SECTION 1.2. Part 2 of Article 10 of Chapter 143B is amended by adding
three new sections to read:
"§ 143B-437.08. Development tier designation.

(a) Tiers Defined. — A development tier one area is a county whose annual
ranking is one of the 40 highest in the State. A development tier two area is a county
whose annual ranking is one of the next 40 highest in the State. A development tier
three area is a county that is not in a lower-numbered development tier.

(b)  Development Factor. — Each year, on or before November 30, the Secretary

of Commerce shall assign to each county in the State a development factor that is the

sum of the following:
(1) The county's rank in a ranking of counties by average rate of

unemployment from lowest to highest. for the most recent 12 months
for which data are available.

(2) The county's rank in a ranking of counties by median household
income from highest to lowest, for the most recent 12 months for
which data are available.

(3) The county's rank in a ranking of counties by percentage growth in
population from highest to lowest. for the most recent 36 months for
which data are available.

(4) The county's rank in a ranking of counties by adjusted assessed

property value per capita as published by the Department of Public

[nstruction, from highest to lowest, for the most recent taxable vear,

(c) Annual Ranking. — After computing the development factor as provided in

this section and making the adjustments required in this section, the Secretary of
Commerce shall rank all the counties within the State according to their development
factor from highest to lowest. The Secretary shall then identify ail the areas of the State
by development tier and publish this information. A development tier designation is
effective only for the calendar vear following the designation.

(d) Data. — In measuring rates of unemployment and median household income,
the Secretary shall use the latest available data published by a State or federal agency
generally recognized as having expertise concerning the data. In measuring population
and population growth, the Secretary shall use the most recent estimates of population
certitied by the State Budget Officer. For the purposes of this section. population
statistics do not include people incarcerated in federal or State prisons.

() Adjustment for Certain Small Counties. — Regardless of the actual
development factor, any county that has a population of less than 12.000 shall
automatically be ranked one of the 40 highest counties, any county that has a population
of less than 50,000 shall automatically be ranked one of the 80 highest counties, and any
county that has a population of less than 50,000 and more than nineteen percent (19%)
of its population below the federal poverty level according to the most recent federal
decennial census shall automatically be ranked one of the 40 highest counties.

(f)  Adjustment for Development Tier One Areas. — Regardless of the actual
development factor, a county designated as a development tier one area shall
automatically be ranked one of the 40 highest counties until it has been a development
tier one area for at least two consecutive years.

(2) Exception for Two-County Industrial Park. — An eligible two-county
industrial park has the lower development tier designation of the designations of the two
counties in which it is located if it meets all of the following conditions:

(1) It 1s located in two contiguous counties, one of which has a lower
development tier designation than the other.

(2) At least one-third of the park is located in the county with the lower
tier designation.

(3) It is owned by the two counties or a joint agency of the counties, is
under contractual control of designated agencies working on behalf of
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both counties, or is subject to a development agreement between both

counties and third-party owners.
The county with the lower tier designation contributed at least the

lesser of one-half of the cost of developing the park or a proportion of
the cost of develonmg the park equal to the proportion of land in the
park located in the county with the lower tier designation.

(h)  Exception for Certain Multijurisdictional Industrial Parks. — An eligible

industrial park created by interlocal agreement under G.S. 158-7.4 has the lowest

development

tier designation of the designations of the counties in which it is located if

all of the following conditions are satisfied:

(1)

(2
€]
C)]

B B

The industrial park is located, at one or more sites, in three or more
contiguous counties.

At least one of the counties in which the industrial park is located is a
development tier one area.

The industrial park is owned by three or more units of local
government or a nonprofit corporation owned or controlled by three or
more units of local government.

In each county in which the industrial park is located, the park has at
least 250 developable acres. For the purposes of this subdivision,
'developable acres' includes acreage that is owned directly by the
industrial park or its owners or that is the subject of a development
agreement between the industrial park or its owners and a third-party
owner.

The total population of all of the counties in which the industrial park
is located is less than 200.000.

In each county in which the industrial park is located, at least sixteen
and eight-tenths percent (16.8%) of the population was Medicaid
eligible for the 2003-2004 fiscal year based on 2003 population
estimates.

"§ 143B-437.09. Urban progress zone designation.

(a)  Urban Progress Zone Defined. — An urban progress zone is an area comprised

of one or more contiguous census tracts, census block groups, or both, or parts thereof,

in the most recent federal decennial census that meets all conditions in this subsection.

{1

2)

[€))]

All land within the zone is located in whole within the primarv
corporate limits of a municipality with a population of more than
10,000 according to the most recent annuai population estimates
certified by the State Budget Officer.

Every census tract and census block group that composes part of the

zone meets at least one of the following conditions:

a. More than twenty percent (20%) of its population is below the
poverty level according to the most recent federal decennial
census.

b. At least fi ercent (50%) of the area of the portion that is
within the ¥rimagy corporate limits of the municigaliirff is zoned
as nonresidential and the census tract or census block group is
adjacent to a census tract or block group of which at least
fwerity percent (20%) of the population is below the poverty
evel.

The area of the zone zoned as nonresidential does not exceed
thirty-five percent (35%) of the total area of the zone.

(b)  Limitations. — No census tract or block group may be located in more than

one urban progress zone. The fotal area of all zones within a municipality may not
exceed fifteen percent (15%) of the total area of the municipality unless the smallest

possible area in the municipality satisfying all of the conditions of subsection (a) of this

section exceeds fifteen percent (15%) of the total area of the municipality. In the case of
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CREDITS FOR GROWING BUSINESSES (ARTICLE 3J CREDITS) |

In July, 2006, the NC General Assembly passed legislation (House
Bill 2170) that created a new tax credit program, Article 3J
Credits. Article 3] provides three types of tax credits to eligible
taxpayers that undertake qualifying activities in North Carolina: 1)
Credit for Creating Jobs, 2) Credit for Investing in Business
Property, and 3) Credit for Investment in Real Property (tier 1
only). These credits may be combined to offset up to 50% of the
taxpayer’s state income and franchise tax liability, and unused
credits may be carried forward for up to five years (15-year carry-
forwards apply to the Credit for Investing in Real Property and 20-
year carry-forwards exist for taxpayers that invest at least $150
million over a two-year period).

Article 3J Credits should not be confused with William S. Lee
Credits. Although these tax credit programs are similar, they
are not the same. Article 3J is not a revision to the Lee Act; it
replaces the Lee Act. The distinction is subtle, but significant.

i B P S N A e |

In general terms, Lee Credits are repealed for taxable years
beginning on or after January 1, 2007 and Article 3J Credits
take effect for taxable years beginning on or after January I,
2007.

County Tier Designations (§143B8-437.08)

The Department of Commerce annually ranks the state’s 100
counties based on economic well-being and assigns a tier
designation to each. The 40 most distressed counties are
designated as tier 1, the next 40 are tier 2, and the 20 least
distressed are tier 3, This tier system is incorporated into various
state programs, including Article 3] Credits, to encourage
economic activity in the less prosperous areas of the state.

Urban Progress Zones (UPZ) and Agrarian Growth Zones (AGZ)
Municipalities with a population of at least 10,000 have the ability
to define qualifying areas of poverty as Urban Progress Zones.
Counties that do not have a municipality with a population of at
least 10,000, have the ability to define qualifying areas of poverty
as Agrarian Growth Zones.  Projects located within these zones
receive enhanced Article 3J Credits.

Eligibility (§105-129.83)

To qualify for Article 3J Credits, the following eligibility require-

ments must be met:

1. The primary activity at the business establishment must be an
eligible type of business, which includes:

aircraft maintenance and repair; air courier services hub;
company headquarters that creates at least 75 new
headquarters jobs; customer service call centers;
electronic shopping and mail order houses; information
technology and services; manufacturing; motorsports
facility; motorsports racing team; research and
development; warehousing; and wholesale trade.

2. The average wage of all full-time workers employed by the
taxpayer at the establishment during the taxable year must
meet or exceed the applicable wage standard of the county in
which the establishment is located. Note: There is no wage
standard for taxpayers located in a tier one county.

3. The taxpayer must offer qualifying health insurance for all
full-time positions at the establishment and pay at least fifty
percent (50%) of employee premiums.

4. 'The taxpayer must not have received any significant
environmental violations with the North Carolina Department
of Environment and Natural Resources within the prior five
years.

5. The taxpayer must not have received any “willful” or “failure
fo abate™ serious OSHA violations at the establishment within
the prior three years.

6. The taxpayer may not have overdue taxes.

Credit for Creating Jobs (§105-129.87)

Eligible taxpayers that meet a minimum threshold of new full-time
jobs created during the taxable year may claim a credit for each
new job created. The credit is taken in equal installments over
four years following the year the jobs are created. The job
threshold and the credit amount per job are determined by the tier
designation of the county in which the jobs are created.

C;mnty Tlerszlgnatlgll UPZ/AGZ
Job Threshold 5 10 15 5
Credit per Job | $12,500 | $5,000 $750 | + $1,000

* If the job is filled by a resident of the zone or a long-
term unemployed worker, add an additional $2,000.

Credit for Investing in Business Property (§105-129.88)

Eligible taxpayers may claim a credit based on a percentage of the
cost of capitalized tangible personal property that is placed in
service during the taxable year, in excess of an applicable
threshold.  This credit is taken in equal installments over four
years, beginning the year after the property is first placed in
service. The credit percentage and threshold are based on the tier
designation of the county where the property is placed in service.

Cloun Tle; Desi nat[gn UPZ/AGZ,
Threshold $0 $1million | $Zmillion $0
Credit % 7% 5% 3.5% 7%

Credit for Investment in Real Property ($105-129.89)

Eligible taxpayers that invest at least $10 million in real property
within a three-year period and create at least 200 new jobs within
two years at an establishment located in a tier 1 county are
allowed a credit equal to 30% of the eligible real property
investment. This credit is taken in equal installments over seven
years, beginning the year after the property is used in an eligible
business. To qualify for this credit, the taxpayer must obtain a
written determination from the Department of Commerce.

This summary is not meant to be exhaustive. Taxpavers should review the
Article 3J statutes prior to claiming credits. Taxpayers that are uncertain
about their eligibility or ineligibility to claim credits after reviewing the
Adrticle 3J statutes should consult with the Department of Revenue. No

application is required to claim Article 3.J credits.

NORTH CAROLINA DEPARTMENT OF COMMERCE

Irticte 30 Credit Summary (8. 22.07) doc
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