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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2005

SENATE BILL 1203

Short Title: Agrarian Growth Zones - Bill Lee. (Public)

Sponsors:  Senators Albertson; Bland, Boseman, Cowell, Dorsett, Garrou, Hartsell,
Hoyle, Jacumin, Jenkins, Kerr, Lucas, Malone, Purcell, Snow, Soles, and
Swindell.

Referred to: Finance.

May 10, 2006

A BILL TOBE ENTITLED
AN ACT TO PROVIDE FOR AGRARIAN GROWTH ZONES UNDER THE
WILLIAM S. LEE QUALITY JOBS AND BUSINESS EXPANSION ACT.
The General Assembly of North Carolina enacts:
SECTION 1. Article 3A of Chapter 105 of the General Statutes is amended
by adding a new section to read:
"8 105-129.3B. Agrarian growth zone designation.

(@) Agrarian Growth Zone Defined. — An agrarian growth zone is an area
comprised of one or more contiguous census tracts, census block groups, or both, in the
most recent federal decennial census that meets all conditions in this subsection. A
county may have no more than one agrarian growth zone.

(1) All land within the zone is located in whole within a county that has no
municipality with a population in excess of 10,000.

(2)  Every census tract and census block group that composes part of the
zone has more than twenty percent (20%) of its population below the
poverty level according to the most recent federal decennial census.

(3)  The area of the zone less the smallest census tract included in the zone
does not exceed five percent (5%) of the total area of the county in
which the zone is located.

(b)  Designation. — Upon request of a local government, the Secretary of
Commerce shall make a written determination whether an area is an agrarian growth
zone that meets the conditions of subsection (a) of this section. A determination under
this section is effective until December 31 of the year following the year in which the
determination is made. The Department of Commerce shall publish annually a list of all
agrarian growth zones with a description of their boundaries.
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(c)  Parcel of Property Partially in Agrarian Growth Zone. — For the purposes of
this section, a parcel of property that is located partially within an agrarian growth zone
is considered entirely within the zone if all of the following conditions are satisfied:

(1) Atleast fifty percent (50%) of the parcel is located within the zone.

(2)  The parcel was in existence and under common ownership prior to the
most recent federal decennial census.

(3)  The parcel is a portion of land made up of one or more tracts or tax
parcels of land that is surrounded by a continuous perimeter boundary.

(d) Relationship With Enterprise Tiers. — For the purpose of the wage standard
requirement of G.S. 105-129.4, the credit for investing in machinery and equipment
allowed in  G.S.105-129.9, and the credit for worker training allowed in
G.S. 105-129.11, an agrarian growth zone is considered an enterprise tier one area. For
all other purposes, an agrarian growth zone has the same enterprise tier designation as
the county in which it is located."

SECTION 2. G.S. 105-129.2 reads as rewritten:
"§ 105-129.2. Definitions.

The following definitions apply in this Article:

(1) Agrarian growth zone. — An area designated as an agrarian _growth
zone pursuant to G.S. 105-129.3B.

(1a) Air courier services. — The furnishing of air delivery of individually
addressed letters and packages for compensation, except by the United
States Postal Service.

SECTION 3. G.S. 105-129.6(al) reads as rewritten:

“(al) Fee. — When filing a return for a taxable year in which the taxpayer engaged
in activity for which the taxpayer is eligible for a credit under this Article, the taxpayer
must pay the Department of Revenue a fee of five hundred dollars ($500.00) for each
credit the taxpayer claims or intends to claim with respect to a location that is in an
enterprise tier three, four, or five area, subject to a maximum fee of one thousand five
hundred dollars ($1,500) per taxpayer per taxable year. This fee does not apply to any
credit the taxpayer claims or intends to claim with respect to a location that is in a
development zone as—defined—in—G-S-105-1293A0r agrarian _growth zone. If the
taxpayer claims or intends to claim a credit that relates to locations in more than one
enterprise tier area, the fee is based on the highest-numbered enterprise tier area.

The fee is due at the time the return is due for the taxable year in which the taxpayer
engaged in the activity for which the taxpayer is eligible for a credit. No credit is
allowed under this Article for a taxable year until all outstanding fees have been paid.

The Secretary of Revenue shall retain three-fourths of the proceeds of the fee
imposed in this section for the costs of administering and auditing the credits allowed in
this Article. The Secretary of Revenue shall credit the remaining proceeds of the fee
imposed in this section to the Department of Commerce for the costs of administering
this Article. The proceeds of the fee are receipts of the Department to which they are
credited."

SECTION 4. G.S. 105-129.7(b)(1) reads as rewritten:
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"(1) The physical location of the jobs and investment with respect to which
the credit is claimed, including the enterprise tier designation of the
location and whether it is in a development zone or agrarian growth
zone. In addition, for each individual who fills a job at a location with
respect to which a credit is claimed, the place where the individual
resided before taking the job, including any enterprise tier designation
of that place. In addition, for jobs that are located in a development
zone, the number of those jobs that are filled by residents of the
development zone."

SECTION 5. G.S. 105-129.8 reads as rewritten:

"8 105-129.8. Credit for creating jobs.

(@  Credit. — A taxpayer that meets the eligibility requirements set out in
G.S. 105-129.4, has five or more full-time employees, and hires an additional full-time
employee during the taxable year to fill a new position located in this State is allowed a
credit for creating a new full-time job. The amount of the credit for each new full-time
job created is set out in the table below and is based on the enterprise tier of the area in
which the position is located. In addition, if the position is located in a development
zone or agrarian growth zone, the amount of the credit is increased by four thousand
dollars ($4,000) per job.

Area Enterprise Tier Amount of Credit
Tier One $12,500
Tier Two 4,000
Tier Three 3,000
Tier Four 1,000
Tier Five 500

(al) Positions. — A position is located in an area if more than fifty percent (50%)
of the employee's duties are performed in the area. The number of new positions a
taxpayer fills during the taxable year is determined by subtracting the highest number of
full-time employees the taxpayer had in this State at any time during the 12-month
period preceding the beginning of the taxable year from the number of full-time
employees the taxpayer has in this State at the end of the taxable year.

(@2) Installments. — The credit may not be taken in the taxable year in which the
additional employee is hired. Instead, the credit must be taken in equal installments over
the four years following the taxable year in which the additional employee was hired
and is conditioned on the taxpayer's continued employment in this State of the number
of full-time employees the taxpayer had upon hiring the employee that caused the
taxpayer to qualify for the credit.

If, in one of the four years in which the installment of a credit accrues, the number of
the taxpayer's full-time employees in this State falls below the number of full-time
employees the taxpayer had in this State in the year in which the taxpayer qualified for
the credit, the credit expires and the taxpayer may not take any remaining installment of
the credit. The taxpayer may, however, take the portion of an installment that accrued in
a previous year and was carried forward to the extent permitted under G.S. 105-129.5.
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(a3) Transferred Jobs. — Jobs transferred from one area in the State to another area
in the State are not considered new jobs for purposes of this section. If, in one of the
four years in which the installment of a credit accrues, the position filled by the
employee is moved to an area in a higher- or lower-numbered enterprise tier, or is
moved from a development zone or agrarian growth zone to an area that is not a
development zone or agrarian growth zone, the remaining installments of the credit
must be calculated as if the position had been created initially in the area to which it was
moved.

(b)  Repealed by Session Laws 1989, c. 111, s. 1.

(b1), (c) Repealed by Session Laws 1996, Second Extra Session, c. 13, s. 3.3.

(d)  Planned Expansion. — A taxpayer that signs a letter of commitment with the
Department of Commerce to create at least twenty new full-time jobs in a specific area
within two years of the date the letter is signed qualifies for the credit in the amount
allowed by this section based on the area's enterprise tier and development zone or
agrarian growth zone designation for that year even though the employees are not hired
that year. In the case of an interstate air courier that has or is constructing a hub in this
State and in the case of an eligible major industry, the applicable time period is seven
years. The credit shall be available in the taxable year after at least twenty employees
have been hired if the hirings are within the applicable commitment period. The
conditions outlined in subsection (a) apply to a credit taken under this subsection except
that if the area is redesignated to a higher-numbered enterprise tier or loses its
development zone or agrarian growth zone designation after the year the letter of
commitment was signed, the credit is allowed based on the area's enterprise tier and
development zone or agrarian growth zone designation for the year the letter was
signed. If the taxpayer does not hire the employees within the applicable period, the
taxpayer does not qualify for the credit. However, if the taxpayer qualifies for a credit
under subsection (a) in the year any new employees are hired, the taxpayer may take the
credit under that subsection.

(e), (f) Repealed by Session Laws 1996, Second Extra Session, c. 13, s. 3.3."

SECTION 6. G.S. 105-129.9 reads as rewritten:
"8 105-129.9. Credit for investing in machinery and equipment.

(d)  Expiration. — As used in this subsection, the term "disposed of" means
disposed of, taken out of service, or moved out of State.

If, in one of the seven years in which the installment of a credit accrues, the
machinery and equipment with respect to which the credit was claimed are disposed of,
the credit expires and the taxpayer may not take any remaining installment of the credit
for that machinery and equipment unless the cost of that machinery and equipment is
offset in the same taxable year by the taxpayer's new investment in eligible machinery
and equipment placed in service in the same enterprise tier, as provided in this
subsection. If, during the taxable year the taxpayer disposed of the machinery and
equipment for which installments remain, there has been a net reduction in the cost of
all the taxpayer's eligible machinery and equipment that are in service in the same
enterprise tier as the machinery and equipment that were disposed of, and the amount of
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this reduction is greater than twenty percent (20%) of the cost of the machinery and
equipment that were disposed of, then the taxpayer forfeits the remaining instaliments
of the credit for the machinery and equipment that were disposed of. If the amount of
the net reduction is equal to twenty percent (20%) or less of the cost of the machinery
and equipment that were disposed of, or if there is no net reduction, then the taxpayer
does not forfeit the remaining installments of the expired credit. In determining the
amount of any net reduction during the taxable year, the cost of machinery and
equipment the taxpayer placed in service during the taxable year and for which the
taxpayer claims a credit under Article 3B of this Chapter may not be included in the cost
of all the taxpayer's eligible machinery and equipment that are in service. If in a single
taxable year machinery and equipment with respect to two or more credits in the same
tier are disposed of, the net reduction in the cost of all the taxpayer's eligible machinery
and equipment that are in service in the same tier is compared to the total cost of all the
machinery and equipment for which credits expired in order to determine whether the
remaining installments of the credits are forfeited.

The expiration of a credit does not prevent the taxpayer from taking the portion of an
installment that accrued in a previous year and was carried forward to the extent
permitted under G.S. 105-129.5.

If, in one of the seven years in which the installment of a credit accrues, the
machinery and equipment with respect to which the credit was claimed are moved to an
area in a higher-numbered enterprise tier, or are moved from a development zone_or
agrarian growth zone to an area that is not a development zone or agrarian growth zone,
the remaining installments of the credit are allowed only to the extent they would have
been allowed if the machinery and equipment had been placed in service initially in the
area to which they were moved.

(e)  Planned Expansion. — A taxpayer that signs a letter of commitment with the
Department of Commerce to place specific eligible machinery and equipment in service
in an area within two years after the date the letter is signed may, in the year the eligible
machinery and equipment are placed in service in that area, calculate the credit for
which the taxpayer qualifies based on the area's enterprise tier and development zone or
agrarian growth zone designation for the year the letter was signed. In the case of an
Interstate air courier that has or is constructing a hub in this State and in the case of an
eligible major industry, the applicable time period is seven years. All other conditions
apply to the credit, but if the area has been redesignated to a higher-numbered enterprise
tier or has lost its development zone or agrarian growth zone designation after the year
the letter of commitment was signed, the credit is allowed based on the area's enterprise
tier and development zone or agrarian growth zone designation for the year the letter
was signed. If the taxpayer does not place part or all of the specified eligible machinery
and equipment in service within the applicable period, the taxpayer does not qualify for
the benefit of this subsection with respect to the machinery and equipment not placed in
service within the applicable period. However, if the taxpayer qualifies for a credit in
the year the eligible machinery and equipment are placed in service, the taxpayer may
take the credit for that year as if no letter of commitment had been signed pursuant to
this subsection.”
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1 SECTION 7. This act is effective for taxable years beginning on or after
2 January 1, 2006, and applies to business activities occurring on or after that date.
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