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CIRCUMSTANCES WHICH REQUIRE RULE

The Enterprise Zone Act provides inncvative tax credits
Lo certain gualified businesses to stimulate eccnomic activity in
certain depressed ares in West Virginia. This rule 1s necessary
to provide extensive and necessary guidance as to how the zones
will be established and how certain businesses in such zones can
utilize the tax benefits.
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SUMMARY

THese legislative rules [hereinafter referred to as the "Rules”]
are promulgated to provide for the general administration of the Enterprise
Zone Authority Act [hereinafter referred to as the "Act"]. The Act was
enacted to encourage new economic activity in certain economically depressed
areas of the state of West Virginia by making various tax credits, exemptions,
and reductions available to certain gqualified businesses located in enterprise
zones. The Act creates the Enterprise Zone Authority and grants the
Authority power to designate certain areas as enterprise zones and certify
certain businesses as qualified businesses. These Rules provide guidelines
for the creation of the Enterprise Zone Authority, computation of various tax
benefits, application procedure for the designation of an enterprise zone, the
designation of such zone by the Enterprise Zone Authority and the application

procedures for certification of a qualified business.




Section 1. Geaneral
1.1 Scope n - .

These legislative rules [hereinafter referred to as the "Rules"]
are promulgated to provide for the general administration of the Enterprise
Zone Authority Act [hereinafter referred to as the "Act"]. The Act was
enacted to encourage new economic activily in certain economically depressed
areas of the state of West Virginia by making various tax credits, exemptions,
and reductions avzilable to certain qualified businesses located in enterprise
zones. The Act creates the Enterprise Zone Authority and grants the
Authority power to designate certain areas as enterprise zones and certify
certain businesses as qualified businesses. These Rules provide guidelines
for the creation of the Enterprise Zone Authority, computation of various tax
benefits, application procedure for the designation of an enterprise zone, the
designation of such zone by the Enterprise Zone Authority and the application
procedures for certification of a qualified business.

1.2 Autherity

These legisiative rules are issued under the authority of West
Virginia Code § 28A-1-2(d), and § 5B-2B-3(4).

1.3 Filing Date

These legislative rules were promulgated and filed in the Office
of the Secretary of State on

1.4 Effective Date

These legislative rules became effective on

Section 2. Definitions

As used in these Rules, unless the context clearly indicates
otherwise:

2.1 Act shall mean the Enterprise Zone Authority Act, Article 2B,
Chapter 5B of the Code.

2.2 Applicant shall mean that person, corporation or other entity
making application for certification as a qualified business.

2.3 Authority shall mean the Enterprise Zone Authority of West
Virginia as created pursuant to § 5B-2B-3 of the Code and Section 2 of these
Rules.

2.4 Authorized Tax Benefits shall mean those tax credits, exemptions,
and reductions allowed pursuant to § 5B-2B-5 of the Code and Section 4 of
these Rules.




2.5 Authorized Tax Credit shall mean an offset in which the taxpayer
is allowed a deduction from his tax computed pursuant fo Sectiona4 of these
Rules,

2.5 Authorized Tax Exemption shall mean the immunity of a taxpayer

from the imposition of a tax in whole or in part.

2.7 Authorized Reduction in Taxes shall mean a reduction in payment
of a certain percentage of a tax owed as allowed by Section 4 of these Rules.

2.8 Calendar vear shall be that year ending December 31.

2.9 Certification or Recertification shall Jnean the defermination or

annual redetermination by the Authority ’cha’c an_applicant_satisfies or
_c_o_n_;tl_n.gg.s_tg_s.a.tl.six ‘the requwements for desmnat:on _a5 a qualrFled busmess_,_f\

2.10 Certification vear shall mean that vyear in which a qualified

business first obtains an Enterprise Certificata.
2.117 Code shall mean the Code of West Virginia of 1331, as amended.

2.12 Complete Application shall mean an "application to be designated
an Enterprise Zone. which contains all of the information required by
Subsection 5.1.3 of these Rules and is ready for review by the Authority.
The fact that the Authority may require additional or clarifying information
shall not cause such application to be deemed incomplete.

2.13 Continuing Evaluation Program shall mean ,a_ program of the
A Authority which provides for the continuocusareview xand evaluation of the

Enterprise Zone program to ensure thatthe Act is encouraging new economic

activity in those depressed areas of the State which have been designated as
an Enterprise Zone:,and that the purposes of the Act are being furthered,

2.14 Criteria for Designation as an Enterprise Zone shall mean the
requirements necessary to be designated an enterprise zone as set forth in
Section b of these Rules, .

2.15 Decertification shall mean the revocation of enterprise zone status
by the Autherity, in accordance with Subsection 7.5 of these Rules.

2.16 Designation shallypean thepefficial identification by the Authority
ihat a certain area within the State s an Enterprise Zone,

2.17 Economically Depressed Area shall mean any area or areas of a
city, county, or of the State of West Virginia which are considered areas of
pervasive poverty, unemployment and economic distress pursuant to,égg_t_l_g_{l T
of these Rules.

2.18 Eligible Property shall mean the following tvpes of property which
wereA_p_u_r;c_b_am by a Qualified Business after the designation of the
enterprise zone in which such Qualified Business is located:
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(1) Any tangible personal property having its permanent
business situs in the enterprise zone and used by the
taxpayer in the active conduct of a trade or business;

(2) Inventory held for sale or use by the taxpavyer in the
enterprise zone;

(3) Anvy real property located in such zone which:

(i) Was used predominantly by the taxpayer in the
active conduct of a trade or business;

(ii) Was the principal residence of the taxpayer on the
date of the sale or exchange; ot

{4) Any property, the purchase of which by a gqualified
i Arise to any authorized tax
benefits, , which is thereafter ppurchasgd by aaqualified
business, shall not be eligible property in the hands of the
acquiring qualified business and shall not give rise to any
authorized tax benefits to such acquiring qualified

busmess mmggmmum_m.m

Wil sant,

2.19 Enterprise Certificate shall mean that decument issued by the
Authority which signifies certification of a qualified business. '

2.20 Enterprise Zone shall mean those economically depressed areas
designated by the Authority which meet the requirements set out in Section &
of ‘these Rules.

2.21 Exemption Certificate shall mean the certlﬂcate described in § 11~
15-8C and § 11-15A-3¢ of the Code,.

2.22 Governing Authority shall mean the municipal government if all
of the land comprising the enterprise zone is located within that municipality.
If any of the land situated in the enterprise zone is located outside of a
municipality, then the acounty commission of such county shall be the
governing authority. I[f the enterprise zone consists of land located in two or
more counties, then the county,commissions of each such county, acting
jointly {each count I have equal_governance irrespecti
of commissioners in any county}, shall be the governing authority.

2.23 Person shall mean any individual, firm, partnership, limited
partnership, copartnership, joint venture, association, corporation, municipal
corporation, organization, receiver, estate, trust, guardian, executor,
administrator, and any officer, employee or member of any of the foregoing
who, as such officer, employee or member, is under a duty to perform or is
responsible for the performance or nonperformance of the act in respect of
which a violation occurs under this article.




2.24 Qualified or New Emplovee shall mean any employee of a_qualified

business who works at least thirty-five hours per week, or is otherwise
employed in a full time capacity, by a quallfled busmess and is a resident of
West Virginia.

2.25 <Qualified Business shall mean any busine_ss’.\enqaqed in_the active
conduct of a trade or business jn an enterprise zone which meets the

recuu‘pmpnfq of C;c-r't'mn S5R-?R- 2(;:! Qf :the nge ang Sggmgn 8 of these Rulgg

ness pursuant to

Sectlon E) ofthese Rules.
2.26 Purchase shall mean any acquistion of property, but only if:

{A) The property is not acquired from a person whose
relationship to the person acquiring it would result in the
disaliowance of decutions under Section 267 or 707(b} [26
U.S.C. 8§ 267 or 707(b)] of the United States Internal
Revenue Code of 1928, as amended, and in effect on the
first day of January, one thousand nine hundred eighty-
aight.

(B) The property is not acquired by one component member of
a controlied group from another component member of the
same controlled group. The Authority can waive this
requirement if the property was acquired from a related
party for its then fair market value; and

(CY The basis of the property for federal income tax purposes,
in the hands of the person acquiring it, is not determined:

(1) In whole or in part by reference to the federal
adjusted basis of such property in the hands of the
person from whom it was acquired; or

(2) Under Section 1014(e) [26 U.S.C. § 1014(e)] of the
United States Internal Revehue Code of 1986, as
amended, an in effect on the first day of January,
one thousand nine hundred eighty-eight.

2.27 Renewal Application shall mean the application submitted by a

gualified business for recertification.

2.28 Resident shall mean anvygl i whose permanent residence is
Iocated within the Enterprise Zone and is a resident of the state as defined

for personal income fax purposes under W.Va. Code § 11-21-1 et seq.

2.29 Rules shall mean these legisiative rules promulgated to provide
for the general administration of the Act.

2.30 State shall mean the State of West Virginia.



2.31 Tax Year shall mean the taxable year of the qualified business.

Section 3. Creation of Enterprise Zone Authority

3.7 General Procedure

For the purposes of administering this Act thera shall be created
the Enterprise Zone Authority which shall consist of seven members.

3.2 Authority Members Appointed by Governor

Six members of the Authority shall be appointed by the governor
of West Virginia, with the Senate's advice and consent, in the fellowing
manner:

3.2.1 The governor shall appoint one member from a list of three
names submitted by the West Virginia labor-management advisory council.
This councii shall provide a list of three well-qualified persens for the
governor's consideration. Said list shall be submitted upon conclusion of the
previous member's term.

3.2.2 The governor shall appoint one member from a list of three
names submitted by the West Virginia municipal league. The municipal league
shall provide a list of three well-qualified persons for the governor's
consideration. Said list shall be submitted upon conclusion of the previous
member's term.

3.2.2 The governor shall appoint one member from a list of three
names submitted by the West Virginia association of county officials. The
association shall provide a list of three well-qualified persons for the
governor's consideration. Said list shall be submitted upon conclusion of the
previous member's term.

3.2.4 The governor shall appoint three persons to serve as at-large
members. No more than two of these three members shall be from the same
political party.

3.3 Other Authority Members

The director of the governor's office of community and industrial
development, or the directer’'s desingee, shall serve as a member and
chairperson of the Authority.

3.4 Terms of Authority Members

The term of service for these Authority members appointed by
the governor shall be as follows:

3.4.1 Generally, the term of service for Authority members shall be
four years, commencing on the date of appointment.




2.4.2 The exception to the four vyear general rule is that those
members initially appointed by the governor shall serve in the following
manner: Three members will serve for a term of one vyear; two will serve for
a term of two vears; and one member will serve for a term of three yesars.
The governor shall have sole discretion in determining the terms for his
initial appointees. _Each member shall _serve untll a successor is appointed

death, resignation, g tg. B

3.4.3 All actual and reasonable expenses incurred by Authority
members whlle performing 'thelr duties shall be reimbursed in _accordange with
However, this reimbursement deces not

apply to the chairperson.
3.5 Powers of the Authority

The Authority shall have the following powers and duties
pursuant to the Act:

3. 5 1 The Author‘lty shall have the power and duty to certify that an
the criteria for

demgna’uonas anenterprlse zone,\ Thlsncettfma-i-igm shall be issued safier
review of a complete application submifted by a governing authority as

provided in Subsection 6.2 of these Rules.

3.5.2 The Authority shall have the power and duty to assure that the
enterprise zone program is being implemented properly; that is, to assure
that the program is encouraging new economic activity and revitalization in
depressed arsas of the state. All reports, suggestions and comments for
possible legislative consideration concerning the pregram shall be submitted
by the Authority to the governor’s office no later than the  first davy of
sDecamber of each year.

3.5.3 The Authority shall have the power and duty to conduct a
continuing evaluation program of enterprise zones to assure that the purpose
of the enterprise zone program is being furthered.

3.5.4 The Authority shall have the power and duty to assist all local
governments in obtaining federal status as an enterprise zone.

3.5.5 The Authority shall have the power and duty to prepare
guidelines to assist any qualified business located in an enferprise zone in
obtaining the benefits of any incentive or inducemsnt program provided by
state or federal law. The Authority shall also certify qualified businesses
pursuant to Section 8 of these Rules, thereby making them eligible for
authorized tax benefits pursuant to Section 4 of thesa Rules.

3.5.6 The Authority shall have the power and duty fo assist the
governing authority of a particular enterprise zone in gaining assistance from
West Virginia governmental agencies. This assistance includes, but is not
limited to, training and technical assistance fo qualified businesses within an
enterprise zone.




2.5.7 The Authority shall have such other powers and duties as may

be prescribed by _law,

3.6 Duties of the Authority

The Authority shall have the following duties pursuant to the
Act:

3.6.1 The Authority shall have the duty to provide relevant
information and appropriate assistance to those persons wishing to locate or
expand their business in an enterprise zone. Such assistance shall include
information regarding state licenses, permits, certificates, approvals,
registrations, charters and all other permission forms required by law fo
engage in business in the State of West Virginia. it should be noted,
however, that the authority for determining issuance of any of the
aforamentioned requested permission forms shall remain with the state agency
legally authorized by the laws of this state to issue the permission form
required.

3.6.2 The Authority shall have the duty to formulate and make
available an application form which shall be used to apply for enterprise zone
status and an appliction form which shall be used to apply for qualified
business status.

3.6.3 By a vote of a majority of the members of the Authority,
economically depressed areafor which a complete application shall have Qeen
submitted, shall be designated an enterprise zone.

3.6.4 The Authority shall have the duty to keep all applications on file
as a repository of information to be made available to other applicants as well
as to assist the Authority in carrying out its duties pursuant to the Act and
these Rules.

Section 4. Authorized Tax Benefits
4.1 General Rule.

As long as a qualified business remains certified asa_gualified
business, it shall be entitled to the authorized tax benefits contained in this
section for a minimum period of three taxable vyears or as long as the
enterprise zone retains its designation, whichever is longer.

4.2 Allowable Credits.

A qualified business shall be allowed a credit against the sum of
the taxes imposed on it articles pJl2-A, Al3, AI3-A,
Al3-B, 21 andkz_ﬂt [&88 '!1 12A-1 et seq., repealed; 11-13-1 et seq.; 11-13A-1 e't
seq.; 11-13B-1 et seq.; 11-21- T at seq. and 11-24-1 et seq.].achapter 11 of
this Code, equal to 'Flfi'y percent (50%) of the amount of interest expense it
accured or paid during the tax year upon a loan {or refinancing thereof), the
proceeds of which were used to purchase eligible property afier the date the




4.2.1 The amount of the allowable credit shall be applied to the taxes
identified in Subsection 4.2 in the order specified in that Subsection.

4.2.2 If any credit remains after application of Subsection 4.2.1, the
amount thereof shall be forfeited. No carryover or carryback shall be allowed
for the amount of any unused portion of the credit.

4.3 Exemptions.

The sale of building materials for use by the purchaser in
remodeling or rehabilitating a_building or other sfructure located in an_
enterprise zone or for new construction in an enterprise zone and the sale of
newpor used equipmen’cﬁ machinery, which have a permanent tax situs in the
enterprise zone, shall be exempt from the taxes imposed by articles 13 and
15-A. . .chapter 11 of this Code, when purchased by a qualified business for
use in the enterprise zone. To claim exemption from tax, the purchaser must
give the seller a properly executed exemption certificate claiming exemption
from tax under this provision gr the =urchaser's West Virginia direct pay

permit number.

4.4 Reduction in Taxes.

A qualified businessp located within an enterprise zone who
purchases one or more motor vehicles for predominate use in an enterprise
zone from a seller located within West Virginia shall receive a fifty percent
(50%) reduction in the amount ofstax imposedaby article 3, chapter 17A of the

Code pon the privilege of titling such vehicles,

4.5 Tax Credit for Unemployment Compensation Taxes.

A qualified business shall be allowed a credit against its
corporate net income tax liability or personal income tax liability, equal to the
amount of unemployment compensation taxes paid under Article five, Chapter
21A of the Code, upon new employees hired after the designation of an
enterprise zecne who are: (i) residents of an enterprise zone; or (ii)
individuals who have been unemployed for at least twelve menths immediately
prior to obtaining employment with the business; or (iii) individuals who have
received public assistance benefits for at least twelve months immediatley
prior to obtaining employment with the business.

4.6 Net Operating Loss Carry Forward.

Qualified businesses may carry forward net operating losses
generated in an enterprise zone after an area has been designated as an
enterprise zone for the longar of the following two periods: (1) the period of
axistence of the enterprise zone in which the qualified business is loccated or
{2) the period zllowed under articles twenty-one or twenty-four [§§8 11-21-1
et seq.; and 11-24-1 et seq.] chapter eleven of the Code.

-




4.7 Sale or Exchange of Equity Interests

The sale or exchange of part or all of the equity interests in a
corporation, partnerhsip, or other entity, shall not adversely effect its
certification or recertification as a qualified business as long as all other
requirements are satisfied.

4.8 Examples of Tax Benefits

The following examples illustrate the availability and use of
authorized tax benefits,

Example 1

On January 15, 1988, Enterprise Zone A recieved it designation
from the Authority. On January 30, 1988, Corporation Q, which is located in
Zone A, was certified as a qualified business and received its Enterprise Zone
Certificate. Corporation Q, a calendar vyear taxpayer, was liable for the
following taxes for its tax year ended December 31, 1988:

Corporate Net Income Taxes (CNIT) $2,000.00
Business Franchise Tax (BFT) 200.00
Unemployment Compensation Taxes (UT) 300.00

(on new employees hired after
designation of enterprise zone A)

Total $2,500.00

During 1288, Corporation A made the following purchases after January 30,
1888 (the date of certification as a qualified business):

Interest
Purchase Paid in
Price 1988

Inventory for sale in enterprise $ 5,000.00 $500.00
zone A {"Zona A")
Real property located within Zone A $ 3,000.00 $300.00
to be used in trade or business
Tangible Personal Property with a situs $ 2,000.00 $200.C0
outside Zone A
Truck from seller located in West Virginia $10,000.00
(Motor Vehicle Privilege Tax $500.00)
Materials to Remodel Warehouse in Zone A $ 5,000.00

Corporation A also hired several new employees after the designation of Zone
A and paid $300.00 in unemployment compensation taxes relating to them.




The tax benefits Corporation A is entitled to under this act would be:

1. A tax credit of $400.00 computed as follows:

Inventory
£500.00 interest x 50%

n

$250.00 eligible for credit

Real Property

$300.00 interest x 50% = $150.00 eligible for credit

2. An exemption from Consumer Sales Taxes for the purchase of
materials to remodel its building located in Zone A, provided Corporation A
presents a properly executed exemption certificate to the seller.

3. A tax reduction in the amount of $250.00 against its motor vehicle
privilege tax computed as follows:

Tax ' -
$500.00 x 50% = $250.00 Reduction
4, A tax credit in the amount of $300.00 relating to the
unemployment compensation taxes paid for the new employees, which credit

may be applied against its CNIT liability.

Corporation A's tax benefits would yield the following resulis:

CNIT

Tax before credit $2,000.00
Less credit (40G.00)
Less credit (300.00)
Tax Owed $1,3C0.00
BFT

Taxes before credit $ 200.00

Less Credit {0.€0)
Tax Owed $ 200.00

Motor Vehicle Privilege Tax

Tax before reduction $500.00

Reduction (250.00)

Tax owed $250.00
Example 2

Enterprise Zone Z was designated as an enterprise zone on
December 31, 1988 by the Authority. individual B, is a sole proprieter, and
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has been doing business in Enterprise Zone Z for many vyears. B, doing
business as a sole proprietor, receives an enterprise certificate issued by the
Authority and effective as of January 30, 1981. B's tax year ends on
Dacember 31, and is liable for the following taxes for his tax wyear ended
December 31, 1991--personal income  tax--%$2,500 and unemployment
compensation tax (UT)--$500--Total--$3,000.

These purchases were made on the following dates, and loans
were incurred for each purchase:

Date of Purchase fnterest Paid or
Acquisition " Price Accrued In 1991
Real property purchased for
use in trade or business in
Zone 7 06/30/90 $100,000 8,000
Inventory purchased for
sale in Zone Z 01/19/91 $ 50,000 $4,800
Truck purchased from
seller in West Virginia
for use in Zone Z 01/10/91 $ 5,000 $ 250
Equipment purchased with
a site in Zone Z - 06/30/91 $ 80,000 34,000
Building materials
purchased te construct
industrial structure in
Zone Z — 03/20/91 $ 25,000 $1,800

Also, B hired two employees in February of 1990, who are
residents of Zone Z, and paid unemployment tax relating tco these employees
in 1997 in the amount of $200.

The above described purchases and payment of unemployment tax
received the tax benefits and tax treatment as described below.

No tax credit is allowed due to interest expenses related to the
real property as it was purchased prior to January 30, 1991, the effective
date of B's enterprise certificate.

No tax credit is allowed due to the interest expense relating to
the inventory as it was purchased prior to January 30, 18381, the effective
date of B's enterprise certificate.

As the truck was purchased prior to January 30, 1991, no credit

is allowed due to the interest expense relating to the truck and there is no
reduction in the motor vehicle tax to be paid relating to this truck.
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The equipment was purchased after January 30, 1881 and B
would receive a credit of $2,000, being 50% of the $4,000 interest expense
paid in 1981, which credit is applied against B's personal income tax liability.
Further, there would be no sales or use tax pavable on ihis purchase upon
tendering an exemption certificate.

The building materials were purchased after January 30, 1891
and B would receive a credit of $900, being 50% of the $1,800 interest expense
paid in 1991 relating to the,building maferials, which credit would be applied
against B's personal income taxes. Further, there would be no sales or use
tax payable on the purchase of these building materials upon tendering of an
exemption certificate.

The amount of the unemployment compensation tax of $200 is
allowed as a credit against B's personal income taxes.

Personal Income Tax Liability Before Credits $2,500
Less Credit {Interest on Equipment Loan) ($2,000)
Less Credit (Interest on Building Materials Loan) (s 900)

Less Credit {Unemployment Tax Paid on
Residents of Zone Z hired after designation

of Zone Z) (¢ 200}
Total Credits {$3,100)
Personal Income Tax Liability $-0-

Note that the $600 credit which was not used in 1991 cannot be
carried back or forward to any tax vears. No refund claim can be made by B
for the year 1989 relating to the unemployment tax paid in 1983. Further, B
is not allowed any authorized tax benefits arising by reason of his exemption
enhterprise certificate relating to any tax liability in the year 1988.

Example 3

The same facts exist as in Example #2 above, except that B
applies for recertification in the year 1932 and B's enterprise certificate is
revoked because B does not meet the qualifications for a gualified business in
the vear 1992. B would not be enftitled to any tax benefits during the entire
year 19892 since B did not receive recertification for the year 1982. To the
extent that B purchased any truck or building materials and got a reduction
in motor vehicle's tax or sales or use fax in 1992 that amount would have to
be paid back to the State Tax Department or Department of Motor Vehicles.
Further, no credit would be allowed by reason of B's enterprise certificate,
due to the fact that recertification was not approved.
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Example 4

Enterprise Zone Z is designated in calendar year 1988. In 1999
Corporation A locates within Enterprise Zone Z and actively conducts its
trade or business and is certified as a gualified business in 1983. In 2000
Enterprise Zone Z has its designation removed by the Authority pursuant to §
5B-2B-9(c) of the Code. As long as Corporation A retains its certification as
a qualified business, it is entitled to the authorized tax benefits provided in
this section for its tax vears of 1999, 2000 and 2001.

Section 5. Administrative Regulation Exemptions

5.7 Promulgating Regulations.

Any administrative body which promulgates administrative
regulations pursuant to chapter twenty-nine-a [8§ 29A-1-1 et seq.] of this
Code, may, by regulation, exempt persons located in enterprise zones from
the provisions of any regulation, in whole or in part, promulgated by that
administrative body in order to create new jobs, stimulate economic activity
and attract private secter investment into economically depressed areas of the
state.

5.2 Health and Safety Considerations.

The administrative body responsible for promulgating and
enforcing its regulations shall not exempt persons located in_an enterprise
zonep from the provisions of any regulation if the administrative body
determines that such exemption endangers the health and safety of this State.

5.3 Review by Authority.

The authority shall conduct a review of applicable state
regulations for each qualified business and shall recommend to the
appropriate administrative bodies the exemption of regulations promulgated by
such body which would contribute to the impiementation of this article.

5.4 Procsdure.

Any exemption of a regulation in enterprise zones promulgated in
order to carry out the purpose of this subsection shall be adopted by
regulation in the manner provided by chapter twenty-nine-a [88 28A-1-1 et
seq,] of this code.

Section 6. Application Process For Designatien as an Enterprise Zone

6.1 General Regquirements

It is the duty of the municipal or county,commission by act of the
respective governing authority to classify any area or areas within their
jurisdiction jas an economically depressed area, and to make written
application to the Authority to have such area or areas desighated an
enterprise zone.
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6.1.1 When a county iss] classifies an area,as an economically
depressed area, and said area includes a municipzality or part thereof, the
county,commission must receive written permission from the governing body
of such municipality before the municipality or part thereoi can be included in
the economically depressed area,

6.1.2 Complete applications shzll be signed and verified by the
governing authority and consist of the following information:

(1) A complete description of the location of the area or areas,
including the geographical boundaries of the area or areas which
shall constitute the enterprise zone., This description shall
demonstrate that such area has a continuous boundary or
consists of noncontinguous tracts commonly owned by a municipal
or county government or a local development authority.

{2) Information as to whether the area is one of pervasive poverty,
unemployment and econcomic distress as described in Subsection
7.1.2 of these Rules.

{(3) Such other information _as may be requested by the Authority.

6.1.3 Review of Application The Authority shall record the date of
filing of the application with the Authority. Upon receipt of an application,
the Authority shall review the application to determine if it is complete. Such
determination shall be made within 45 days of the application’s receipt. In
the event that the Authority determines an application to be incomplete, the
Authority shall notify the governing authority, in writing, of the reasons for
such determination and shall return the incomplete application to the
governing authority. The authority may resubmit the application at any time
after correcting the deficiencies stated in the Notice. If the initial filing was
substantially complete, the time of filing for the resubmitted application, for
purposes of review by the Authority, shall be the time of the initial filing. |If
the initial riling was not substantially complete, the time of filing shall be the
date and time when the resubmitted application is received by the Authority.

6.1.4 False Information. The submittal of any false or misleading
information by a governing authority will be grounds for rejection of the
application and denial of further consideration for qualification, in addition to
any other penalties provided by law.

6.1.4.1 Upon determination by the Authority that an application is
complete, the Authority shall place the complete application on the agenda of
the next regularly scheduled Authority meeting.

6.2 Review of Complete Application

Upon receipt of a complete application, the Authority shall review
the application submitted to determine whether the area or areas described in
the application qualify to be designated as an enterprise zone.
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6.2.1 The Authority shall complete its review of a complete application
within one hundred twenty (120) days after receipt of the application. This
period may be extended, however, for an additional sixty (60) days for good
cause.

6.3 Designafion As An Enterprise Zoné

When an area is designated as an enterprise zone, the Authority
shall notify the governing authority, in writing, of the designation. _Such

designation _shall also be filed in the State Register and forwarded to the
State Tax Commissioner, The date upon which a designation shall be

effective is the date upon which the Authority forwards notification of the
designation to the governing authority of such enterprise zone.

6.4 Denial of Application

After a review pursuant to Subsection 6.2 of these Rules, the
Authority shall deny any and all applications for designation where an
enterprise zone does not meet the requirements specified in Subsection 5.1.3.
Upon denial of an application, the Authority shall inform the governing
authority in writing that: (1) the application has been denied, and (2) the
reasons why such application was denied.

6.4.1 Failure of an applicant to receive designation as an enterprise
zohe does not preclude application in the following vears.

Section 7. Dasignation Requirements for Enterprise Zones

7.1 Requiremants

To be designated an enterprise zone, any area or areas of a
A_mu_nj_gj_gm, county, or of the state shall meet the following requirements:

7.1.1 Geographical Requirements The area or areas shall have a
coentinuous boundary or consist of noncontiguous tracts commonly ownad by a
municipal or county government or a local development authority.

7.1.2 Economic Requirements The area or areas shall encounter
parvasive poverty, unemployment and economic distress. An area meets this
reguirement if:

(1) The average rate of unemployment in such area for the
most recent eighifeen-month period for which data pls.
available was at least one and one-half times the average
national rate of unemployment for such eighteen-month
period;

{2) At least seventy percent (7C%) of the residents living in
the proposed enterprise zone have incomes below eighty
percent of the median income of the residents of the county
or counties requesting designation as certified in a
statistical report prepared by the state tax department; or
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(3)

The population of all census tracts in the area decreased
by ten percent (10%) or more between the two most recent
decennial United States census and the city or county
requesting designation eutablishes to the satisfaction of the
authority that either: (i) Chronic abandonment or
demolition of commercial or residential structures exist in
the area; or {ii) Substantial tax delinquencies relating to
ad valorem real property taxes of commercial or residential
structures exist in the area.

7.2 Preferences

In deciding which areas should be designated as enterprise
zones, the Authority shall give preference to:

(1

(2)

(3)

Areas with the highest levels of poverty, unemployment,
and genearal economic distress;

Areas which have the widest support from the community,
residents, loczl businesses, private organizations and the
government seeking designation; and

Areas for which the government seeking designation has
made or will make the greatest effort to encourage economic
activity and remove impediments to job creation, including,
but not limited to, a reduction of tax rates or fees an
increase in the level or efficiency of local services and a
simplification or streamlining of governmental requirements
on empleyers or employees, taking inte account the
resources available to such government to make such
efforts.

7.2 Designation of Enterprise Zones

Designation shall be made by the Authority pursuant +fo
Subsection 6.3 of these Rules,

7.3.1 Limitations upon designation shall consist of the fellowing:

(i}

(i)

(iii)

(iv)

In 1987 the Authority may designate not more than five (5)
enterprise zones.

In 1988 the Authority may designate not more than five (5)
enterprise zones.

In 1988 the Authority may designate not more than five (5)
enterprise zones.

In 1980 the Authority may designate not more than three
{3) enterprise Zohes.
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(v) Designation shall remain in effect during the period
beginning on the date of designation and ending on
December 31 of the twentieth year following the vyear of
designation.

However, notwithstanding the provisions contained in Subsection
6.3 of these Rules, for purposes of the limitations described in this
Subsection 7.3.1, the Authority may treat the year of designation as the vyear
in which a complete application is received by the Authority, even though
actual designation by the Authority is made the next calendar vear.

7.4 Removal of Designation

If during anyagalendar yearaany areapdesignated as an enterprise
zone no longer meets the requirements for designation as set forth in
Subsection 7.1 of these rules, the Authority may remove the designation of
enterprise zone status from such arsa, by forwarding written notification to
such governing authorlty Provided, That no deannatlon shall be removed

7.4.1 Notice., If the Authority, after such ten vear period described
in Subsection 7.4, determines that an enterprise zone no longer mests the
reguirements set forth in Subsection 7.1 of these Rules, the Authority shail
give the government written nctice of such determination and the enterprise
zone shall have its designation removed in ninety (90) days from the date of
mailing of such notice unless the governing authority can present sufficient
evidence that all of such requirements are satisfied.

7.4.2 Notice of Removal of Designation. If the Authority determines at
the end of such ninety day period that the enterprise zone doas not meet all
of the requirements set forth in Subsection 7.1 of these Rules, the Authority
shall send a notice of canceliation of the designation of an enterprize zone to
the governing authority, to the State Tax Commissioner,ato the Department of

Motor Vehicles and fo the State Register for filing.

Section 8. Application Process for a Qualified Business

8.1 Who may apply.

Any person engaged in the active conduct of a trade or business
in an enterprise zone in West Virginia may apply to_the Authoritv to be
classified as a qualified business.

8.2 How to apply.

Any person which satisfies the requirements of the Act may apply
to be classified as a qualified business by presenting a written application to
the Authority,

8.3 Certification Requirements.
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The application shall be signed and verified by the Applicant or
by a duly authorized officer, partner or trustee and contain the information
set forth in this Section 8.3.

8.3.1 The full nam: and mailing address of the Applicant's principal
place of business; and if different, the mailing address of its principal office
or other place of business located in the enierprise zons,

8.3.2 Information that the Applicant is engsged in the active conduct
of a trade or business in an enterprise zone in Wesi Virginia.

8.3.3 Information that at least fifty percent (50%) of the Applicant's
employees who were hired after designation as an enterprise zone perform
substantially all of their services within such enterprise zone or that at least
twenty-five percent (25%) of the Applicant’'s employees who were hired after
designation of such enterprise zone are: (i) residents of such enterprise
zone; or (il) individuals who have been unemployed for at least twelve months
immediately prior to obtaining employment with the Applicant; or (ili)
individuals who have received public assistance benefits for at least twelve
months immediately prior to obtaining employment with the Applicant.

8.4 Examples.

In the following examples, assume that Corporation A is in the
active conduct of a trade or business in designated Enterprise Zeone T.

8.4.a Corporation A hires five {(5) employees of which three (3)
perform substantially all of their services within Enterprise Zone T.
Corporation A would be a gqualified business, since 60% (3 out of 53) of the
employees hired after designation of Enterprise Zone T perform substantially
all of their services within Enterprise Zone T.

8.4.b Corporation A hires six (6) new employees, none of whom reside
in Enterprise Zone U but,fwo (2] employees work solely in Enterprise Zone U.

Corpotration A would not be a qualified business since only 33% (2 out of 6) of
its new employees, who were hired after designation of Enterprise Zone , U,
perform substantially all of their services within Enterprise ZoneA_l_J_.

8.4.c Corporation A hires six (6) new employees, of which two (2)
work and perform substantially all of their services within Enterprise Zone,W
and are residents of Enterprise Zone .. Corporation A would be a gqualified
business since at least 25% of the new employees (2 out of 6) are residents of
Enterprise Zone,W, regardless of where they perform substantially ali of their
services,

8.4.d. Corporation A hires four (4) new employees after designation of
Enterprise Zone,X. One of the employees has been unemployed for the twelve
months immediately prior to obtaining employment with Corporation A.
Corporation A would be a qualified business in that 25% (1 out of 4) of the
new employaes have been unemployed for the twelve months immediatley prior
to obtaining employment with Corporation A. The result would be the same if
the one employee had been receiving public assistance benefits for at [east
twelve months immediately prior to obtaining employment with Corporation A,
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8.5 Review of Application.

The Authority shall record and mark on the application, the date
of the filing of the application with the Arthority. The Authority shall timely
review all applications an-" certity as qualified businesses those Applicants
which meet the requirements of the Act and these Rules.

8.6 False Information.

The submittal of any false or misleading informaton by an
Applicant will be grounds for rejection of the application and denial of further
consideration of such Applicant for qualification, in addition to any other
penalties provided by law.

8.7 Amendments.
An Applicant must notify the Authority in writing of any material
changes in any of the information filed with the Authority as part of its
application filed under this Section of these Rules.

8.8 Notification of Approval.

Upon approval by the Authority of a qualified business, the
Authority shall forward an Enterprise Certificate to the qualified business
and shall forward a copy of such certificate to the State Tax Commissioner
and to the Department of Motor Vehicles. Such Enterprise Certificate shall
contain the name, address and State Tax Identification Number of the
qualified business,

8.9 Employees.

Employee shall include any employee who works at {east thirty-
five hours per week or is employed in a full time capacity by a gqualified
business and is a resident of West Virginia.

8.10 Redetermination of Certification.

At the beginning of each tax vyear following a certification year,
a qualified business must submit a renewal application to the Authority
certifying that the information contained in its original application is still
accurate and applicable to the upcoming tax year. The qualified business
must notify the Authority of any changes on its application pursuant to
Subsection 8.7 above. If at any time, a qualified business which has obtained
an Enterprise Certificate failes to meet the requirements set forth in Section
5B-2B-2(c)(2) of the Code or Subsection 7.3 of the Rules, such person shall
notify the Authority in writing within ten days.

8.117 Renewal of Certification.

The Authority shazall review all renewal applications pursuant to
Subsection 8.5 of these Rules and issue an Enterprise Certificate pursuant fo
Subsection 8.8 of these Rules.
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SUMMARY OF COMMENTS

No format comments were received; however, informal

advice was provided by the West Virginia State Department.




