
 

CBA Regulatory 

Compliance Bulletin 
 

February 17, 2014 

 

 

Enterprise Zones Eliminated; CRA Credits Review Needed 
 

n July 11 last year Governor Brown signed 

into law Assembly Bill 93 and a companion 

bill Senate Bill 90
1
 that phase out the state’s 

enterprise zone program and replace it with more 

targeted tax incentives for employment, 

manufacturing, and research and development, as 

well as a competitive review process for projects 

eligible for income tax credits. The bills thus 

bring California in line with most other states that 

exempt manufacturing equipment purchases from 

state sales and use taxes. In its preamble to AB 

93, the lead bill, the legislature cited a critical 

Public Policy Institute of California study 

showing that enterprise zones have “no 

statistically significant effect on either 

employment levels or employment growth rates.”  

 

Over the years banks operating in California, 

working with their regulators, were able to obtain 

Community Reinvestment Act credit for loans 

and investments made to entities in enterprise 

zones. As AB 93 largely eliminated the enterprise 

zone program effective January 1, 2014 and 

replaced it with new incentives, affected banks 

should review their CRA activities in enterprise 

zones for continued eligibility for CRA credit.   

 

AB 93 repealed and made changes to the 

geographically-targeted economic development 

area tax incentives, enterprise zones, and local 

agency area military base recovery areas 

(LAMBRA) effective January 1, 2014. 

Businesses operating in one of the state’s 40 

designated enterprise zones or LAMBRA enjoyed 

                                                           
1
 AB 93 is the lead bill and at places in this 

Bulletin it is used to refer to the entire legislation. 

favorable tax treatment under the state 

corporations tax and personal income tax, 

including breaks for purchases and hiring, and 

deductions on net interest, business expenses, and 

net operating losses. In their place, the following 

provisions became effective as of January 1 this 

year: 

 

New Hiring Credit. The criteria for the new 

hiring credit have been substantially tightened. 

Instead of up to $12 per hour under the prior 

program, wages eligible for the new deduction 

must be between 150% and 350% of California 

minimum wage (currently between $12 to $28 per 

hour). To qualify for the hiring credit, a qualified 

business must be located a designated census tract 

or former enterprise zone.
2
 Additionally, hiring 

must satisfy one of the following limited criteria: 

the employee had been unemployed for at least 

six months, is a veteran who had not been 

employed since separation from service, is a 

person receiving public assistance or federal 

earned income tax credit, or is an ex-offender. 

The maximum credit per employee is $56,000 

compared to the current maximum of $36,000, 

and only new employment (as opposed to 

replacement jobs) is eligible. An annual 

certification process is imposed to demonstrate 

continued eligibility for the hiring credit. 

  

If an existing business within the state moves into 

an eligible area, it has to provide moving 

assistance to its current employees. Twenty five 

percent of the hiring credit is allocated to small 

                                                           
2
 The FTB makes available an online mapping 

tool for finding such areas. 

O 

http://maps.gis.ca.gov/gobiz/dga/
http://maps.gis.ca.gov/gobiz/dga/
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businesses, defined as a trade or business with 

aggregate receipts of less than $2 million during 

the previous tax year. The hiring credit is not 

available to temp agencies, retailers, food 

services, and certain entertainment industries 

including adult entertainment.
3
   

 

Sales and Use Tax Credit. The prior sales or use 

tax credit and the business deduction may only be 

taken on qualified property purchased on or 

before December 31, 2013 and placed in service 

on or before December 31, 2014. Those credits 

are not available for assets purchased on or after 

January 1, 2014, regardless of when the assets 

were placed in service. Similarly, for investors, 

the net interest deduction for investments in 

enterprise zones is allowed only for interest 

payments received or accrued on or before 

December 31, 2013. 

 

These credits are replaced by a state (but not 

local) sales and use tax exemption for the 

purchase of manufacturing equipment by a person 

or entity engaged in any form of manufacturing, 

or in research and development in biotechnology, 

engineering, physical sciences, or life sciences. 

Forty eight other states have some form of tax 

incentives for manufacturing investment. The 

sales tax credits sunset on July 1, 2022.
4
  

 

Income Tax Credit. AB 93 establishes a credit 

against net taxes for a taxpayer who is successful 

in getting a project approved through a 

competitive process administered by the newly 

established California Competes Tax Credit 

Committee. The committee judges proposals 

using the following criteria: number of jobs 

created in high unemployment/high poverty 

areas, compensation and benefits paid, total in-

state investment, duration of the project, overall 

economic impact, and others. The successful 

applicant for credits enters into an agreement with 

the Governor’s Office of Business and Economic 

                                                           
3
 See Revenue and Taxation Code Section 

17053.73. 
4
 See Revenue and Taxation Code Section 6377.1. 

Development (“GO-Biz”); if the taxpayer fails to 

fulfill the requirements of the agreement, any 

credits previously allowed may be recaptured. 

GO-Biz has issued draft regulations governing 

this process.
5
 

 

Transition. AB 93 includes a number of 

transition provisions: 

  

The portion of any enterprise zone sales or use 

tax credit or hiring credit remaining for carryover 

to taxable years beginning on January 1, 2014 is 

carried over to the succeeding 10 taxable years if 

necessary, or until the credit is exhausted, 

whichever occurs first. 

 

For taxable years beginning on or after January 1, 

2014, taxpayers cannot generate any LAMBRA 

hiring credit, except for qualified employees who 

were hired on or before December 31, 2013 

within the LAMBRA and paid during the 60-

month period immediately following the hire 

date. 

  

The portion of any LAMBRA sales or use tax 

credit or hiring credit remaining for carryover to 

taxable years beginning on or after January 1, 

2014 may be carried over to the succeeding 10 

taxable years if necessary, or until the credit is 

exhausted, whichever occurs first. 

    

      Leland Chan  

 
The information contained in this CBA Regulatory 

Compliance Bulletin is not intended to constitute, and should 

not be received as, legal advice.  Please consult with your 

counsel for more detailed information applicable to your 

institution.

                                                           
5
 The draft regulations can be viewed online here.  

http://business.ca.gov/Portals/0/Users/038/38/38/California%20Competes%20Regs%201_31_14.pdf
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