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Section 1. General

1.1 Scope

These legislative rules [hereinafter referred to as the "Rules"l are
promulgated to provide for the general administration of the Enterprise Zone
Authority Act [hereinafter referred tc as the "Act"l The Act was enacted to
encourage new economic activity in certiain economically depressed areas of the
state of West Virginiz by making various tax credits, exemptions, and reducticns
available to certain gqualified businesses located in enterprise zones. The Act
creates the Enterprise Zone Authority and grants the Authority power to desig-
nate 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 Authority

These legislative rules are issued under the authority of West Vir-
ginia Code § 29A-1-2(d), and § 5B-ZB-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 _
ctherwise:

2.1  Act shell means the Enterprise Zcne Authority Act, Article 2B, Chap-
ter 5B of the Code. '

2.2 Applicant shell means that person, corporation cor other entity making
application for certification as a qualified business.

2.3 Authority skell mezns 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 means those tax credits, exemptions,
and reducticns allowed pursuant to § 5B-2B-5 of the Cede and Section 4 cof
these Rules.

2.5 Authorized Tax Credit skedl means an offset in which the taxpayer is
allowed =z deduction from his tax computed pursuant to Section 4 of these Rules.




2.6 Authorized Tax FExemption skall means the Iimmunity of a taxpayer
from the imposition of a tax in whole or in part.

2.7 Authorized Reduction in Taxes shsll meang a reduction in payment of

a certain percentage of a tax owed as allowed by Section 4 of these Rules.

2.8 (Calendar vear shell-be is that year ending December 31.

2.9 Certification or Recertification skell means the determination or
annual redetermination by the Authority that an applicant satisfies or continues
to satisfy the regquirements for designation as a qualified business, as evidenced
by zn Enterprise Certificate issued by the Authority, which certificate shall be
valid until it expires cr is sooner revoked or surrendered.

2.10 Certification vear shell means that year in which a qualified busi-
ness first obtains an Enterprise Certificate. ‘

2.11 Code skell means the Code of West Virginia of 1231, as amended.

2.12 Complete Application skedl means an “application by an_entity to be
designated an Enterprise Zone" which contains gll 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 gpplication to bhe deemed incomplete,

2.13  Continuing Evalugtion Program shell means a program of the Author-
ity which provides for the continuous review and evaluation of the Entlerprise
Zone program to ensure that the 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 sheld means ihe
requirements necessary to be designated an enterprise zone as set forth in Sec-
tion 6 of these Rules.

2.15 Decertification shkell means the revocation of enterprise zcne status
by the Authority, in accordance with Subsection 7.5 of these Rules.

2,16  Designation shell means the cofficial identification by the Autherity
that a certain area within the State is an Enterprise Zone.

2.17  Economicallv Depressed Area shail means any area or areas of g
city, county, or of the State of West Virginia which are considered areas cf
pervasive poverty, unemployment and econcmic distress pursuant to Section 7 of
these Rules.

-------- 2 18- ---Hligible--Property-- shal--mean --the- -fellowing- -tvpes - of - propertsy--swhich
were-- purchased- by-- & - Qualified-- Business- -after - the - -designation--of - - the - enterprise
gone-4in-whieh--such -Qualified- Business -is - located:
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€1}----Any--iangible-- persongl --property- - -hasdng -- its-- permanent
business - -SHUS - -int - ~the-- enterprise- - zone- - and- -used-by--the
taxpayer-in- the--aetive--conduct- -0f- &- trade- 0F - business;

€2} ----Iirventory - held- -for--sale--or--use - by--the- - taxpayer - Hr - the
end-erpFise- ZORSE

(33 ---- Ans: - real -property--locaied - ip--such - zone--which:

(- ----Flas - -used - predominantly-- by--the - taxpayer--i--the
actise - oopduct - off -g--trade -or--business;

¢i43--- - ¥las --the- - prinaipal--residence- - of - -the--{axpayer--ea
the -date - of -the--sale--or-exchanges;--6F

L4} -- - --ARY - - PrOperty,- - the-- purchase - - of - -which-- by --a-- qualified
business - -has - elready- - glven--rise--to- - ary-- suthorized--tax
benefits,--which--is--thereafter-- purchased--bi - -a--qualified
business; - shal--pot - be - elisible - properis- - in--the - hands-- of
the - acquiring-- gualified - business - and--shall--pei-- give - se
to- - eny - -authorized-- iax - benefiis- -te--such - cequiring - guali-
figd--business --uniess- - the-- Tax- - -Comprissioner- - ghves-- s
prier--writien - corsent:

2.18 Enterprise Certificate sheil meang that document issued by the
Authoerity which signifies ceriification of a gqualified business.

2.19 Enterprise Zone shell means those economically depressed areas des-
ignated by the Authority which meet the requirements set cut in Section 6 of
these Rules. _

2.20 Exemption Certificate shell means the certificate described in
§ 11-15-9C and § 11-15A-3c of the Code. ’

2.21  Governing Authority shell means the municipal government if all of
the land comprising the enterprise zone is located within the municipality. If
any of the land situated in the enterprise zone is located outside of a munici-
pality, then the county commission of such county shall be the governing author-
ity. If the enterprise zone consists of land located in two or more counties,
then the countv commissions of each such county, acting jointly (each county
shall have egual governance irrespective of the number of commissionrs in any
county), shall be the governing authority.

2.22 Person shel means eny individual, firm, partnership, limited partner-
ship, copartnership, jeint venture, association, corpcration, municipal corporation,
organization, receiver, estate, trust, guardian, executor, administrator, and any
officer, emplovee  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 per-
formance or nonperformance of the act in respect of which & wiclation occurs
under this article.




2.23 Qualified_or New Employee shell means 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 qualified business, and is a resident of West
Virginia,

2.24 Qualified Business shedl means any business engaged in the active
conduct of a trade or business in an enterprise zone which meets the require-
ments of Section 5B-2B-2(c) of the Code and Section 8§ of these Rules and which
is certified by the Authority as a qualified business pursuant to Section 8 of
these Rules.

2.25 Purchase shell means any acquisition of property, bui only if:

(A The property is not acquired from a person whose rela-
tionship to the person acquiring it would result in the
disallowance of deductions under Section 267 or 707(b)
26 U.S.C. §8 267 or 707(b)] of the United States Inter-
nal Revenue Code of 1988, as amended, and in effect
on the first day of January, one thousand nine hundred
eighiy~-eight.

(B) The property is not acquired by one compcnent member
of a conirclled group from another compecnent member
of the same controlled group. The Authority can walve
this requirement if the property was acquired from a
related party for its then fair market wvalue; and

() The basis of the property for federzl income tax pur-
poses, in the hands of the person acguiring it, is not
determined:

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

2) Under Secticn 1014(e) [26 U.S.C. § 1014(e)] of the
United States Internal Revenue Ccde of 1988, as
amended, and in effect on the first day of Janu-
ary, one thousand nine hundred eighty-eight.

2.26 Renewz]l Application shell means the application submitted by a
qualified business for recertification.

2.27 Resident shell means any individual whose permanent residence is
located within the Enterprise Zone and is =a resident of the state as defined for
personal income tgx purposes under W.Va, Code § 11-21-1 et seq.

2.28 Rules shell meang these legislative rules promulgated to provide for
the general administration of the Act. ‘

2.29 State skell means the State of West Virginia.
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2.30 Tax Year shell means the taxable year of the qualified business,

Section 3. Creation of Enterprise Zone Authority

3.1 General Procedure

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

3.2 Authority Members Appointed by Governor

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

3.2.1 The governor shall appoint one member from a list of three names
submitied by the West Virginia labor-management advisory council. This council
shall provide a list of three well-qualified persons for the governor's considera-
tion. Said list shall be submitted upor at least 30 days prior to the 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 Virginiz municipal league. The municipal league shall
provide a list of three well-qualified persons for the governor's consideration.
Said list shall be submitted uwpoen at least 30 days prior to the conclusion of the
previous member's term.

3.2.3 The governor shall appecint one member from z list of three names
submitted by the West Virginia association of county officials. The associztion
shall previde a list of three well-qualified persons for the governor's considera-
tion. Said list shall be submitted upor at least 30 days prior to the conclusion
of the previous member's term,

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

3.3  QOther Authority Members

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

3.4 Terms of Authority Members

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

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




3.4.2 The exception to the four year general rule is that those members

initially appointed by the governor shall serve in the fcllowing manner: Three
members will serve for a term of one year; two will serve for a term of twe
vears; and one member will serve for a term of three years. The governor

shall have sole discretion in determining the terms of his initial appointees.
Ezch member shall serve until a successor is appointed and the Governor may
appoint a successor to serve an unexpired term due to death, resignation, etc.

3.4.3 All actual and reasonable expenses incurred by Autheority members
while performing their duties shall be reimbursed in accerdance with the
Governor's travel regulations, However, this reimbursement does not apply to the
chairperson.

3.5 Power of the Authoritv

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

3.5.1 The Authority shall have the power and duty tc certify that an
area which has been designated an enterprise zone meets the criteria for desig-
nation as an enterprise zcne. This certification shall be issued after review of
a complete application submitted by a governing authority as previded in Subsec-
tion 6.2 of these Rules.

3.5.2 The Authority shall have the power and duty to essure-il:at monitor
the enterprise zone preogram to ensure that it is being Implemented properly;
that is, to assure that the program is encouraging new economic activity and
revitalization in depressed areas of the state. All reports, suggestions and com-
ments for possible legislative consideration concerning the program shall be sub-
mitted by the Authority to the governor's office no later than the first day of
December cf each year.

3.5.8 The_Authority shall have the power and duty to conduct a contin-
uing 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 promulgate all
necessary rules and regulations in accordance with, and to carry out the purposes
of the Act.

3.5.5 The Authority shall have the power and duty to assist all local
governments in obtaining federal status a5 an enterprise zone,

3.5.6 The Authcrity shall have the power and duty to prepare guidelines
to assist any qualified business located in an enterprise zone in obtaining the
benefits of any incentive or inducement 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
10 Section 4 cof these Rules.




3.5.7 The Authority shall have the power and duty io 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 to qualified businesses within an enterprise zone.

3.5.8 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 regard-
ing state licenses, permits, certificates, approvals, regisirations, chargers and all
other permission forms required by law to engage in business in the Stale of
West Virginia. It should be noted, however, that the authority for determining
issuance of any of the aforementioned requested permission forms shall remain
with the state agency legally authorized by the laws of this state to issue the
permission form regquired.

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

3.6.3 By a vote of a majority of the members of the Authority, an
economically depressed area, for which a complete application shall have been
submitted, shall be designaied an enterprise zone.

3.6.4 The Authority shall have the duty to keep gall 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 pursuznt ito the Act and
these Rules. o

Section 4. _Authorized Tax Benefits_

4.1  General Rule

As long as a qualified business remains certified as a qualified busi-
ness, it shall be entitled to the authorized t{ax benefits contained in this section
for--a--minknum: - perlod--af-three--taxable--vesrs-or-gs long as the enterprise zone
retains its designation;-swhichever--is--longer.

4.2 Allowable Credits

A qualified business shall be allowed a credit against the sum of
the taxes imposed on it for the taxable year under articles 12-A, 13, 13-A,
13-B, 21 and 24 [8§§ 11-12A-1 et seq., repealed; 11-13-1 et seq.; 11-13A-1 et
seg.; 11-13B-1 =2t seq.; 11-21-1 et seg. and 11-24-1 et seq.], chapter 11 of this
Code, equal to fifty percent (30%) of the zmount of interest expense it accrued
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or paid during the tax year upon a loan (or refinancing thereof), the proceeds of
which were used to purchase eligible-property-eafier-the-date-the-Enterprise-fene
vv-as--eles—zgz}a‘&ed-mventory held for sale or use by it in the enterprise zone, oOr
real property located in the enterpmse zgne, or tangible personal property having

its permanent business situs in the enterprise zone: Provided, That the amount
of credit allowed shall be apphed to thege tazes in the order stated above and
is limited to fifty percent ‘of such interest expense or the amount of such taxes,

whichever iz less, with any unused credit being forfeited, and the property must

have been purchased after the Entemrlse Zoue wag designated.

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 remodel-
ing or rehabilitating 2 building or other structure located in an enterprise zone
or for new construction in an enterprise zone znd the sale of new or used
equipment or machinery, which have a permanent tax situs in the enterprise
zone, shall be exempt from the taxes imposed by articles 15 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 prop-
erly executed exemption certificate claiming exemption from tax under this pro-
vision or the purchaser's West Virginiz direct pay permit number.

4.4 Reduction in Taxes

A gqualified business located within an enterprise zcne 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 of tax impcsed by article 3, chapter 17A of the Code on the
privilege of titling such vehicles.

4.5 Tax Credit for Unemployvment Compensation Taxes

A qualified buginess shall be allowed a credit against iis 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 emplovees hired after the designation of an enterprise zone who
are: (i) residents of an enterprise zone; or (ii) individuals who have been unem-
ploved for at least twelve months immediately prior tc obtaining employment
with the business; or (iiil) individuals who have received public assistance benefits
for at least twelve months immediately prior to obtaining employment with the
business.




4.6 Net_Operating Less 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 longer of the following two periods: (1) the period of existence of the.
enterprise zone in which the gualified business is located or (2) the pericd
allowed under articles twenty-cne or twenty-four [§§ 11-21-1 et seq.; and 11-24-1
et seq.] chapter eleven of the Code.

4.7 Sazle or Exchange of Eguity Interesis

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

4.8 Examples of Tax Benefiis

The following examples illustrate the availability and use of autho-
rized tax benefits.

Example 1

On January 15, 1988, Enterprise Zone A received iig designation
from the Authority. On January 30, 1988, Corporaticn @, which is located in
Zone A, was certified as 2 cqualified business and received its Enterprise Zone
Certificate. Corporation Q, a calendar year taxpayer, was liable for the follow-
ing taxes for its tax year which ended December 31, 1988:

Corporate Net Income Taxes (CHIT) 52,000.00
Business Franchise Tax (BFT) 200.00
Unemployment Cempensation Taxes (UT) 300.00

{on new employees hired after
designetion of enterprise zone &)

Total : $2,500.C0

During 1988, Corporation A made the following purchases after January 30, 19388
(the date of certification as =z gqualified business):

Interest
Purchase Paid in
Price 1988
Inventory for sale in enterprise
zone A {("Zone AM) $ 5,000.00 3500.00
Real property located within Zone A $ 3,000.00 $300.060

to be used in

trade or business




Tangible Personal Property with & situs $ 2,000.00 3200.00
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.

b The tax benefits Corporation A is entitled to under this act would
e: ' Ce

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

Inventory

$500.00 interest x 50%
Resl Property o
$300.00 interest x 50%

$250.00 eligible for credit

$150.00 eligible for credit

. 2. An exemption from Consumer Sales Taxes for the purchase of
materials. to remocdel its building located in Zone A, provided Corpgration
presents a property executed exémption certificate to the seller or direct pay
permit pumber.

) o3 A tax reduction in the amount of $230.00 azgainst 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 tc the unem-

ployment compensation taxes paid for the new emplovees, which “credit may be
applied against its CNIT lability.

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

Corporate Net Income Tax _
Tax before credit S2,

52,000.00
Less credit (4092.00
Iess credit 300.00
Tax Owed A .
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Business Franchise Tax

Taxes before credit g 200.00
Legs Credit {0.00)
Tax Cwed . 5 200.00

Motor Vehicle Privilege Tax

Tax before reduction 3 500.00
Reduction (250.00%
Tax owed S 250.00

Exzample 2

Enterprise Zone Z was designated as an enterprise zohe on
December 31, 1988 by the Authority. Individual B, is a sole proprietor, and has
been doing business in Enterprise Zone Z for many years. B, doing business as
a scle proprietor, receives an enterprise certificate issued by the Authority and
effective as of January 30, 1991. B's tax vear ends on December 31, and B is
liable for the following taxes for his tax year which ended December 31,
1991--personal income tax--$2,500 and unemployment compensation tax
(UTH--$500--Total--$3,000.

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

Date of Purchase Interest Paid or
Acguisition Price adecrued in 1991
Real property purchased for
use in trade or business in
zone I 06/30/90 $100,000 $8,000
Inventory Purchasad for . . .
sale in Zone & oL/10/51 § 50,000 $4,300
Trugk purchased from
seller in west virginis
for use in Zone % 01/10/51 § 5,000 § 250
Equipment purchased with
a site in Zone 2 06/30/981 $ 80,000 $4,000
Bulilding materials
purchased to construct
industrial structure in
Zone 2 03/30/81 § 25,000 $1,800

Also, B hired two employees in February of 1990, who are residents
of Zone Z, and paid unemployment tax relating to these employees in 1991 in
the amount of $200.
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The above described purchases and payment of unemployment tax
received the tax benefits and tax trestment as described below.

Nec tax credit is allowed due to interest expenses related to the
real property as it was purchased prier 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, 1991, the effective date of
B's enterprise certificate.

As the truck was purchased prior to January 30, 1921, no credit is
allowed due to the interest expense relating to the truck and there is no reduc-
tion in the motor wvehicle tax to be paid relating tc this truck.

The egquipment was purchased after January 30, 1991 and B would
receive a credit of $2,000, that being 50% of the $4,000 interest expense paid
in 1991, which credit is applied against B's personal income tax liability. Fur-
ther, there would be no sales or use tax payable on this purchase upon tendering
an exemption certificate or direct pay permit number.

The building materiais were purchased after January 30, 1991 and B
would receive a credit of $900, that being 50% of the $1,800 interest expense
paid in 1991 relating to the building materials, which credit would be applied
against B's personal income taxes. Further, there would be no sales or use tax
pavable on the purchase of these buildings upcn tendering of an exemption cer-
tificate_or direct pay permit number.

The amount of the unemployment compensation tax of 3200 is

allowed as a credit against B's personal income taxes.

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

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

of Zone Z) (S 200)
Total Credits o ($3,100)
Personal Income Tax Liability $~0-

Note that the 8600 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 1989, Further, B is
not allowed any authorized tax benefits arising by reason of his exemption enter-
prise certificate relating tc any tax liability in the year 1989.
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Example 3

The same facts exist as in Example #2 above, except that B applies
for recertification in the year 1992 and B's enterprise certificate is revcked
because B does not meet the qualifications for a qualified business in the year
1292, B would not be entitled to any tax benefits during the entire year of
1692 since B did rot receive recertification for the year 1992, To the extent
that B purchased any truck or building materials and got 2 reduction in motor
vehicle's tzx or sales or use tax in 1992 that zmount 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.

Example--4

Enterprise-- Zone--Z--is- - designated --in--ealendar--year--19856----Iir- 1999
Corporation--A - -locates --within-- Bpterprise - Z--and--activelr--conduets - iis- - irade-- of
business --apd - 4i&- - certified - -as--a-- gualified - -business - in - 1908~ ---1n-- 2000-- Eaterprise
Zore--Z--hes - its --designation - removed - b - the - Authorits- -pursuant--+o--§ - 5B-2B-9e}- 0
the--Coder----As-long--gs-- Corporation- - A--reiains - iis- - certification-- e --a--quakified
business, - it-4s--eatitled -ie--the -authorized - tax -benefits - provided - in- this -section - for
155 - 4a5% - 3ears - 998, - -2000 - and - 36001~

Section 5. Administrative Regulation Exemptions

3.1 Promulgating Regulations

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

5.2 Health and Safety Considerations

The administrative body responsible for promulgating and enforcing
its regulations shall nct exempt persons located im an enterprise zone 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 Authcority

The authority shall conduct a review of applicable state regulations
for each qualified business and shzll recommend tc the appropriate administrative
bodies the exemption of regulations promulgsted by such body which would con-
tribute to the implementation of this article.
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5.4 Progcedure.

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 [§§ 29A-1-1 el seql of this
code.

Section 6. Application Process For Designation as an Enterprise Zone

6.1 General Requirements

It is the duty of the municipality or county commission by act of
the respective governing authority to classify any area or areas within their
jurisdiction as an economically depressed area, and to make written application
to the Authority to have such areaz or areas designated an enterprise zone.

68.1.1 When a county commission classifies an area as an economically
depressed area, and said area includes a municipality or part thereof, the county
commission must receive written permission from the governing body of such
municipality before the municipality or part thereof can be included in the
conomically depressed area.

6.1.2 Complete applications shall be signed and verified by the governing
guthority and consist of the following infermation:

(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

shal! demonstrate that such area has a continuous boundary or
consists of noncontinguous tracts commenly owned by a munic-
ipal or county government or a local development authority.

(2) Information as to whether the area is one of pervasive pov-
erty, unemployment and economic distress as described in
Subsection 7.1.2 of these Rules.

(3 Such other information as mzy be requested by the Authority.

8.1.3 Review of Application The Authority shall record the date
of filing of the application with the Authority. TUpon receipt of an application,
the Authority shall review the application to determine if it is complete. Such
determination shall be made within 45 davs of the application's receipt. In the
event that the Authcrity determines an application to be incomplete, the Author-
ity shall notify the governing authority, in writing, of the reasons for such
determiaticn and shall return the incomplete application at any time after cor-
recting the deficiencies stated in the Notice. If the initial filing was substan-
tially 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
filing was not substantially complete, the time of f{iling shall be the date and
time when the resubmisted application is received by the Authority.
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6.1.4 Talse Information The submittal of any false or misleading infor-
mation by & governing authority will be grounds for rejection of the application
and denial of further ccnsideraticn for quzlification, in addition tc any other
penalties provided by law.

6.1.4.1 Upon determination by the Authority that an application is com-
plete, the Authority shall place the complete application on the agenda of the
next regularly scheduled Authority meeting.
6.2 Review of Complete Applicaticn

Upon receipt of a complete application, the Authcrity shall review
the epplication submitted to determine whether the area or areas described in
the application qualify to be designated as an enterprise zone.

6.2.1 The Authority shall complete its review of & complete application
within one hundred twenty (120) days =after receipt of the application. This
pericd may be extended, however, for an additional sixty (60) days for good
cause. - I ’

6.3 Designation As An Enterprise Zone

When an area is designated as an enterprise =zone, the Authority
shall notify the governing authority, in writing, of the designation. Such designa-
tion 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 govern-
ing authority of such enterprise zone.

6.4 Denial of Application

After a review pursuant to Subsection 6.2 c¢f these Rules, the
Authority shall deny any and azll applications for designation where an enterprise
zone does not meet the requirements specified in BSubsection 3.1.3.__of these
rules. Upon denial of an application, the Authority shall inform the governing
authority in writing that: (1) the application has been denied, and (2) the rea-
scns why such applicaticn was denied.

6.4.1 Failure of an applicant ito receive designation as an enterprise zone
does not preclude application in the following years,

Section 7. Designation Reguirements for Enterprise Zones

7.1  Reguirements

To be degignated an enterprise zone, any area or areas of a2 munici-
pality, county, or of the state shall meet the following requirements:

7.1.1 Geographical Requirements The area or areas shall have a continu-
ous boundary or consist of noncontiguous tracts commonly owned by a municipsl
or county government or a lecal development authority.
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7.1.2 Economic Reguirements The area or areas shall encounter pervasive

poverty, unemployment and economic distress, An area meets this requirement

if:

1)

(2)

(3}

The average rate of unemployment in such area for the most
recent eighteen-month period for which data iz available wag
at least one and one-half times the averzge national rate of
unemployment for such eighteen-month pericd;

At least seventy percent (70%) 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 pre-
pared by the state tax department; or

The population of all census tracts in the area decreased by
ten percent (10%) or more between the iwo most recent
decennial United States census and the eity municipality or
county commission requesting designation establishes to the
satisfaction of the authority that either: (i) Chronic abandon-
ment cor demolition of commercial or residential structures
exist in the area; or (ii) Substantial tax delinquencies relating
to ad wvalorem real property taxes of commercial or residential
structures exist in the area.

7.2  FPreferences

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
general economic distress;

Areas which have the widest support from the community,
residents, local businesses, private organizations and the gowv-
ernment seeking designaticn; and

Areas for which the government seeking designation has made
or will make the greatest effort tc encourage economic activ-
ity 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 employers or
employees, taking inte account the resources available to such
government to make such efforts.

In determining the preference and weight to be given the
above ibree (3) factors: fifty percent (50%) of preference
shall be given to the first factor set forth above and a total
of fifty percent (50%) preference shall be given to the second
and third factors. Any governing authority whose application
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is denied is entitled to request, and receive, a thorough expla-

nation in wriiing as to why its application for designation as
an Enterprise Zone was denied,

7.3 Designaticn of Enterprise Zones

Designation shall be made by the Authority pursuant to Subsection
6.3 of these Rules.

7.3.1 Limitations upon designation shall ceonsist of the fellowing:

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

(ii) In 1988 the Authority may designate not more than five (&) . .

enterprise zones.

(iii) In 19892 the Authoeority may designate not more than five (5)
enterprise zones.

(iv)_ In 1990 the Authority may designate not more than three (3)
enterprise zones.

(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 yvear 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 yuear in which a com-
plete application is received by the Authority, even though actual designation by
the Authority is made the next calendar year.

7.4 Removal of Designation

If during any calendar year any area designated as zn enterprise
zone no longer meets the reguirements for designation as set forth in Subsection
7.1 of these rules, the Authority may remove the designation of enterprise zone
status from such area, by forwarding written notification tc such governing
authority: Previded, that no designation shall be removed prior ito the tenth
enniversary of the date the area was first designated as an enterprise zone,

7.4.1 Notice If the Authority, after such ten year period described in
Subsection 7.4, determines that an enterprise zone no Ilonger meets the require-
ments set forth in Subsection 7.1 of these Rules, the Authority shall give the
government written notice 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 ninetv day period that the enterprise zone does not meet all of
the requirements set forth in Subsection 7.1 of these Rules, the Authority shall
send = notice of cancellation of the designation ¢f an enterprise zone to the
governing authority, to the State Tax Commissicner, tc the Department of Motor
Vehicles and to 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 Dbusiness in
an enterprise zone in West Virginiz may apply tc the Authority to be elassified
certified =zs a qualified business,

8.2 How to apply

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

8.3 Certification Reguirements

The application shall be signed and wverified by the Applicant or by
- a duly authorized officer, partner or tirustee znd contain the following informsa-
tion set forth in this Section 8.3. '

8.3.1 The full name and mailing address cf the Applicant's principal place
of business; and if different, {he mailing address of its principal office or other
place of business located in the enterprise zone,

8.3.2 Informaticn that the Applicant is engaged in the active conduct of
a trade of business in =n enterprise zone in West Virginia.

8.3.3 Informasion that at least fifty percent (50%) of the Applicant's
employees who were hired after designation as an enterprise zone perform sub-
stantially all of their services within such enterprise zcne or that at least
twenty-five percent (25%) cf the Applicant's emplcyees who were hired after
designation cf such enterprise zone are: (i) residents of such enterprise zone; or
{ii) individuals who have been unemploved for at least twelve months immediately
prior to obtaining emplovment with the Applicant; or (iii) individuals who have
received public assistance benefits for at least twelve months immediately prior
to obtaining employment with the Applicant.

5.4 Examples

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

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

8.4.n Corporation A hires six (6) new emplovees, none of whow reside in
Enterprise Zone U but two (2) employees work solely in Enterprise Zone U.
Corporation A would not be a qualified business since only 33% {2 out of 68) of
its new emplovees, who were hired after designation of Enterprise Zone U, per-
form substantially all of their services within Enterprise Zone U.

8.4.c Corporation A hires six (8) new employees, of which two (2) work
and perform substantially all of their services within Enterprise Zone W and are

residents of Enterprise Zone W. Corporation A would be a gqualified business . .

gince at least 25% of the new employees (2 out of 6) are residents of Enter-
prise Zone W, regardless of where they perform substantially all of their
services.

8.4.4 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. Corpora-
tion A wculd be =2 qualified business in that 25% (1 out of 4) of the new
employees have been unemploved for the twelve moenths immediately 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 least twelve
months immediately prior to obtaining employment with Corporation A.

8.5 Review of Application

The Authority shall record and mark on the application, the date of
the filing of the application with the Authority. The Authority shall timely
review all applications and certify as quslified businesses those Applicants which
meet the reguirements cof the Act and these Rules.

8.6 TFalse Infcrmation

The submittal of any false or misleading information by an Applicant
will be grounds for rejecticn of the application and denial of further considera-
tion of such Applicant for qualification, in addition to any other penalties pro-
vided 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 appli-
cation filed under this Section of these Rules.

8.8 Notification of Approval

Upcn approval by the Authority of a gqualified business, the Author-
ity shall forward an Enterprise Certificate to the qualified business and shall
forward a copy of such certificate tc the State Tax Comimissioner and to the
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Department of Motor Vehicles,  Such Enterprise . Certificate shall contain the
name, address and State Tax Identification Number of the qualified business.

5.9 Emplovees

Emplovee shall include any emplovee who works at least thirty-five
hours per week or is employed in a full time capacity by a qualified business
and is a resident of West Virginia.

8.10 Redetermination of Certification

At the beginning of each iax year following a certificalion year, a
qualified business must submit a renewal application to the Authority certifying
that the information contained in its original application is stiil =accurate and
applicable toc the upcoming tax year. The qualified business must notify the
Authority of any changes on its application pursuant tc Subsection 8.7 above. If
at any time, a gqualified business which has obtained an Enterprise Certificate
failes tc meet the reguirements 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.

8.11 Renewal of Certification

The Authority shall review all renewal applications and issue a cer-
tificate pursuant to Subsection 8.5 of these Rules and issue and Enterprise Cer-
tificate pursuant to Subsection 8.8 of these Rules_if gll requirements are met.
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WEST VIRGINIA LEGISLATURE
LEGISLATIVE RULE-MAKING REVIEW COMMITTEE
Room M-43%, State Capitol
Charleston, West Virginia 25305
(304) 340-3285

M. E. Mowery, Counsel
Senator Larry A. Tucker, Co-Chairman Debra A, Graham, Associare Coz.'fz‘se!
Dolegate Thomas A. Knight, Co-Chairman Marie Nickersen, Receiving Clerk

NOTICE OF ACTIONS TAKEN BY IEGISTATIVE RULE-MAKING REVIEW COMMITTEE .

February 17, 198%
TO: Ken Hechler, Secretary of State, State Register

TC: Karen S. Price, Director
External Affairs
Gevernor’s Off., Community & Industrial Devw,
Capitol Complex, M-143
Charleston, WV 25305

FRCOM: Legislative Rule-Making Review Committee
PROPCSED RULE: Creation of the Enterprise Zone Authority to
Designate certain enterprise zones and provide

for tax benefits within those zones

The Legislative Rule-Making ReVlew Committee recommends that the West
Virginia Legislature: - T -

1. Authorize the agency to promulgate the Legislative Rule
(a) as originally filed -~

(b) as meodified by the agency X
2. Authorize the agency te promulgate part of the Legislative
rule; a statement of reasons for such recommendation is

attached.

L)
.

Authorize the agency to premulgate the Legislative rule
with certain amendments; amendments and a statrement of
reascns for such recommendation is attached.

Authorize the agency to promulgate the Legislative rule
as modified with certain amendments: amendments and a
statement of reasons for such recommsndation is attached.

N

5. Reccmilends that the rule be withdrawn: a statement of
reasons fo¥ such recommendation is attached.

Fursuant te Code 29A-3-11(c), this notice has been filed in +he State
Reglster and with the agency propesing the rule.




