thing we’ve seen 
so far.”

The funding applies primarily to drug discovery projects that treat or prevent acute or chronic diseases or conditions that have an unmet 
need for medicine, according to BDO Seidman.

Drug candidates should also help whittle down health care costs or help propel the country toward a cure for cancer in 30 years. Research 
programs also get preference if they create or keep high-paying jobs in the U.S. and make the country more competitive in the 
international life sciences arena.

Many biotechs see this program as Congress’ effort to make amends for excluding small business research from federal stimulus dollars 
last year.

“This is the first money that we’d seen that would apply to us,” said Peter Levine, CEO of Correlogic Systems Inc., a Germantown 
company developing a diagnostic test to detect ovarian cancer. “We’re following this very, very carefully. ... We will definitely be lining up 
for that.”
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The question is whether companies closer to the 250-person end of the spectrum could muscle out the smallest companies at the other 
end. In this region, which hosts more than 200 biotechs, perhaps fewer than a dozen employ more than 100 people and a 250-person 
biotech would be a veritable behemoth. In addition, for most of this area’s companies and their single-digit staffs, application writers and 
attorneys are deemed a luxury item.

Still, local biotech leaders don’t foresee that as a stumbling block for the smaller lot.

“It’s not the biggest guy wins,” Winsky said, adding that all applicants should hire a consultant or industry expert to check their 
documents. “It’s in how well you write. It’s in the technical merits of the organization.”

 
Associate Editor Jimmy DeButts contributed to this report.
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