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California Legislature approves 
sweeping changes to Enterprise Zone 
credit program 

June 28, 2013 

In brief 

The California State Assembly approved Senate amendments to Assembly Bill 93 on June 27, 2013. The 

bill now awaits the governor’s signature. The bill makes sweeping changes to the California Enterprise 

Zone credit program, replacing most of the current program with a new hiring credit, a new sales and use 

tax exemption, and a negotiable tax credit for certain investments. The governor has advocated for these 

changes and is expected to sign the legislation into law. Once enacted, the new incentives will apply 

beginning January 1, 2014, unless otherwise noted. Set forth below are highlights of the new legislation. 

 

UPDATE: The California Governor signed AB 93 on July 11, 2013 

UPDATE: California S.B. 90, the companion measure to A.B. 93, passed the Assembly and Senate on 

July 3rd and now awaits the governor's signature.  S.B. 90 implements the governor’s economic 

development proposal and is expected to be signed, along with A.B. 93, any day.  

There are significant amendments to the new hiring credit and new sales tax exemption under S.B. 90. 

The highlights are: 

 Extend Sales Tax Exemption - Authorizes the sales tax exemption for manufacturing and R&D 

equipment until July 1, 2022 statewide.  Previously, the proposal would have sunset the exemption 

on January 1, 2019 unless the taxpayer was located in a former enterprise zone, in which case the 

exemption would have expired July 1, 2022.  

 Reduce Wage Requirement - Changes the wage requirement for the proposed hiring credit from a 

minimum of $12 an hour, to $10 an hour for employers located in 'designated pilot areas,' which will 

be determined by GO-Biz based on average wages that are lower than the state average wages.  

 Expand Hiring Credit to LAMBRAs - Allows designated local agency military base recovery areas 

(LAMBRAs) to be eligible for the proposed hiring credit. 

 
 

 

http://www.legislature.ca.gov/cgi-bin/port-postquery?bill_number=ab_93&sess=CUR&house=B&author=committee_on_budget
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In detail 

New credit for hiring over the 

next 7 years 

The new hiring credit would: 

 not be available for retailers, food 

service, temporary employment 

agencies, casinos and bars 

 allow businesses to claim a Hiring 

Credit in certain existing 

Enterprise Zones, with some 

exceptions, as well as in designated 

census tracts with high 

unemployment and poverty rates 

 only be available for hiring 

employees who are long-term 

unemployed, unemployed 

veterans, received the federal 

earned income tax credit, or ex-

offenders 

 only be available for employers 

who create net new jobs statewide 

 be equal to 35% of wages paid in 

first five years of employment (up 

to $56,000), but only wages in 

excess of 150% and not greater 

than 350% of California minimum 

wage (currently between $12 - $28 

per hour) 

 have to be requested soon after 

employment start date (at most, 50 

days) and may be taken only on an 

originally filed return 

 sunsets on January 1, 2021, but 

credit may continue to be taken for 

qualified employees hired before 

January 1, 2021. 

New partial sales and use tax 

exemption for purchases over the 

next 4 ½ - 7 years  

The partial sales and use tax 
exemption would: 

 replace the existing Enterprise 

Zone sales tax credit with a 

statewide, partial sales tax 

exemption for a portion 

(approximately half) of the state 

sales/use tax on up to $200 million 

of manufacturing and research and 

development equipment (and 

certain related equipment) 

 be available to manufacturers and 

certain companies conducting 

research and development 

classified under NAICS 2012 Codes 

3111 to 3399, or 541711 or 541712, 

respectively. 

 not be available to certain financial 

institutions, agricultural, and 

extractive taxpayers 

 apply from July 1, 2014 to 

December 31, 2018. The exemption 

extends to June 30, 2021 for 

qualified property in certain 

existing Enterprise Zones and in 

designated census tracts. 

New ‘California Competes’ 

incentives credit program over 

the next 11 years 

 A new fund will be created, to be 

administered by the Governor’s 

Office of Business and Economic 

Development, “GO-Biz,” which will 

negotiate agreements to provide 

tax credits related to investments 

and employment expansion in 

California.  

 The program sunsets on January 1, 

2025. 

Transition – Generally 10 years to 

use credit carry-forwards 

 Carryovers of existing California 

Enterprise Zone credits (earned 

before 2014) expire in 2024. 

 

 

The takeaway  

California taxpayers should review the 
impact of the expected expiration of 
the existing Enterprise Zone program. 
Taxpayers who have not taken full 
advantage of existing rules still have a 
limited time to do so. In addition, 
taxpayers who have significant credit 
carryforwards should consider the 
impact of the new limitation on the 
carryforward period. 

Taxpayers should consider the new 
rules for the new hiring credit. The 
new hiring credit may provide up 
to$56,000 (over five years) for each 
qualified employee. However, there 
are a series of demanding 
documentation requirements to fulfill, 
and these could prove challenging. 
Employers using a technology solution 
for identifying qualified hires and 
tracking Point of Hire credits, such as 
PwC’s LoCATE and CenterPOINT, 
could have an advantage in identifying 
and documenting potentially qualified 
employees within the required time 
frame to apply for hiring credits.  

Under the new proposed partial sales 
tax exemption, some manufacturers 
and companies with research and 
development activities could save up 
to approximately $8 million each year 
on purchases of qualified property. 
Taxpayers should consider expected 
purchases and whether they may 
qualify for the partial exemption 
based upon the new eligibility criteria. 

Finally, creation of the Go-Biz 
program allows taxpayers to negotiate 
for tax credits based on job creation 
and investments in California, so this 
creates opportunities as well. 
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Let’s talk   

For more information about the proposed changes to California’s Enterprise Zone program, please contact: 

State And Local Tax Services 

Michael Harris 
Partner, Kansas City 
+1 (816) 218-1667 
michael.a.harris@us.pwc.com 
 

Kenneth Hunter 
Principal, Tampa 
+1 (813) 351-2399 
kenneth.hunter@us.pwc.com 

Matt Mandel 
Principal, San Francisco 
+1 (415) 498-7699 
matthew.a.mandel@us.pwc.com 

Tim Kacich 
Managing Director, Boston 
+1 (617) 530-4051 
timothy.j.kacich@us.pwc.com 

Erin Bradley 
Director, San Francisco 
+1 (415) 498-5715 
erin.r.bradley@us.pwc.com 
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Solicitation 

This content is for general information purposes only, and should not be used as a substitute for consultation with professional advisors. 
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