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In this issue, our state tax credits and incentives review is focused on a single state – California. Our 
authors, Tim Kacich and Raymond Tseng, explore in-depth  the new employment credit that  replaces 
the California’s Enterprise Zone credit. California taxpayers should not equate the repeal of the EZ 
program with the loss of California credits for increasing employment because the state’s replacement 
program has the opportunity to provide significant benefits to qualified taxpayers. 

As always, we have included highlights of state tax credits and incentives developments that occurred over 
the last quarter. 

We continue to welcome your thoughts and input on any area that may be of interest to you or your 
company. 

Regards, 

 

 

Michael A. Harris 
National Leader - Global and Domestic Credits and Incentives Network 
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California New Employment Credit –  
How the new program that replaces Enterprise 
Zones could benefit your company  
California effectively eliminated the popular Enterprise Zone (EZ) program in July 
2013 (click here for our summary). California taxpayers should not equate the loss of 
the EZ program with the loss of California hiring credits because the state’s 
replacement program has the opportunity to provide significant benefits to qualified 
taxpayers.  

Although the New Employment Credit (NEC) may impose stricter eligibility 
standards than those of the EZ program, the NEC benefits as compared to those 
available under the EZ program are significant: the NEC is generally available in more 
geographic locations, the tentative credit amount is much higher, and the credit 
utilization is less restrictive. California companies that qualified for EZ credits in the 
past – as well as those companies seeking credits for the first time – should review the 
provisions of the NEC to determine the potential benefits that may be available.  

Program benefits 

A qualified business may generate a 35% employment credit on qualified wages over a 
5-year period. Qualified wages are the portion of wages paid that are between 150% 
and 350% of the minimum wage. This can result in up to $63,700 of credits for each 
qualified employee hired on or after January 1, 2014, and the credit amount can be 
even higher with future increases in the state’s minimum wage.  

The credit can be used to offset current year income tax liabilities. Any amount in 
excess of current year liabilities may be carried forward for five years. Unused credits 
can also be assigned to an affiliated corporation within the same combined reporting 
group. However, the credit can only be claimed on an original tax return (no credit is 
may be claimed on an amended return).  

Eligibility 

A business must be located in a Designated Geographic Area (DGA) and hire qualified 
individuals on or after January 1, 2014, to be eligible for the employment credit.  

A qualified individual is a full-time employee performing at least 50% of his or her 
services in the DGA and satisfying at least one of the following five criteria prior to 
employment: 

 unemployed for the six months immediately preceding hire (twelve months 
preceding hire if just completed a degree or course of study) 

 veteran separated from the US Armed Forces in the preceding twelve months 

 recipient of the Earned Income Tax Credit in the previous taxable year 

 ex-offender convicted of a felony  

 current recipient of CalWORKS or general assistance. 

 

Geographic boundaries of Designated Geographic Areas 

DGAs consist of: (1) designated census tracts with the highest unemployment and 
highest poverty in the state, (2) former Local Agency Military Base Recovery Area 
(LAMBRA) boundary areas, and (3) former EZ boundary areas (with certain areas 
excluded). The total acreage covered by all new DGAs is ten times the amount of 
acreage covered by all former EZs combined. Accordingly, businesses may qualify for 
credits in geographic areas beyond the old EZ areas.  

Restrictions 

A qualified business must demonstrate a net increase in full-time employees over its 
base year. There is no requirement to increase full-time employees annually, only an 
increase over base year is required. For companies already located in California, the 
base year is 2013. For companies that first commence doing business in California 
during the taxable year after 2013, the base year number of employees is zero. 

Raymond Tseng 
Manager,  
Los Angeles 
 
+1 (213) 217-3079 
hsien-
i.tseng@us.pwc.com 
 

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

http://www.pwc.com/us/en/state-local-tax/newsletters/credits-incentives/california-enacts-changes-enterprise-zone-credit-program.jhtml
mailto:hsien-i.tseng@us.pwc.com
mailto:hsien-i.tseng@us.pwc.com
mailto:timothy.j.kacich@us.pwc.com
mailto:timothy.j.kacich@us.pwc.com


3  PwC 

The program excludes certain industries and businesses from eligibility for benefits. 
Excluded businesses include temporary help services, retail trades, food services, 
theater companies and dinner theaters, drinking establishments (alcoholic 
beverages), casinos and casino hotels, and sexually-oriented businesses. However, 
these excluded businesses may qualify for credits if they are considered a small 
business.  

Administration 

Generally, all California employers must report all of their new or rehired employees 
who work in California to the New Employee Registry of the California Employment 
Development Department (EDD) within twenty (20) days of the employee’s first day 
of work.  

To qualify an employee under the NEC, a taxpayer must submit a Tentative Credit 
Reservation (TCR) request to the Franchise Tax Board (FTB) within 30 days of 
completing the California Employment Development Department’s (EDD) new hire 
reporting requirement.  

Additionally, a taxpayer must file an annual certification of employment with the FTB 
in each subsequent year by the 15th day of the third month of the taxpayer's taxable 
year. The qualified taxpayer must certify that it is still a qualified employer and that 
each qualified full time employee hired in a previous taxable year is still a qualified 
full-time employee in the current taxable year. 

NEC opportunities 

In contrast to the former EZ program, taxpayers no longer need to add back qualified 
wages on credits taken, which boosts the credit value by another 9%. 

Under the former EZ program, many companies generated credits they could not 
utilize since they did not generate enough income attributable to each specific zone. 
However, under the new program, no income attribution is required for credit 
utilization. Thus, a credit can be generated from certain DGAs but utilized against the 
entity’s entire California tax. 

With the economy improving, California companies are likely to hire employees who 
are eligible for the tax credit. Companies that are in growth mode and pay their 
employees above minimum wage could enjoy a significant tax benefit as the NEC is 
earned on wages up to 350% of minimum wage, whereas the EZ credit was earned up 
to 150% of minimum wage.  

Finally, out-of-state companies that begin qualified activities in California may enjoy 
significant tax benefits since their base year headcount would be zero. Any California 
headcount would satisfy the net increase in employee requirement.  

Best practices 

Benefits under the NEC are significant, but there are some barriers to entry. 
Identifying whether a location falls within a precise Designated Geographic Area can 
be challenging. Utilizing certain industry standard software platforms can help 
companies identify and confirm eligible locations. 

Capturing employee data for purposes of applying for the credit and for regular 
reporting can be both cost and time prohibitive. Implementing point-of-hire 
technology that is integrated with a company’s hiring and onboarding processes can 
help reduce the burden and errors associated with manual compilation of the data 
required to qualify for the NEC. 

Let’s talk 

Please contact one of the following PwC credits and incentives specialists for more 
information on California’s New Employment Credit.  

Tim Kacich    Raymond Tseng 
Managing Director, Boston  Manager, Los Angeles 
+1 (617) 530-4051   +1 (213) 217-3079 
timothy.j.kacich@us.pwc.com  hsien-i.tseng@us.pwc.com 
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State developments 

While not fully inclusive of all state tax credits and incentives developments, the 
following provides highlights of some notable items from January 2014 through April 
2014.  

Spotlight: New York  

Tax reform and the impact on state tax credits 

On March 31, 2014, New York Governor Andrew Cuomo signed legislation enacting 
the state’s FY 14-15 budget. In addition to substantial tax reform, the budget enacts 
significant changes to the state’s tax credits regime. The governor’s adopted budget 
differs from proposed tax credits reform in prior versions of the budget. Our Insight 
discusses notable changes that were made since the last budget draft and highlights 
some of the key new tax credits that were adopted. 

For tax years beginning on or after January 1, 2014, some of the key tax credit 
changes include revisions to the definition of a qualified New York manufacturer and 
the creation of a real property tax credit for qualified New York manufacturers. 
Several existing tax credits have also been revised. 

Finally, in addition to the creation and modification of tax credits, the legislation 
revises the manner in which the MTA Surcharge tax is calculated for taxpayers 
claiming tax credits on their New York State tax returns. Click here for our Insight on 
this law change.  

California 

California Competes Tax Credit 

Effective February 20, 2014, California adopted emergency regulations that 
implement the new California Competes Tax Credit program. 

Additionally, the California Competes Tax Credit FAQ website was updated on April 
28, 2014. 

Georgia 

Green energy credits 

Applicable to tax years beginning on or after January 1, 2015, Georgia provides a tax 
credit for heavy-duty and medium-duty vehicles fueled by an alternative fuel cell. 
[H.B. 348, enacted April 4, 2014] 

Idaho 

Tax reimbursement incentive 

Effective July 1, 2014, Idaho allows qualified businesses to receive a tax credit of up to 
30 percent of their state corporate income taxes, sales taxes, and payroll taxes paid as 
a result of a qualifying project for up to 15 years, as long as they hire a minimum 
number of new employees at a pay scale matching or surpassing the local average. 
[H.B. 546, enacted April 3, 2014] 

Illinois 

Report on tax incentives 

A Department of Revenue report examined the economic value provided by Illinois’ 
tax incentives.  

http://www.pwc.com/us/en/state-local-tax/newsletters/salt-insights/new-york-tax-reform-impact-state-tax-credits.jhtml
http://www.business.ca.gov/Portals/0/CA%20Competes/Docs/California%20Competes%20Tax%20Credit%20Regulations.pdf
http://www.business.ca.gov/Programs/CaliforniaCompetesTaxCredit.aspx
http://www.legis.ga.gov/legislation/en-US/Display/20132014/HB/348
http://legislature.idaho.gov/legislation/2014/H0546.htm
http://cgfa.ilga.gov/upload/2014januaryillinoistaxincentivesupdated012914.pdf
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Indiana 

Incentives review 

The Commission on State Tax and Financing Policy is required to review all of the 
state’s tax incentives every five years [H.B. 1020, enacted March 25, 2014] 

South Carolina 

Angel investment credit 

A South Carolina Attorney General Opinion provides that the merger of a business 
into a newly created business with same owners does not move the date on which the 
business is considered to have begun operations for purpose of determining eligibility 
for the angel investment credit.  

Texas 

Credits for clean energy 

The Comptroller announced in a January 30, 2014 Web Notice that it will begin 
issuing franchise tax credits for up to three clean energy projects. The total credit 
amount awarded to an entity is the lesser of $100 million or 10% of the total capital 
cost of the project.  

Utah 

Green energy credits 

Effective for tax years beginning on or after January 1, 2015, Utah provides credits for 
taxpayers that own or lease solar commercial energy systems. [S.B. 224, enacted April 
1, 2014] 

Effective July 1, 2014, Utah extends its credit applicable to energy efficient vehicles to 
the 2015 tax year. Prior to the bill’s enactment, the credit was only available for the 
2014 tax year. [H.B. 74, enacted March 29, 2014]  

Investment credit 

Applicable for tax years beginning on or after January 1, 2015, Utah provides credits 
to taxpayers for the construction of qualified hotels in the state. [H.B. 356, enacted 
April 2, 2014] 

Point of hire 

Applicable for the 2015 tax year, Utah creates a nonrefundable credit for taxpayers 
that pay homeless workers at or above certain wages. [H.B. 140, enacted April 1, 
2014] 

West Virginia  

Investment credit 

Effective June 6, 2014, the state provides an income tax credit to qualified 
professional services destination facilities located at or adjacent to an existing historic 
resort hotel with at least 500 rooms. [H.B. 4184, enacted March 20, 2014] 

Wisconsin 

Credit transfers 

Effective for the 2015 tax year, Wisconsin allows the transfer of certain Economic 
Development Tax Credits. [S.B. 449 enacted April 3, 2014] 

 
 
 
 
 
 
 
 

http://iga.in.gov/legislative/2014/bills/house/1020/
http://www.google.com/url?sa=t&rct=j&q=&esrc=s&frm=1&source=web&cd=1&cad=rja&uact=8&ved=0CCkQFjAA&url=http%3A%2F%2Fwww.scag.gov%2Fwp-content%2Fuploads%2F2013%2F12%2Fhammond-m-os-9661-12-11-13-high-growth-small-business-job-creation-act.pdf&ei=ETNyU6umMZHLsQS3j4L4BA&usg=AFQjCNHQoAEZg0bx6FK1q1OFDHKl62DWTA&sig2=weBTU97ujeMOrEeQb-mIYg
http://www.window.state.tx.us/taxinfo/clean_energy_credit/
http://le.utah.gov/~2014/bills/static/SB0224.html
http://le.utah.gov/~2014/bills/static/HB0074.html
http://le.utah.gov/~2014/bills/static/HB0356.html
http://le.utah.gov/~2014/bills/static/HB0140.html
http://www.legis.state.wv.us/Bill_Status/bills_history.cfm?INPUT=4184&year=2014&sessiontype=RS
https://docs.legis.wisconsin.gov/2013/proposals/sb449
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Let’s talk 
For a deeper discussion of how these issues might affect your business, please 
contact:  
 
Michael Harris 
Partner, Kansas City 
+1 (816) 218-1667 
michael.a.harris@us.pwc.com 
 

Robert Calafell  
Principal, New York 
+1 (646) 313-7529 
robert.calafell@us.pwc.com 

Thomas Henry 
Principal, Stamford 
+1 (203) 979-0371 
thomas.e.henry@us.pwc.com 

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

Melanie McDaniel 
Partner, Los Angeles 
+ (213) 356-6609 
melanie.mcdaniel@us.pwc.com 

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

Raymond Tseng 
Manager, Los Angeles 
+1 (213) 217-3079 
hsien-i.tseng@us.pwc.com 

 

 

 

Michael Harris 
National Leader - Global 
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+1 (816) 218-1667 
michael.a.harris@ 
us.pwc.com 
 
1100 Walnut Street 
Kansas City, MO 

© 2014 PricewaterhouseCoopers LLP, a Delaware limited liability partnership. All rights reserved. PwC refers to the United States 
member firm, and may sometimes refer to the PwC network.  Each member firm is a separate legal entity.  Please see 
www.pwc.com/structure for further details. 

Solicitation 

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

mailto:michael.a.harris@us.pwc.com
mailto:robert.calafell@us.pwc.com
mailto:thomas.e.henry@us.pwc.com
mailto:kenneth.hunter@us.pwc.com
mailto:melanie.mcdaniel@us.pwc.com
mailto:timothy.j.kacich@us.pwc.com
mailto:hsien-i.tseng@us.pwc.com
mailto:michael.a.harris@us.pwc.com
mailto:michael.a.harris@us.pwc.com

