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Chapter 105.
Taxation.
SUBCHAPTER I. LEVY O F TAXES.
§ 1051. Title and purpose of Subchapter.

The title of this Subchapter shall be "The Revenue Act." The purpose of this Subchapter
shall be to raise and provide revenue for the necessary uses and purposes of the government
and State of North Carolina during the next biennium and each bienniurafteerand the
provisions of this Subchapter shall be and remain in full force and effect until changed by law.

It is the policy of this State that as many State taxes as possible be structured so that they are
deductible for federal income tax purposedemthe Internal Revenue Cod#939, c. 158, ss.
A, B; 1941, c. 50, s. 1; 1983 (Reg. Sess., 1984), c. 1097, s. 1.)

§ 1051.1. Supremacy of State Constitution.

The State's power of taxation is vested in the General Assembly. Under Article V, Section
2(1), of the North Carolina Constitution, this power cannot be surrendered, suspended, or
contracted away. In the exercise of this power, the General Assembly may amend or repeal any
provision of this Subchapter in its discretion. No provision of this Subeha&pinstitutes a
contract that the provision will remain in effect in future years, and any representation made to
the contrary is of no effec2003416, s. 12.)

Article 1.
Inheritance Tax.
88 1052 through 10532: Repealed by Session Laws 19898, s. 29A.2(a), effective
January 1, 1999, and applicable to the estates of decedents dyingafber ahat
date.

Article 1A.
Estate Taxes.
§ 10532.1. Definitions.
The following definitions apply in this Article:
(2) Code.i Defined in G.S. 10228.90.
(2) Personal representativé. The personappointed by the clerk of superior
court under Chapter 28A of the General Statutes to administer the estate of a
decedent or, if no one is appointed under that Chapter, the person required to
file a federal estate tax return for the estate of the decedent.
3) Secretaryi Defined in G.S. 10228.90.(1998212, s. 29A.2(b).)

§ 10532.2. Estate tax imposed in amount equal to federal state death tax credit.
(@) Tax.i An estate tax is imposed on the estate of a decedent when a federal estate tax
is imposedn the estate under section 2001 of the Code and any of the following apply:
(1) The decedent was a resident of this State at death.
(2) The decedent was not a resident of this State at death and owned any of the

following:

a. Real property or tangible pmnal property that is located in this
State.

b. Intangible personal property that has a tax situs in this State.

(b)  Amount.i The amount of the estate tax imposed by this section is the amount of the
state death tax credit that, as of December 31, 200ald have been allowed under section
2011 of the Code against the federal taxable estate. The tax may not exceed the amount of
federal estate tax due under the Code. The federal taxable estate and the amount of the federal
estate tax due are determinedhweut taking into account the deduction for state death taxes

NC General StatutesChapter 105 1
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allowed under Section 2058 of the Code and the credits allowed under sections 2011 through
2015 of the Code.

If any property in the estate is located in a state other than North Carolina, dbatash
tax payable depends on whether the decedent was a resident of this State at death. If the
decedent was a resident of this State at death, the amount of tax due under this section is
reduced by an amount computed by multiplying the credit by adra¢he numerator of which
is the gross value of the estate that has a tax situs in another state and the denominator of which
is the value of the decedent's gross estate. If the decedent was not a resident of this State at
death, the amount of tax duedan this section is an amount computed by multiplying the
credit by a fraction, the numerator of which is the gross value of real property that is located in
North Carolina plus the gross value of any personal property that has a tax situs in North
Carolina and the denominator of which is the value of the decedent's gross estate. For purposes
of this section, the gross value of property is its gross value as finally determined in the federal
estate tax proceedings.(1998212, s. 29A.2(b); 20087, s. 9; 202-126, ss. 30C.3(a),
30C.3(b); 2002284, ss. 37A.4, 37A.5; 200816, s. 1; 200470, ss. 1, 4(a), (b); 206514, ss.
8.1, 8.2; 200662, s. 26; 200807, s. 28.17(a).)

§ 10532.3. Liability for estate tax.

€) Primary.1 The tax imposed by this Articlis payable from the assets of the estate.

A person who receives property from an estate is liable for the amount of estate tax attributable
to that property.

(b) Personal Representativie.The personal representative of an estate is liable for an
estate ta that is not paid within two years after it was due. This liability is limited to the value
of the assets of the estate that were under the control of the personal representative. The amount
for which the personal representative is liable may be recovémed the personal
representative or from the surety on any bond filed by the personal representative under Article
8 of Chapter 28A of the General Statutes.

(c) Clerk of Court.i A clerk of court who allows a personal representative to make a
final settlanent of an estate without presenting one of the following is liable on the clerk's bond
for any estate tax due:

(1)  An affirmation by the personal representative certifying that no tax is due on
the estate because this Article does not require an estatduen to be filed
for that estate.

(2) A certificate issued by the Secretary stating that the tax liability of the estate
has been satisfie 998212, s. 29A.2(b).)

8§ 10532.4. Payment of estate tax.

(@) Due Datel The estate tax imposed by thistiBle is due when an estate tax return
is due. An estate tax return is due on the date a federal estate tax return is due.

(b) Filing Return.i An estate tax return must be filed under this Article if a federal
estate tax return is required. The return nesfiled by the personal representative of the estate
on a form provided by the Secretary.

(c) Extension.i An extension of time to file a federal estate tax return is an automatic
extension of the time to file an estate tax return under this Article. Sdcretary may, in
accordance with G.S. 1@%3, extend the time for paying the estate tax imposed by this Article
or for filing an estate tax return.

(d)  Obtaining Amount Duei. The personal representative of an estate may sell assets in
the estate to dhin money to pay the tax imposed by this Article.

(e)  Administration.i Article 9 of this Chapter applies to this Articl€l998212, s.
29A.2(b).)
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8 10532.5. Making installment payments of tax due when federal estate tax is payable in
installments.

A personal representative who elects under section 6166 of the Code to make installment
payments of federal estate tax may elect to make installment payments of the tax imposed by
this Article. An election under this section extends the time for paymerteofak due in
accordance with the extension elected under section 6166 of the Code. Payments of tax are due
under this section at the same time and in the same proportion to the total amount of tax due as
payments of federal estate tax under section 618teoCode. Acceleration of payments under
section 6166 of the Code accelerates the payments due under this 44&88212, s.
29A.2(b).)

§ 10532.6. Estate tax is a lien on real property in the estate.

The tax imposed by this Article on an estate igen on the real property in the estate and
on the proceeds of the sale of the real property in the estate. The lien is extinguished when one
of the following occurs:

(1) The personal representative certifies to the clerk of court that no tax is due
on the estate because this Article does not require an estate tax return to be
filed for that estate.

(2)  The Secretary issues a certificate stating that the tax liability of the estate has
been satisfied.

3) For specific real property, when the Secretapués a tax waiver for that
property.

(4) Ten years have elapsed since the date of the decedent's(#1888212, s.
29A.2(b).)

§ 10532.7. Generationskipping transfer tax.

(&) Tax.i A tax is imposed on a generatiskipping transfer that is subjea the tax
imposed by Chapter 13 of Subtitle B of the Code when any of the following apply:

(1) The original transferor is a resident of this State at the date of the original
transfer.

(2)  The original transferor is not a resident of this State at the afatee
original transfer and the transfer includes any of the following:
a. Real or tangible personal property that is located in this State.
b. Intangible personal property that has a tax situs in this State.

(b)  Amount.i The amount of the tax imposédg this section is the maximum credit for
state generatioekipping transfer taxes allowed under section 2604 of the Code. If property in
the transfer is located in a state other than North Carolina, the amount of tax payable is the
North Carolina percengg of the credit.

If the original transferor was a resident of this State at the date of the original transfer, the
North Carolina percentage is the net value of the property transferred that does not have a tax
situs in another state, divided by the nedue of all property transferred. If the original
transferor was not a resident of this State at the date of the original transfer, the North Carolina
percentage is the net value of real property that is located in North Carolina plus the net value
of anypersonal property that has a tax situs in North Carolina, divided by the net value of all
property transferred, unless the original transferor's state of residence uses a different formula
to determine that state's percentage. In that circumstance, ttite@&oplina percentage is the
amount determined by the formula used by the original transferor's state of residence.

The net value of property that is located in or has a tax situs in this State is its gross value
reduced by any debt secured by that priypdrhe net value of all the property in a transfer is
its gross value reduced by any debts secured by the property.
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(© Paymenti The tax imposed by this section is due when a return is due. A return is
due the same date as the federal return for payoighe federal generatieskipping transfer
tax. The tax is payable by the person who is liable for the federal genestafipng transfer
tax. (1998212, s. 29A.2(b).)

§ 10532.8. Federal determination that changes the amount of tax payable to thea§d.

If the federal government corrects or otherwise determines the gross estate tax imposed
under section 2001 of the Code or the amount of the maximum state death tax credit allowed an
estate under section 2011 of the Code, the personal representadtyevitiin six months after
being notified of the correction or final determination by the federal government, file an estate
tax return with the Secretary reflecting the correct amount of tax payable under this Article. If
the federal government correats otherwise determines the amount of the maximum state
generatiorskipping transfer tax credit allowed under section 2604 of the Code, the person who
made the transfer must, within six months after being notified of the correction or final
determination § the federal government, file a tax return with the Secretary reflecting the
correct amount of tax payable under this Article.

The Secretary must propose an assessment for any additional tax due as provided in Article
9 of this Chapter and must refund amyerpayment of tax as provided in Article 9 of this
Chapter. A person who fails to report a federal correction or determination in accordance with
this section is subject to the penalties in G.S.-286 and forfeits the right to any refund due
by reasonof the determination(1998212, s. 29A.2(b); 199837, s. 13; 200435, s. 24;
200618, s. 3; 200491, s. 6.)

Article 2.
Privilege Taxes.
§ 10533. Taxes under this Article.

(a) General.l Taxes in this Article are imposed for the privilege of carrying on the
business, exercising tipeivilege, or doing the act named.

(b) License Taxesi A license tax imposed by this Article is an annual tax. The tax is
due by July 1 of each year. The tax is imposed for the privilege of engaging in a specified
activity during the fiscal year that begion the July 1 due date of the tax. The full amount of a
license tax applies to a person who, during a fiscal year, begins to engage in an activity for
which this Article requires a license. Before a person engages in an activity for which this
Article requires a license, the person must obtain the required license.

(c) Other Taxesi The taxes imposed by this Article on a percentage basis or another
basis are due as specified in this Article.

(d) Repealed by Session Laws 1998 s. 2.

(e) Repealed by Ssion Laws 1989, c. 584, s. 1.

(M, (g) Repealed by Session Laws 1998 s. 2.

(h) Liability Upon Transfer.i A grantee, transferee, or purchaser of any business or
property subject to the State taxes imposed in this Article must make diligent inquoy as
whether the State tax has been paid. If the business or property has been granted, sold,
transferred, or conveyed to an innocent purchaser for value and without notice that the vendor
owed or is liable for any of the State taxes imposed under thidéArine property, while in the
possession of the innocent purchaser, is not subject to any lien for the taxes.

(), () Repealed by Session Laws 1998 s. 2.

(K) Repealed by Session Laws 1987, c. 19039, c. 158, s. 100; 1943, c. 400, s. 2;
1951, c.643, s. 2; 1953, c. 981, s. 1; 1963, c. 294, s. 3; 1973, c. 476, s. 193; 1977, c. 657, s. 1;
1981, c. 83, ss. 1, 2; 1985, c. 114, s. 10; 1985 (Reg. Sess., 1986), c. 826, ss. 1, 2; c. 934, s. 3;
1987, c. 190; 1989, c. 584, s. 1; 1989 (Reg. Sess., 1984 cs. 1; 1991 (Reg. Sess., 1992),



OCoO~NOOUISA, WN B

c. 981, s. 1; 1993, c. 539, s. 688; 1994, Ex. Sess., c. 24, s. 14(c); 1996, 2nd Ex. Sess., c. 14, ss.
18, 19; 19985, ss. 1, 2.)

§ 10533.1. Definitions.
The following definitions apply in this Article:
(2) City. 1 Defined in G.S. 10228.90.
(la) Code.i Defined in G.S. 10228.90.
(2) Repealed by Session Laws 1998 s. 3.
(3) Personi Defined in G.S. 10228.90.
4) Secretaryi Defined in G.S. 10228.90.(1991, c. 45, s. 1; 1991 (Reg. Sess.,
1992), c. 922, £; 1993, c. 12, s. 3; c. 354, s. 6; 1998 s. 3.)

§ 10534: Repealed by Session Laws 1979, c. 63.
§ 10535: Repealed by Session Laws 1979, c. 72.

88 10536 through 10537: Repealed by Session Laws 1996, Second Extra Session, c. 14,
s. 17.

§ 10537.1. (For contingent repeal, see note) Live entertainment and ticket resales.

(@)  Scopel A privilege tax is imposed on the following:

(1) The gross admissions receipts of a person who is engaged in providing
admission to live entertainment of any kiGloss admissions receipts under
this subdivision do not include charges for amenities. If charges for
amenities are not separately stated on the face of an admission ticket, then
the charge for admission is considered to be equal to the admission charge
for a ticket to the same event that does not include amenities and is for a seat
located directly in front of or closest to a seat that includes amenities.

(2)  The gross admissions receipts of a person who is engaged in the business of
reselling on the Interet under G.S. 1844.1 an admission ticket that is
taxable under subdivision (1) of this subsection. If the price of an admission
ticket is printed on the face of the ticket, gross receipts under this
subdivision exclude the face price. If the price ofaamission ticket is not
printed on the face of the ticket, the tax under this subdivision applies to the
difference between the amount the reseller paid for the ticket and the amount
the reseller charges for the ticket.

3) Repealed by Session Laws 2631 s. 31.7(a), effective June 30, 2010.

(b) Rate and Paymernit. The rate of the privilege tax imposed by this section is three
percent (3%). The tax is due when a return is due. A return is due by the 10th day after the end
of each month and covers the ggaeceipts received during the previous month.

(c) Advance Reporfi. A person who owns or controls a live entertainment performance
subject to the tax imposed by this section and who plans to bring the performance to this State
from outside the State muBlke a statement with the Secretary that lists the dates, times, and
places of the performance. The statement must be filed no less than five days before the first
performance in this State.

(d) Local Taxesi Cities may levy a license tax on a persorethxinder subdivision
(a)(2) of this section; however, the tax may not exceed twiargydollars ($25.00). Cities may
not levy a license tax on a person taxed under subdivision (a)(2) of this section. Counties may
not levy a license tax on a person taxedar this section(1939, c. 158, ss. 105, 106; 1943, c.

400, s. 2; 1945, c. 708, s. 2; 1947, c. 501, s. 2; 1963, c. 1231; 1967, c. 865; 1973, c. 476, s. 193;
c. 476, s. 193; 1977, c. 657, s. 1; 1981, c. 2; c. 83, s. 3; . 977; 1985, c. 376; 1985¢Reg. Se
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1986), c. 819, s. 3; 1987 (Reg. Sess., 1988), c. 1082, s. 1.1; 1989, c. 584, ss. 5, 6; 1989 (Reg.
Sess., 1990), c. 814, s. 2; 1991, c. 45, s. 2; 1996, 2nd Ex. Sess., c. 14, s. -2, 5399, 5;
1999337, s. 14(a); 199956, s. 26; 20131, s. 317/(a); 2011330, s. 1.)

§ 10537.2: Repealed by Session Law 1998, s. 3.

§ 10538: Repealed by Session Laws 19337, s. 14(b).

§ 10538.1. Motion picture shows.

(@ A privilege tax at the rate of one percent (1%) is imposed on the gross refepts
person who is engaged in the business of operating a motion picture show for which an
admission is charged. The tax is due when a return is due. A return is due by the 10th day after
the end of each month and covers the gross receipts received tharipgevious month. If a
person offers an entertainment or amusement that includes both a motion picture taxable under
this section and an entertainment or amusement taxable under G:%7.10%he tax in that
statute applies to the entire gross receipts the tax levied in this section does not apply.

(b) Repealed by Session Laws 19897, s. 15(a)(199895, s. 5.1; 199837, s. 15(a).)

8 10539. Repealed by Session Laws 1987 (Reg. Sess., 1988), c. 1082, s. 1.)

8§ 10540. Amusements Certain exhibitions, performances, and entertainments exempt
from tax.
The following forms of amusement are exempt from the taxes imposed under this Article:

(1)

)
®3)

(4)

()
(6)

(6a)

All exhibitions, performances, and entertainments, except as in this Article
expressly mentioned astnexempt, produced by local talent exclusively, for
the benefit of religious, charitable, benevolent or educational purposes, as
long as no compensation is paid to the local talent.

The North Carolina Symphony Society, Incorporated, as specified in G.S
14010.1.

All exhibits, shows, attractions, and amusements operated by a society or
association organized under the provisions of Chapter 106 of the General
Statutes where the society or association has obtained a permit from the
Secretary to operateithout the payment of taxes under this Article.

All outdoor historical dramas, as specified in Article 19C of Chapter 143 of
the General Statutes.

All elementary and secondary school athletic contests, dances, and other
amusements.

The firstone thousand dollars ($1,000) of gross receipts derived from dances
and other amusements actually promoted and managed by civic
organizations when the entire proceeds of the dances or other amusements
are used exclusively for civic and charitable purpasfethe organizations

and not to defray the expenses of the organization conducting the dance or
amusement. The mere sponsorship of a dance or another amusement by a
civic or fraternal organization does not exempt the dance or other
amusement, because theemption applies only when the dance or
amusement is actually managed and conducted by the civic or fraternal
organization.

A youth athletic contest with an admissions price that does not exceed ten
dollars ($10.00) sponsored by a person exempt froconme tax under
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(7)

(7a)

(8)

(9)

(10)

(11)

(12)

Article 4 of this Chapter. For the purpose of this subdivision, a youth athletic

contest means a contest in which each participating athlete is less than 20

years of age.

All dances, motion picture shows, and other amusements promoted a

managed by a qualifying corporation that operates a center for the

performing and visual arts if the dance or other amusement is held at the

center. "Qualifying corporation" means a corporation that is exempt from

income tax under G.S. 14830.11(a)(3)."Center for the performing and

visual arts" means a facility, having a fixed location, that provides space for

dramatic performances, studios, classrooms, and similar accommodations to

organized arts groups and individual artists. This exemption doesppbt

to athletic events.

All exhibitions, performances, and entertainments promoted and managed by

"a nonprofit arts organization." This exemption does not apply to athletic

events. A "nonprofit arts organization” is an organization that meets both o

the following requirements:

a. It is exempt from income tax under G.S. 118D.11(a)(3).

b. Its primary purpose is to create, produce, present, or support music,
dance, theatre, literature, or visual arts.

A person that is exempt from income tax undicle 4 of this Chapter and

is engaged in the business of operating a teen center. A "teen center" is a

fixed facility whose primary purpose is to provide recreational activities,

dramatic performances, dances, and other amusements exclusively for

teeragers.

All entertainments or amusements offered or given on the Cherokee Indian

reservation when the person giving, offering, or managing the entertainment

or amusement is authorized to do business on the reservation and pays the

tribal gross receiptevy to the tribal council.

Arts festivals held by a person that is exempt from income tax under Article

4 of this Chapter and that meets the following conditions:

a. The person holds no more than two arts festivals during a calendar
year.

b. Each of the person's arts festivals last no more than seven
consecutive days.

C. The arts festivals are held outdoors on public property and involve a

variety of exhibitions, entertainments, and activities.
Community festivals held by a person who is exemgnfincome tax under
Article 4 of this Chapter and that meets all of the following conditions:

a. The person holds no more than one community festival during a
calendar year.

b. The community festival lasts no more than seven consecutive days.

C. The commuity festival involves a variety of exhibitions,

entertainments, and activities, the majority of which are held
outdoors and are open to the public.
All farm-related exhibitions, shows, attractions, or amusements offered on
land used for bona fidiarm purposes as defined in G.S. 15340. (1939,
c. 158, s. 108; 19985, ss. 5.1, 6; 19986, s. 2; 199837, s. 15(b);
2000140, s. 61; 20084, s. 1; 20016, s. 1; 200627, ss. 2, 3(a), (b);
2009550, s. 5.1.)

§ 10541. Attorneysat-law and other professionals.
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(@) Every individual in this State who practices a profession or engages in a business
and is included in the list below must obtain from the Secretary a statewide license for the
privilege of practicing the profession or engaging in theid®ss. A license required by this
section is not transferable to another person. The tax for each license is fifty dollars ($50.00).

(1)
(2)

3)
(4)
(5)
(6)
(7)

(8)

(9)

(10)

(11)
(12)

An attorneyat-law.

A physician, a veterinarian, a surgeon, an osteopath, a chiropractor, a
chiropodist, a dentistan ophthalmologist, an optician, an optometrist, or
another person who practices a professional art of healing.

A professional engineer, as defined in G.S.8C

A registered land surveyor, as defined in G.S.-89C

An architect.

A landscape architect.

A photographer, a canvasser for any photographer, or an agent of a
photographer in transmitting photographs to be copied, enlarged, or colored.
A real estate broker as defined in G.S. 9B8AA real estate broker who is
also a real state appraiser is required to obtain only one license under this
section to cover both activities.

A real estate appraiser, as defined in G.S.-93E A real estate appraiser
who is also a real estate broker is required to obtain only one licenee und
this section to cover both activities.

A person who solicits or negotiates loans on real estate as agent for another
for a commission, brokerage, or other compensation.

A mortician or embalmer licensed under G.5290.25.

An individual licensed under Article 9F of Chapter 143 of the General
Statutes, the Home Inspector Licensure Act.

(b)  The following persons are exempt from the tax:

(1)
)

3)

A person who is at least 75 years old.

A person practicing the professional art of healing féeeaor reward, if the
person is an adherent of an established church or religious organization and
confines the healing practice to prayer or spiritual means.

A blind person engaging in a trade or profession as a sole proprietor. A
"blind person" meanany person who is totally blind or whose central visual
acuity does not exceed 20/200 in the better eye with correcting lenses, or
where the widest diameter of visual field subtends an angle no greater than
20 degrees. This exemption shall not extend g sole proprietor who
permits more than one person other than the proprietor to work regularly in
connection with the trade or profession for remuneration or recompense of
any kind, unless the other person in excess of one so remunerated is a blind
person

(© Every person engaged in the public practice of accounting as a principal, or as a
manager of the business of public accountant, shall pay for such license fifty dollars ($50.00),
and in addition shall pay a license of twelve dollars and fifty ce$#8.50) for each person
employed who is engaged in the capacity of supervising or handling the work of auditing,
devising or installing systems of accounts.

(d) Repealed by Session Laws 1998 s. 7, effective July 1, 1999.

(e) Licenses issued under ttgsction are issued as personal privilege licenses and shall
not be issued in the name of a firm or corporation. A licensed photographer having a located
place of business in this State is liable for a license tax on each agent or solicitor employed by
the photographer for soliciting business. If any person engages in more than one of the
activities for which a privilege tax is levied by this section, the person is liable for a privilege
tax with respect to each activity engaged in.



OCoO~NOOUIE WNPE

)] Repealed by Sessioraws 1981, c. 17.
(9) Repealed by Session Laws 1998 s. 7, effective July 1, 1999.

(h) Counties and cities may not levy any license tax on the business or professions

taxed under this section.
) Obtaining a license required by this Article does not of itself authorize the practice

of a profession, business, or trade for which a State qualification license is rei®&8, c.

158, s. 109; 1941, c. 50, s. 3; 1943, c. 400, s. 2; 1949, c. 683, A95306; 1957, c. 1064,

1973, c. 476, s. 193; 1981, c. 17; c. 83, ss. 4, 5; 1989, c. 584, s. 7; 1991 (Reg. Sess., 1992), c.

974, s. 1; 1993, c. 419, s. 13.2; 1998 s. 7, 2002458, s. 3; 200276, s. 23A.1(b); 200206,
S. 1; 2009445, s. 1; 201-B30,s. 6.)

§ 10541.1. Repealed by Session Laws 1975, c. 619, s. 2, effective October 1, 1975.
8§ 10542: Repealed by Session Laws 1996, Second Extra Session, c. 14, s. 17.

§ 10543. Repealed by Session Laws 1973, c. 1195, s. 8.

§ 10544: Repealed bySession Laws 1981 (Regular Session, 1982), c. 1228.

88 10545 through 46: Repealed by Session Laws 1996, Second Extra Session, c.14, s. 17.
§ 10547: Repealed by Session Laws 1979, c. 69.

§ 10548: Repealed by Session Laws 1979, c. 67.

§ 10548.1: Repealed by Session Laws 1981, c. 7.

8§ 10549: Repealed by Session Laws 1989, c. 584, s. 10.

8§ 10550: Repealed by Session Laws 1996, Second Extra Session, c. 14, s. 17.

8§ 10551: Repealed by Session Laws 1989, c. 584, s. 12.

8§ 10551.1: Repeald by Session Laws 1996, Second Extra Session, c. 14, s. 17.

8§ 10552: Repealed by Session Laws 1979, c. 16, s. 1.

88 10553 through 10555: Repealed by Session Laws 1996, Second Extra Session, c. 14,
s. 17.

8 10556: Repealed by Session Laws 1981,5.

8 10557: Repealed by Session Laws 1987 (Reg. Sess., 1988), c. 1081, s. 1.

§ 10558: Repealed by Session Laws 1996, Second Extra Session, c. 14, s. 17.

§ 10559: Repealed by Session Laws 1981 (Regular Session, 1982), c. 1282, s. 44.

88 10560 through 105-61: Repealed by Session Laws 1996, Second Extra Session, c. 14, s.
17.
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§ 10561
§ 10562
§ 10563
§ 10564

§ 10564

88 10565 through 10565.1: Repealed by Session Laws 1996, Second Extra Session, c. 14,

§ 10565
§ 10566

§ 10566

§ 10567:
§ 10568:
§ 10569:
§ 10570:
§ 10571:
§ 10572:
§ 10573.
§ 10574:

§ 10575:

§ 10575

§ 10576

§ 10577:

§ 10578

§ 10579

§ 10580:

§ 10581.

.1. Repealed by Session Laws 1989, c. 584, s. 17.

: Repealed by Session Laws 1996, Second Extra Session, c. 14, s. 17.
: Repealed by Sessidoaws 1979, c. 65.

: Repealed by Session Laws 1989, c. 584, s. 19.

.1: Repealed by Session Laws 1989, c. 584, s. 19.

s.17.
.2: Repeadd by Session Laws 1989, c. 584, s. 19.
: Repealed by Session Laws 1989, c. 584, s. 19.
.1: Repealed by Session Laws 1996, Second Extra Session, c. 14, s. 17.
Repealed by Session Laws 1991 (Regular Session, 1992), c.94a5,
Repealed by Session Laws 1981 (Regular Session, 1982), c. 1229.
Repealed by Session Laws 1973, c. 1200, s. 1.
Repealed by Session Laws 1996, Second Extra Session, c. 14, s. 17.
Repealed by Sessionaws 1979, c. 70.
Repealed by Session Laws 1996, Second Extra Session, c. 14, s. 17.
Repealed by Session Laws 1957, c. 1340, ss. 2, 9.
Repealed by Session Laws 1996, Second Extra Session, c. 14, s. 17.

Repealed by Session Laws 1979, 2nd Session, c. 1304, s. 1.

.1. Repealed by Session Laws 1996, Second Extra Session, c. 14, s. 17.

: Repealed by Session Laws 1979, c. 62.

Repealed by Session Laws 1996, Second Extra Sessiori4;.s. 17.

: Repealed by Session Laws 1979, c. 66.

: Repealed by Session Laws 1979, c. 150, s. 4.

Repealed by Session Laws 1996, Second Extra Session, c. 14, s. 17.

Repealed by Session Laws 1947, c. 501, s. 2.
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810582: Repealed by Session Laws 1989, c. 584, s. 24.

§ 10583. Installment paper dealers.

@) Every person engaged in the business of dealing in, buying, or discounting
installment paper, notes, bonds, contracts, or evidences of debt for whioh tiatelof or in
connection with the execution of the instruments, a lien is reserved or taken upon personal
property located in this State to secure the payment of the obligations, shall submit to the
Secretary quarterly no later than the twentieth dajaoiuary, April, July, and October of each
year, upon forms prescribed by the Secretary, a full, accurate, and complete statement, verified
by the officer, agent, or person making the statement, of the total face value of the obligations
dealt in, bought, odiscounted within the preceding three calendar months and, at the same
time, shall pay a tax of two hundred sevest#yen thousandths of one percent (.277%) of the
face value of these obligations.

(b) Repealed by Session Laws 1998 s. 9.

(c) If any peson deals in, buys, or discounts any obligations described in this section
without paying a tax imposed by this section, the person may not bring an action in a State
court to enforce collection of an obligation dealt in, bought, or discounted duripgrioel of
noncompliance with this section until the person pays the amount of tax, penalties, and interest
due.

(d)  This section does not apply to corporations liable for the tax levied under G.S.
105-102.3 or to savings and loan associations.

(e) Countiesand cities shall not levy any license tax on the business taxed under this
section.(1939, c. 158, s. 148; 1957, c. 1340, s. 2; 1973, c. 476, s. 193; 1981, c. 83, ss. 8, 9;
1991, c. 45, s. 3; 1991 (Reg. Sess., 1992), c. 965, s. 3:980989; 19988, s. 1(f).)

§ 10584: Repealed by Session Laws 1979, c. 150, s. 5.

88 10585 through 10586: Repealed by Session Laws 1996, Second Extra Session, c. 14,
s. 17.

8 10587: Repealed by Session Laws 1981, c. 6.

§ 10588. Loan agencies.

(@) Every personfirm, or corporation engaged in any of the following businesses must
pay for the privilege of engaging in that business an annual tax of two hundred fifty dollars
($250.00) for each location at which the business is conducted:

(1) The business of makingpans or lending money, accepting liens on, or
contracts of assignments of, salaries or wages, or any part thereof, or other
security or evidence of debt for repayment of such loans in installment
payment or otherwise.

(2)  The business of check cashingukeged under Article 22 of Chapter 53 of
the General Statutes.

(3)  The business of pawnbroker regulated under Chapter 91A of the General
Statutes.

(b)  This section does not apply to banks, industrial banks, trust companies, savings and
loan associations,ocoperative credit unions, the business of negotiating loans on real estate as
described in G.S. 1651, or insurance premium finance companies licensed under Article 35 of
Chapter 58 of the General Statutes. This section applies to those persons oisanyre&ting
what are commonly known as loan companies or finance companies and whose business is as
hereinbefore described, and those persons, firms, or corporations pursuing the business of
lending money and taking as security for the payment of thedodrnnterest an assignment of
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wages or an assignment of wages with power of attorney to collect the amount due, or other
order or chattel mortgage or bill of sale upon household or kitchen furniture. No real estate
mortgage broker is required to obtainraviiege license under this section merely because the
broker advances the broker's own funds and takes a security interest in real estate to secure the
advances and when, at the time of the advance, the broker has already made arrangements with
others forthe sale or discount of the obligation at a later date and does so sell or discount the
obligation within the period specified in the arrangement or extensions thereof; or when, at the
time of the advance the broker intends to sell the obligation toso#ttex later date and does,

within 12 months from date of initial advance, make arrangements with others for the sale of
the obligation and does sell the obligation within the period specified in the arrangement or
extensions thereof; or because the bro&dvances the broker's own funds in temporary
financing directly involved in the production of permantmte loans for sale to others; and no

real estate mortgage broker whose mortgage lending operations are essentially as described
above is required tobdain a privilege license under this section.

(c) At the time of making any such loan, the person, or officer of the firm or
corporation making the loan, shall give to the borrower in writing in convenient form a
statement showing the amount received ke tlorrower, the amount to be paid back by the
borrower, the time in which the amount is to be paid, and the rate of interest and discount
agreed upon.

(d)  Aloan made by a person who does not comply with this section is not collectible at
law under G.S105269.13.

(e) Counties, cities, and towns may levy a license tax on the business taxed under this
section. Except as provided in G.S. 16PAL and G.S. 153A52, the tax may not exceed one
hundred dollars ($100.00)1939, c. 158, s. 152; 1967, c. 1080;1232, s. 2; 1973, c. 476, s.

193; 1991, c. 45, s. 4; 1993, c. 539, s. 695; 1994, Ex. Sess., c. 24, s. 14(€981998(q);
1999438, s. 2; 200A.20, s. 3; 200A73, s. 2.)

88 10589 through 10590: Repealed by Session Laws 1996, Second Ex8assion, c. 14,
s. 17.

8§ 10590.1: Repealed by Session Laws 1989 (Regular Session, 1990), c. 814, s. 4.
8 10591: Repealed by Session Laws 1996, Second Extra Session, c. 14, s. 17.

8 10592: Repealed by Session Laws 1981 (Regular Session, 1982).227.

8 10593: Repealed by Session Laws 1979, c. 68.

8 10594. Repealed by Session Laws 1947, c. 501, s. 2.

8 10595. Repealed by Session Laws 1947, c. 831, s. 2.

8 10596: Repealed by Session Laws 1981 (Regular Session, 1982), c. 1231.

88 10597 through 10599: Repealed by Session Laws 1996, Second Extra Session, c. 14,
s. 17.

8 105100: Repealed by Session Laws 1979, c. 64.

8§ 105101: Repealed by Session Laws 1979, c. 85, s. 1.
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8§ 105102: Repealed by Session Laws 1981 (Regular Session,2)98. 1230.
§ 105102.1: Repealed by Session Laws 1996, Second Extra Session, c. 14, s. 17.
8§ 105102.2: Repealed by Session Laws 1981 (Regular Session, 1982), c. 1213.

§ 105102.3. Banks.

There is imposed upon every bank or banking associaticliding each national banking
association, that is operating in this State as a commercial bank, an industrial bank, a savings
bank created other than under Chapter 54B or 54C of the General Statutes or the Home Owners'
Loan Act of 1933 (12 U.S.C. 88 1#&8), a trust company, or any combination of such
facilities or services, and whether such bank or banking association, hereinafter to be referred
to as a bank or banks, is organized, under the laws of the United States or the laws of North
Carolina, in he corporate form or in some other form of business organization, an annual
privilege tax. A report and the privilege tax are due by the first day of July of each year on
forms provided by the Secretary. The tax rate is thirty dollars ($30.00) for eadhikioa
dollars ($1,000,000) or fractional part thereof of total assets held as provided in this section.
The assets upon which the tax is levied shall be determined by averaging the total assets shown
in the four quarterly call reports of condition (cohdating domestic subsidiaries) for the
preceding calendar year as required by bank regulatory authorities. If a bank has been in
operation less than a calendar year, then the assets upon which the tax is levied shall be
determined by multiplying the avage of the total assets by a fraction, the denominator of
which is 365 and the numerator of which is the number of days of operation. If a bank operates
an international banking facility, as defined in G.S.-138.5(b)(13), the assets upon which the
tax is levied shall be reduced by the average amount for the taxable year of all assets of the
international banking facility which are employed outside the United States, as computed
pursuant to G.S. 10530.5(b)(13)c. For an ouif-state bank with one or mobganches in this
State, or for an wstate bank with one or more branches outside this State, the assets of the
out-of-state bank or of the istate bank upon which the tax is levied shall be reduced by the
average amount for the taxable year of all @sstthe outof-state bank or of the istate bank
which are employed outside this State. The tax imposed in this section shall be for the privilege
of carrying on the businesses herein defined on a statewide basis regardless of the number of
places or loations of business within the State. Counties and cities may not levy a license or
privilege tax on the businesses taxed under this section, nor on the business of an international
banking facility as defined in subdivision (b)(13) of G.S.-138.5.(1973 c. 1053, s. 7; 1981,

c. 855, s. 2; 1985 (Reg. Sess., 1986), c. 985, s. 4; 1995, c. 322, s.-2519980; 19988, s.

1(h).)
§ 105102.4: Repealed by Session Laws 1989, c. 584, s. 35.
8§ 105102.5: Repealed by Session Laws 1996, Second Extra Bess. 14, s. 17.

§ 105102.6. Publishers of newsprint publications.
(@) Purposei The purpose of this section is to provide incentives for the recycling of
newsprint and magazines and for the use of newsprint that contains recycled content.
(b) Definitions.i The following definitions apply in this section:
(2) Gross tonnage of newsprint consumedlhe weight in metric tons of all
newsprint consumed by a publisher.
(2) Newsprint.i Uncoated paper, whether supercalendered or machine finished,
made pnmarily from mechanical wood pulp combined with some chemical
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wood pulp, weighing between 24.5 and 35 pounds for 500 sheets of paper
two feet by three feet in size, and having a brightness of less than 60.

(2a) Nonvirgin newsprint.i Newsprint that containgecycled postconsumer
recovered paper.

3) Postconsumer recovered papeRaper products, generated by a business or
consumer, that have served their intended end uses and have been separated
or diverted from solid waste.

4) Publisher.i A person engagkin the business of producing publications
printed on newsprint who acquires and uses newsprint for this business.

(5) Recycled content percentageThe percentage by weight of the total gross
tonnage of newsprint consumed by the publisher that is estycl
postconsumer recovered paper. For example, if a publisher consumes 10 tons
of virgin newsprint, 10 tons of nonvirgin newsprint that contains fifty
percent (50%) recycled postconsumer recovered paper, and 10 tons of
nonvirgin newsprint that contains tpercent (10%) recycled postconsumer
recovered paper, the publisher's recycled content percentage is 6/30 or
twenty percent (20%).

(6) Recycled content tonnagé. The weight in metric tons of the total gross
tonnage of newsprint consumed by the publisheat tis recycled
postconsumer recovered paper.

(7)  Recycling.1 Any process by which solid waste, or materials that would
otherwise become solid waste, are collected, separated, or processed, and
reused or returned to use in the form of raw materials oupted

(8) Recycling tonnagéd. The weight in metric tons of newsprint and magazines
recycled or diverted to recycling by a publisher.

(9)  Virgin newsprint.i Newsprint that does not contain recycled postconsumer
recovered paper.

(c) Minimum Recycled ContdénPercentageli The recycled content percentage of
newsprint consumed by a publisher shall equal or exceed the following minimum recycled
content percentages:

During 1991 and 1992, twelve percent (12%).

During 1993, fifteen percent (15%).

During 1994, twety percent (20%).

During 1995 and 1996, twenfive percent (25%).

During 1997 and 1998, thirty percent (30%).

During 1999 through 2004, thiriyve percent (35%).

After 2004, forty percent (40%).

A publisher who has developed and operates or contractedmperation of a newspaper or
magazine recycling program shall receive partial credit toward the recycled content percentage
goals established in this subsection on the basis of one ton of credit toward its total recycled
content tonnage for each tohrecycling tonnage.

(d) Tax. T Every publisher shall apply for and obtain from the Secretary a newsprint
publisher tax reporting number and shall file an annual report with the Secretary by January 31
of each year. The report shall include the followingpimation for the preceding calendar
year:

(2) Tonnage of virgin newsprint consumed.

(2)  Tonnage of nonvirgin newsprint consumed.

(3) Gross tonnage of newsprint consumed.

4) Itemized percentages of recycled postconsumer recovered paper contained in
tonnage of nonvirgin newsprint consumed.

(5) Recycled content tonnage.
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(6) Recycled content percentage.

(7) Recycling tonnage.

In addition, each publisher whose recycled content percentage for a calendar year is less than
the applicable minimum recycled contg@rcentage provided in subsection (c) shall pay a tax

of fifteen dollars ($15.00) on each ton by which the publisher's recycled content tonnage falls
short of the tonnage of recycled postconsumer recovered paper needed to achieve the applicable
minimum reycled content percentage provided in subsection (c). This tax is due when the
report is filed. No county or city may impose a license tax on the business taxed under this
section.

(e) Exemption.i The tax levied in this section does not apply to an amecalctlated
pursuant to subsection (d) to the extent the amount is attributable solely to the publisher's
inability to obtain sufficient recycled content newsprint because (i) recycled content newsprint
was not available at a price comparable to the mfoargin newsprint; (ii) recycled content
newsprint of a quality comparable to virgin newsprint was not available; or (iii) recycled
content newsprint was not available within a reasonable period of time during the reporting
period. In order to claim thexemption provided in this subsection, a publisher must certify to
the Secretary:

(1) The amount of virgin newsprint consumed by the publisher during the
reporting period solely for one of the reasons listed above.

(2) That the publisher attempted to obtaiecycled content newsprint from
every manufacturer of recycled content newsprint that offered to sell
recycled content newsprint to the publisher within the preceding calendar
year.

(3) The name, address, and telephone number of each recycled content
newsprint manufacturer contacted, including the company name and the
name of the company's individual representative or employee.

() Use of Proceed$. The Secretary shall, on or before April 15 of each year, credit the
net proceeds of the tax imposed bystBection to the Solid Waste Management Trust Fund
created in G.S. 130809.12.(1991, c. 539, s. 2; c. 761, s. 18; 1991 (Reg. Sess., 1992), c. 1007,
s. 1; 1995, c. 459, s. 1; 19986, s. 27; 19985, s. 11; 199846, s. 1.)

§ 105103. Unlawful to operde without license.

When a license tax is required by law, and whenever the General Assembly shall levy a
license tax on any business, trade, employment, or profession, or for doing any act, it shall be
unlawful for any person, firm, or corporation withcatlicense to engage in such business,
trade, employment, profession, or do the act; and when such tax is imposed it shall be lawful to
grant a license for the business, trade, employment, or for doing the act; and no person, firm, or
corporation shall beallowed the privilege of exercising any business, trade, employment,
profession, or the doing of any act taxed in this schedule throughout the State under one
license, except under a statewide lice($839, c. 158, s. 181; 1998, s. 41.)

8 105104: Repealed by Session Laws 20091, s. 2, effective January 1, 2008.

8§ 105105. Persons, firms, and corporations engaged in more than one business to pay tax
on each.

Where any person, firm, or corporation is engaged in more than one business, trade,
emgdoyment, or profession which is made under the provisions of this Article subject to State
license taxes, such persons, firms, or corporations shall pay the license tax prescribed in this
Article for each separate business, trade, employment, or profgd€88, c. 158, s. 183.)

§ 105106. Effect of change in name of firm.
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No change in the name of a firm, partnership, or corporation, nor the taking in of a new
partner, nor the withdrawal of one or more of the firm, shall be considered as commencing
business; but if any one or more of the partners remain in the firm, cgréd th change in
ownership of less than a majority of the stock, if a corporation, the business shall be regarded
as continuing(1939, c. 158, s. 184.)

§ 105107: Repealed by Session Laws 1998, s. 12, effective July 1, 1999.

8§ 105108. Property usd in a licensed business not exempt from taxation.

A State license, issued under any of the provisions of this Article shall not be construed to
exempt from other forms of taxation the property employed in such licensed business, trade,
employment, or prassion (1939, c. 158, s. 186.)

§ 105109. Obtaining license and paying tax.

€) Repealed by Session Laws 1988 s. 13, effective July 1, 1999.

(b) License Required. Before a person may engage in a business, trade, or profession
for which a license s required under this Article, the person must be licensed by the
Department. To obtain a license, a person must submit an application to the Department for the
license and pay the required tax. An application for a license is considered a return.

The Depament must issue a license to a person who files a completed application and pays
the required tax. A license must be displayed conspicuously at the location of the licensed
business, trade, or profession.

(c) Repealed by Session Laws 1988, s. 29A.14), effective January 1, 1999.

(d) Penaltiesi The penalties in G.S. 16836 apply to this Article. The Secretary may
collect a tax due under this Article in any manner allowed under Article 9 of this Chapter.

(e) Local License Taxes. The penalty and diection provisions of this section apply
to taxes levied by counties of the State under the authority of this Article in the same manner
and to the same extent as they apply to taxes levied by the State. The provisions of this section
for the collection 6 delinquent license taxes apply to license taxes levied by the cities and
towns of this State under authority of this Article, or any other provision of law, in the same
manner and to the same extent as they apply to taxes levied by th€1S@®¢.c. 58, s. 187;

1957, c. 859; 1963, c. 294, s. 5; 1973, c. 108, s. 51; c. 476, s. 193; 1993, c. 539, ss. 698, 699;
1994, Ex. Sess., C. 24, s. 14(c); 1988 s. 13; 199212, s. 29A.14(a); 200491, s. 7.)

8§ 105109.1. Repealed by Session Laws 19897, s. B..
§ 105110: Repealed by Session Laws 19282, s. 29A.14(b).
8 105111: Repealed by Session Laws 20014, s. 2.
§ 105112: Repealed by Session Laws 19282, s. 29A.14(c).
8§ 105113. Repealed by Session Laws 19897, s. 17.
§ 105113.1:Deleted.
Article 2A.
Tobacco Products Tax.

Part 1. General Provisions.
8§ 105113.2. Short title.
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This Article may be cited as the "Tobacco Products Tax Act" or "Tobacco Products Tax
Article." (1969, c. 1075, s. 2; 1991, c. 689, s. 266; 1988s. 56.)

§ 105113.3. Scope of tax; administration.

€) Scopel The taxes imposed by this Article shadl bollected only once on the same
tobacco product. Except as permitted by Article 2 of this Chapter, a city or county may not levy
a privilege license tax on the sale of tobacco products.

(b)  Administration.i Article 9 of this Chapter applies to this Afe. (1969, c. 1075, s.
2; 1991, c. 689, s. 268; 19242, s. 29A.14(d).)

§ 105113.4. Definitions.
The following definitions apply in this Article:

(1)
(1a)
(1b)

(1c)

(2)

®3)

(4)
(4a)

(5)
(6)
(7)

(8)
(9)

(10)

(10a)
(11)

Affiliate. T A person who directly or indirectly controls, is controlled by, or
is under common coral with another person.

Affiliated manufactureri A manufacturer licensed under G.S. 10E3.12

who is an affiliate of a manufacturer licensed under G.S.11@12.

Cigar.7 A roll of tobacco wrapped in a substance that contains tobacco,
otherthan a cigarette.

Cigarettei Any of the following:

a. A roll of tobacco wrapped in paper or in a substance that does not
contain tobacco.
b. A roll of tobacco wrapped in a substance that contains tobacco and

that, because of its appearance, the tfp@bacco used in the filler,

or its packaging and labeling, is likely to be offered to or purchased
by a consumer as a cigarette described in subpart a. of this
subdivision.

Cost price.i The price a person liable for the tax on tobacco products

imposed by Part 3 of this Article paid for the products, before any discount,

rebate, or allowance or the tax imposed by that Part.

Distributor.i Either of the following:

a. A person, wherever resident or located, who purchasesanguaid
cigarettes diectly from the manufacturer of the cigarettes and stores,
sells, or otherwise disposes of the cigarettes.

b. A manufacturer of cigarettes.

Repealed by Session Laws 1991, c. 689, s. 267.

Integrated wholesale dealér.A wholesale dealer who is affiliate of a

manufacturer of tobacco products, other than cigarettes, and is not a retail

dealer.

Licensed distributori. A distributor licensed under Part 2 of this Article.

Manufactureri A person who produces tobacco products or a person who

contracts with another person to produce tobacco products and is the

exclusive purchaser of the products under the contract.

Package.i The individual packet, can, box, or other container used to

contain and to convey tobacco products to the consumer.

Personi Defined in G.S. 10228.90.

Retail dealer.i A person who sells a tobacco product to the ultimate

consumer of the product.

Sale.i A transfer, a trade, an exchange, or a barter, in any manner or by any

means, with or without considsron.

Secretaryi The Secretary of Revenue.

Repealed by Session Laws 1993, c. 442, s. 1, effective January 1, 1994.
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(11a) Tobacco producti A cigarette, a cigar, or any other product that contains
tobacco and is intended for inhalation orl mrse.

(12) Repealed by Session Laws 1993, c. 442, s. 1, effective January 1, 1994.

(13) Use.i The exercise of any right or power over cigarettes, incident to the
ownership or possession thereof, other than the making of a sale thereof in
the course of egaging in a business of selling cigarettes. The term includes
the keeping or retention of cigarettes for use.

(14) Wholesale dealet. Either of the following:

a. A person who acquires tobacco products other than cigarettes for sale
to another wholesale dker or to a retail dealer.
b. A manufacturer of tobacco products other than cigarett&369, c.

1075, s. 2; 1973, c. 476, s. 193; 1991, c. 689, s. 267; 1993, c. 354, s.
7:c. 442, 's. 1; 200435, s. 2; 200859, s. 1; 201830, s. 2(a).)

§ 105113.4A. Licenses.

€)) General.l To obtain a license required by this Article, an applicant must apply to
the Secretary and pay the tax due for the license. A license is not transferable or assignable and
must be displayed at the place of business for whishissued.

(b) Refund.i A refund of a license tax is allowed only when the tax was collected or
paid in error. No refund is allowed when a license holder surrenders a license or the Secretary
revokes a license.

(c) Duplicate or Amended Licensé. Upon appication to the Secretary, a license
holder may obtain without charge one of the following:

(1) A duplicate license, if the license holder establishes that the original license
has been lost, destroyed, or defaced.
(2) An amended license, if the licenselder establishes that the location of the
place of business for which the license was issued has changed.
A duplicate or amended license shall state that it is a duplicate or amended license, as
appropriate(1991 (Reg. Sess., 1992), c. 955, s. 3.)

8§ 1(6-113.4B. Reasons why the Secretary can cancel a license.

@) Reasonsi The Secretary may cancel a license issued under this Article upon the
written request of the license holder. The Secretary may summarily cancel the license of a
license holder wherhe Secretary finds that the license holder is incurring liability for the tax
imposed under this Article after failing to pay a tax when due under this Article. In addition,
the Secretary may cancel the license of a license holder that commits one oof nioee
following acts after holding a hearing on whether the license should be cancelled:

(1) A violation of this Article.
(2)  Aviolation of G.S. 14401.18.

(b) Procedure.i The Secretary must send a person whose license is summarily
cancelled a notice d@he cancellation and must give the person an opportunity to have a hearing
on the cancellation within 10 days after the cancellation. The Secretary must give a person
whose license may be cancelled after a hearing at least 10 days' written noticeatd tkiend,
and place of the hearing. A notice of a summary license cancellation and a notice of hearing
must be sent by registered mail to the last known address of the license (19/@@833, s. 6.)

§ 105113.4C. Enforcement of Master Settlement Agement Provisions.

The Master Settlement Agreement between the states and the tobacco product
manufacturers, incorporated by reference into the consent decree referred to in S:2, 1999
requires each state to diligently enforce Article 37 of Chapter @beoGeneral Statutes. The
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Office of the Attorney General and the Secretary of Revenue shall perform the following
responsibilities in enforcing Article 37:

(1) The Office of the Attorney General must give to the Secretary of Revenue a
list of the nonpartipating manufacturers under the Master Settlement
Agreement and the brand names of the products of the nonparticipating
manufacturers.

(2) The Office of the Attorney General must update the list provided under
subdivision (1) of this section when a nonpapgating manufacturer
becomes a participating manufacturer, another nonparticipating
manufacturer is identified, or more brands or products of nonparticipating
manufacturers are identified.

(3) The Secretary of Revenue must require the taxpayers of lhedm excise
tax to identify the amount of tobacco products of nonparticipating
manufacturers sold by the taxpayers, and may impose this requirement as
provided in G.S. 6@290(10).

(4) The Secretary of Revenue must determine the amount of State tobacco
exdse taxes attributable to the products of nonparticipating manufacturers,
based on the information provided by the taxpayers, and must report this
information to the Office of the Attorney Gener@d999311, s. 2.)

§ 105113.4D. Tax with respect to invetory on effective date of tax increase.

Every person subject to the taxes levied in this Article who, on the effective date of a tax
increase under this Article, has on hand any tobacco products must file a complete inventory of
the tobacco products withi20 days after the effective date of the increase, and must pay an
additional tax to the Secretary when filing the inventory. The amount of tax due is the amount
due based on the difference between the former tax rate and the increased tébO68eC
1075, s. 2; 1973, c. 476, s. 193; 1991, c. 689, s. 263:2009%. 27A.5(b).)

Part 2. Cigarette Tax.
§ 105113.5. Tax on cigarettes.
A tax is levied on the sale or possession for sale in this State, by a distributor, of all
cigarettes at the rate ofvo and ondourth cents (2.25¢) per individual cigarett¢1969, c.
1075, s. 2; c. 1246, s. 1; 1991, c. 689, s. 262; A0 s. 5; 200276, s. 34.1(a), (b);
2009451, s. 27A.5(a).)

§ 105113.6. Use tax levied.

A tax is levied upon the sale or possien for sale by a person other than a distributor, and
upon the use, consumption, and possession for use or consumption of cigarettes within this
State at the rate set in G.S. 10B3.5. This tax does not apply, however, to cigarettes upon
which the taXevied in G.S. 108.13.5 has been paifl969, c. 1075, s. 2; 1993, c. 442, s. 2.)

§ 105113.7: Recodified as G.S. 165613.4D by Session Laws 20d@%1, s. 27A.5(b), effective
September 1, 2009.

§ 105113.8. Federal Constitution and statutes.

Any activities which this Article may purport to tax in violation of the Constitution of the
United States or any federal statute are hereby expressly exempted from taxation under this
Article. (1969, c. 1075, s. 2.)

§ 105113.9. Outof-state shipments.



OCoO~NOOUIE WNPE

Any distributor engaged in interstate business shall be permitted to set aside part of the
stock as necessary to conduct interstate business without paying the tax otherwise required by
this Part, but only if the distributor complies with the requiremprescribed by the Secretary
concerning keeping of records, making of reports, posting of bond, and other matters for
administration of this Part.

"Interstate business" as used in this section means:

(1) The sale of cigarettes to a nonresident where tharetigs are delivered by
the distributor to the business location of the nonresident purchaser in
another state; and

(2) The sale of cigarettes to a nonresident wholesaler or retailer registered
through the Secretary who has no place of business in Narthiga and
who purchases the cigarettes for the purposes of resale not within this State
and where the cigarettes are delivered to the purchaser at the business
location in North Carolina of the distributor who is also licensed as a
distributor under théaws of the state of the nonresident purchgd€69, c.
1075, s. 2; 1973, c. 476, s. 193; 1977, c. 874; 1993, c. 442, s. 3.)

§ 105113.10. Manufacturers exempt from paying tax.

(@  Shipping to Other Distributord. Any manufacturer shipping cigarettés other
distributors who are licensed under G.S.-108.12 may, upon application to the Secretary and
upon compliance with requirements prescribed by the Secretary, be relieved of paying the taxes
levied in this Part. No manufacturer may be relievedhef requirement to be licensed as a
distributor in order to make shipments, including drop shipments, to a retail dealer or ultimate
user.

(b)  Shipping for Affiliated Manufactureri. A manufacturer may, upon application to
the Secretary and upon compliavegh requirements prescribed by the Secretary, be relieved
of paying the taxes levied in this Part on cigarettes that are manufactured by an affiliated
manufacturer and temporarily stored at and shipped from its facili&69, c. 1075, s. 2; c.
1246,s. 2; 1973, c. 476, s. 193; 1975, c. 275, s. 2; 1993, c. 442, s. 432014 2(b).)

§ 105113.11. Licenses required.

After the effective date of this Article, no person shall engage in business as a distributor in
this State, without having first adhed from the Secretary the appropriate license for that
purpose as prescribed herein. Any license required by this Article shall be in addition to any
and all other licenses which may be required by (4869, c. 1075, s. 2; 1973, c. 476, s. 193.)

§ 1(-113.12. Distributor must obtain license.

(@) A distributor shall obtain for each place of business a continuing distributor's license
and shall pay a tax of twenfive dollars ($25.00) for the license.

(b) For the purposes of this section, a "placdudiness" is a place where a distributor
receives or stores ndax-paid cigarettes.

(© An outof-state distributor may obtain a distributor's license upon compliance with
the provisions of G.S. 16613.24 and payment of a tax of tweffitye dollars ($250). (1969,
c. 1075, s. 2; 1991 (Reg. Sess., 1992), c. 955, s. 4; 1993, c. 442,s.5.)

§ 105113.13. Secretary may investigate applicant for distributor's license and require a
bond.
(@) Investigationi The Secretary may investigate an applicant fastibdutor's license
to determine if the information the applicant submits with the application is accurate and if the
applicant is eligible to be licensed as a distributor. The Secretary may decline to issue a
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distributor's license to an applicant whee ®ecretary has reasonable cause to believe any of
the following:

(1) That the applicant has willfully withheld information requested by the
Secretary for the purpose of determining the applicant's eligibility for the
license.

(2)  That informationsubmitted with the application is false or misleading.

(3)  That the application is not made in good faith.

(b) Bond.i The Secretary may require a distributor to furnish a bond in an amount that
adequately protects the State from loss if the distributls ta pay taxes due under this Part.
A bond shall be conditioned on compliance with this Part, shall be payable to the State, and
shall be in the form required by the Secretary. The Secretary shall set the bond amount based
on the anticipated tax liality of the distributor. The Secretary shall periodically review the
sufficiency of bonds required of the distributor and shall increase the amount of a required
bond if the bond amount no longer covers the anticipated tax liability of the distributer. Th
Secretary shall decrease the amount of a required bond if the Secretary finds that a lower bond
amount will protect the State adequately from 1¢$969, c. 1075, s. 2; 1973, c. 476, s. 193;
1991 (Reg. Sess., 1992), c. 955, s. 5; 1993, c. 442, s. 6.)

88 105113.14 through 105113.15: Repealed by Session Laws 1991 (Regular Session,
1992), c. 955, s. 6, effective July 15, 1992.

§ 105113.16. Repealed by Session Laws 19888, s. 7.

§ 105113.17. Identification of dispensers.

Each vending machine thdispenses cigarettes must be marked to identify its owner in the
manner required by the Secretaf$069, c. 1075, s. 2; 1973, c. 476, s. 193; 1991 (Reg. Sess.,
1992), c. 955, s. 8.)

§ 105113.18. Payment of tax; reports.
The taxes levied in this Pameapayable when a report is required to be filed. The following
reports are required to be filed with the Secretary:

(1) Distributor's Reporti A distributor shall file a monthly report in the form
prescribed by the Secretary. The report covers salesothred activities
occurring in a calendar month and is due within 20 days after the end of the
month covered by the report. The report shall state the amount of tax due
and shall identify any transactions to which the tax does not apply.

(1a) Report of FreeCigarettes.i A manufacturer who distributes cigarettes
without charge shall file a monthly report in the form prescribed by the
Secretary. The report covers cigarettes distributed without charge in a
calendar month and is due within 20 days after theoétite month covered
by the report. The report shall state the number of cigarettes distributed
without charge and the amount of tax due.

(2) Use Tax Reporti Every other person who has acquired -tempaid
cigarettes for sale, use, or consumption suhie the tax imposed by this
Part shall, within 96 hours after receipt of the cigarettes, file a report in the
form prescribed by the Secretary showing the amount of cigarettes so
received and any other information required by the Secretary. The report
shall be accompanied by payment of the full amount of the tax.

3) Shipping Reporti Any person, except a licensed distributor, who transports
cigarettes upon the public highways, roads, or streets of this State, upon
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notice from the Secretary, shall filer@port in the form prescribed by the
Secretary and containing the information required by the Secretary.

4) Repealed by Session Laws 1981 (Regular Session, 1982), c. 1209, s. 1.
(1969, c. 1075, s. 2; 1973, c. 476, s. 193; 1981 (Reg. Sess., 1982),,c5.1209
1; 1993, c. 442, s. 7; 1993 (Reg. Sess., 1994), c. 745, s. 2.)

88 105113.19 through 105113.20: Repealed by Session Laws 1993, c. 442, s. 8.

§ 105113.21. Discount; refund.

@) Repealed by Session Laws 26834, s. 45A.1(a), effective faieporting periods
beginning on or after August 1, 2003.

(al) Discount.i A distributor who files a timely report under G.S. 10B3.18 and who
sends a timely payment may deduct from the amount due with the report a discount of two
percent (2%). This discoti covers expenses incurred in preparing the records and reports
required by this Part, and the expense of furnishing a bond.

(b) Refund.i A distributor in possession of packages of stale or otherwise unsalable
cigarettes upon which the tax has been pa&y return the cigarettes to the manufacturer as
provided in this subsection and apply to the Secretary for refund of the tax. The application
shall be in the form prescribed by the Secretary and shall be accompanied by an affidavit from
the manufacturerntating the number of cigarettes returned to the manufacturer by the applicant.
The Secretary shall refund the tax paid, less the discount allowed, on the unsalable cigarettes.
The distributor must return the cigarettes to the manufacturer of the cigavettesthe
affiliated manufacturer who is contracted by the manufacturer of the cigarettes to serve as the
manufacturer's agent for the purposes of validating quantities and disposing of unsalable
cigarettes. (1969, c. 1075, s. 2; cc. 1222, 1238; 1973416, s. 193; 1993, c. 442, s. 9;
2001414, s. 3; 200284, s. 45A.1(a); 20084, s. 2(a); 201-B30, s. 2(c).)

88 105113.22 through 105113.23: Repealed by Session Laws 1993, c. 442, s. 8.

§ 105113.24. Outof-State distributors to register and remittax.

(@) The Secretary may authorize any distributor outside this State engaged in the
business of selling and shipping cigarettes into the State to obtain a license and report and pay
taxes required by this Part.

(b) A nonresident distributor must agreesubmit the distributor's books, accounts, and
records to reasonable examination by the Secretary or the Secretary's duly authorized agents.
The Secretary may require a nonresident distributor to file a bond in accordance with G.S.
105113.13.

(c) Each sich nonresident distributor, other than a foreign corporation which has
gualified with the Secretary of State as doing business in this State shall, by a duly executed
instrument filed in the office of the Secretary of State, constitute and appoint tletaB8eof
State his lawful attorney in fact upon whom any original process in any action or legal
proceeding against such nonresident distributor arising out of any matter relating to this Article
may be served, and therein agree that any original pragessst him so served shall be of the
same force and effect as if served on him within this State, and that the authority thereof shall
continue in force irrevocably so long as any such nonresident distributor shall remain liable for
any taxes, interest drpenalties under this Article.

(d)  Any nonresident distributor who shall comply with the provisions of this section
may be licensed as a distribut¢t969, c. 1075, s. 2; 1973, c. 476, s. 193; 1991 (Reg. Sess.,
1992), c. 955, s. 9; 1993, c. 442, s5.8),19.1(b).)

§ 105113.25: Repealed by Session Laws 1993, c. 442, s. 8.
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§ 105113.26. Records to be kept.

Every person required to be licensed under this Article and every person required to make
reports under this Article shall keep complete and rateurecords of all sales and other
information as required under this Article. The records shall be in the form prescribed by the
Secretary.

These records shall be safely preserved for a period of three years in a manner to ensure
their security and acssibility for inspection by the Department. The Secretary may consent to
the destruction of any records at any time within this tyese period (1969, c. 1075, s. 2;

1973, c. 476, s. 193; 1993, c. 442, s. 10.)

§ 105113.27. Nortax-paid cigarettes.

€) Except as otherwise provided in this Article, licensed distributors shall not sell,
borrow, loan, or exchange nao@x-paid cigarettes to, from, or with other licensed distributors.

(b) No person shall sell or offer for sale ntax-paid cigarettes.

(c) The possession of more than six hundred cigarettes on which tax has been paid to
another state or country, by any person other than a licensed distributor, is prima facie evidence
that the cigarettes are possessed in violation of this 889, c. 1075s. 2; 1993, c. 442, s.

11; 1999337, s. 18.)

8§ 105113.28: Repealed by Session Laws 1993, c. 442, s. 8.

8§ 105113.29. Unlicensed place of business.

It shall be unlawful for any person to maintain a place of business within this State required
by thisArticle to be licensed to engaged in the business of selling or offering for sale cigarettes
without first obtaining such licensg4.969, c. 1075, s. 2.)

§ 105113.30. Records and reports.

It shall be unlawful for any person who is required under togigions of this Article to
keep records or make reports, to fail to keep such records, refuse to keep such reports, make
false entries in such records, fail to produce such records for inspection by the Secretary or his
duly authorized agents, fail tddia report, or make a false or fraudulent report or statement.
(1969, c. 1075, s. 2; 1973, c. 476, s. 193.)

8§ 105113.31. Possession and transportation of ndax-paid cigarettes; seizure and
confiscation of vehicle or vessel.
€)) It shall be unlawfufor any person to transport néex-paid cigarettes in violation
of this Part. The Secretary may adopt rules allowing quantities efaxgraid cigarettes, not
exceeding six hundred, to be brought into this State by a transient, a tourist, or a person
returning to this State after traveling outside this State, for their own use. The possession or
transportation of these cigarettes is not subject to the penalties imposed by this section.
(b) Q) Every person who transports ntax-paid cigarettes on theuplic highways,
roads, streets, or waterways of this State must transport with the cigarettes
invoices or delivery tickets for the cigarettes showing the true name and
complete and exact address of the consignee or purchaser, the quantity and
brands of thecigarettes transported, and the true name and complete and
exact address of the person who has paid or who will pay the tax imposed by
this Part or the tax, if any, of the state or foreign country at the point of
ultimate destination.
(2) A common carriethat has issued a bill of lading for a shipment of cigarettes
and is without notice to itself or to any of its agents or employees that the
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3)

(4)

(5)

(6)

cigarettes are netax-paid in violation of this Part is considered to have
complied with this Part and the vehide vessel in which the cigarettes are
being transported is not subject to confiscation under this section. In the
absence of the required invoices, delivery tickets, or bills of lading, the
cigarettes so transported, the vehicle or vessel in which tageties are
being transported, and any paraphernalia or devices used in connection with
the nontax-paid cigarettes are declared to be contraband goods and may be
seized by any officer of the law, who shall take possession of the vehicle or
vessel and cigrettes and shall arrest any person in charge of the vehicle or
vessel and cigarettes.

The officer shall at once proceed against the person arrested, under the
provisions of this Part, in any court having competent jurisdiction; but the
vehicle or vessl shall be returned to the owner upon execution by the owner
of a good and valid bond, with sufficient sureties, in a sum double the value
of the property, which bond shall be approved by the officer and shall be
conditioned to return the property to ttestody of the officer on the day of

trial to abide the judgment of the court. All ntax-paid cigarettes seized
under this section shall be held and shall, upon the acquittal of the person so
charged, be returned to the established owner.

Unless theclaimant can show that the ntax-paid cigarettes seized were

not transported in violation of this Part and that the property seized belongs
to the claimant or that in the case of property other than cigarettes, the
property was used in transporting A@x-paid cigarettes in violation of this

Part without the claimant's knowledge or consent, with the right on the part
of the claimant to have a jury pass upon this claim, the court shall order a
sale by public auction of the property seized, and the offitking the sale,

after deducting the cost of the tax due, which the officer shall pay upon sale,
expenses of keeping the property, the fee for the seizure, and the costs of the
sale, shall pay all liens according to their priorities, which are estatbliblge
intervention or otherwise, at the hearing or in another proceeding brought for
the purpose as being bona fide and as having been created without the lien or
having any notice that the vehicle or vessel was being used for the unlawful
transportation bnontax-paid cigarettes, and shall pay the balance of the
proceeds to the State Treasurer for the General Fund.

All liens against property sold under the provisions of this section shall be
transferred from the property to the proceeds of the saleqgfroperty. |If,
however, no one is found claiming the cigarettes, or the vehicle or vessel,
then the taking of the cigarettes, vehicle, or vessel, along with a description,
shall be advertised in a newspaper having circulation in the county where the
items were taken, once a week for two weeks and by notices posted in three
public places near the place of seizure, and if no claimant appears within ten
days after the last publication of the advertisement, the property shall be
sold, and the proceeds, efideducting the expenses and costs, shall be paid
to the State Treasurer for the General Fund.

This section does not authorize an officer to search any vehicle or vessel or
baggage of any person without a search warrant duly issued, except where
the dficer has knowledge that there are rampaid cigarettes in the
vehicle or vessel1969, c. 1075, s. 2; 1973, c. 476, s. 193; 1993, c. 442, s.
12.)

§ 105113.32. Nortax-paid cigarettes subject to confiscation.
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All non-tax-paid cigarettes subject tihe tax imposed by this Part, together with any
container in which they are stored or displayed for sale (including but not limited to vending
machines), are declared to be contraband goods and may be seized by any officer of the law.
The officer shall aest any person in charge of the contraband goods and shall at once proceed
against the person arrested, under the provisions of this Part, in any court having competent
jurisdiction. The disposition of the seized cigarettes and container shall be gbbgriiee
provisions of G.S. 10813.31.,(1969, c. 1075, s. 2; 1993, c. 442, s. 13.)

§ 105113.33. Criminal penalties.

Any person who violates any of the provisions of this Article for which no other
punishment is specifically prescribed shall be guifta &€lass 1 misdemeandi.969, c. 1075,
S. 2; 1993, c. 539, s. 700; 1994, EXx. Sess., c. 24, s. 14(c).)

§ 105113.34: Repealed by Session Laws 1993, c. 442, s. 8.

Part 3. Tax on Other Tobacco Products.
§ 105113.35. Tax on tobacco products other thacigarettes.

(@) Tax.i An excise tax is levied on tobacco products other than cigarettes at the rate of
twelve and eightenths percent (12.8%) of the cost price of the products. This tax does not
apply to the following:

(1) Atobacco product sold outsidiee State.
(2)  Atobacco product sold to the federal government.
(3) A sample tobacco product distributed without charge.

(b) Primary Liability. T The wholesale dealer or retail dealer who first acquires or
otherwise handles tobacco products subject tdakhemposed by this section is liable for the
tax imposed by this section. A wholesale dealer or retail dealer who brings into this State a
tobacco product made outside the State is the first person to handle the tobacco product in this
State. A wholesaléealer or retail dealer who is the original consignee of a tobacco product
that is made outside the State and is shipped into the State is the first person to handle the
tobacco product in this State.

(c) Secondary Liabilityi A retail dealer who acquisenontax-paid tobacco products
subject to the tax imposed by this section from a wholesale dealer is liable for any tax due on
the tobacco products. A retail dealer who is liable for tax under this subsection may not deduct
a discount from the amount @x due when reporting the tax.

(d) Manufacturer's Optiori. A manufacturer who is not a retail dealer and who ships
tobacco products other than cigarettes to either a wholesale dealer or retail dealer licensed
under this Part may apply to the Secretarypé¢orelieved of paying the tax imposed by this
section on the tobacco products. Once granted permission, a manufacturer may choose not to
pay the tax until otherwise notified by the Secretary. To be relieved of payment of the tax
imposed by this section, manufacturer must comply with the requirements set by the
Secretary.

Permission granted under this subsection to a manufacturer to be relieved of paying the tax
imposed by this section applies to an integrated wholesale dealer with whom the manufacturer
is an affiliate. A manufacturer must notify the Secretary of any integrated wholesale dealer with
whom it is an affiliate when the manufacturer applies to the Secretary for permission to be
relieved of paying the tax and when an integrated wholesale deal@mbs an affiliate of the
manufacturer after the Secretary has given the manufacturer permission to be relieved of
paying the tax.

If a person is both a manufacturer of cigarettes and a wholesale dealer of tobacco products
other than cigarettes and thegmn is granted permission under G.S.-1@3.10 to be relieved
of paying the cigarette excise tax, the permission applies to the tax imposed by this section on
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tobacco products other than cigarettes. A cigarette manufacturer who becomes a wholesale
dealerafter receiving permission to be relieved of the cigarette excise tax must notify the
Secretary of the permission received under G.S:11(510 when applying for a license as a
wholesale dealer.

(d1) Limitation. T Except as otherwise provided in this i8k¢, integrated wholesale
dealers may not sell, borrow, loan, or exchange-tagipaid tobacco products other than
cigarettes to, from, or with other integrated wholesale dealers.

(e) Repealed by Session Laws 20081, s. 27A.5(c), effective September 2009.

(1969, c. 1075, s. 2; 1977, c. 1114, s. 4; 1991, c. 689, s. 269; 1991 (Reg. Sess., 1992), c. 955, s.
10; 2003284, s. 45A.1(b); 20084, s. 2(b); 200276, s. 34.1(c); 200323, s. 6.23(a);
2007435, s. 3; 2009151, s. 27A.5(c); 200859, s. 2.)

§105113.36. Wholesale dealer and retail dealer must obtain license.

A wholesale dealer shall obtain for each place of business a continuing tobacco products
license and shall pay a tax of twedfitye dollars ($25.00) for the license. A retail dealer shall
obtain for each place of business a continuing tobacco products license and shall pay a tax of
ten dollars ($10.00) for the license. A "place of business" is a place where a wholesale dealer or
where a retail dealer makes tobacco products other tharettégaor a wholesale dealer or a
retail dealer receives or stores ram-paid tobacco products other than cigaret{@869, c.

1075, s. 2; 1973, c. 476, s. 193; 1991, c. 689, s. 270; 1991 (Reg. Sess., 1992), c. 955, s. 11.)

§ 105113.37. Payment of tax

€) Monthly Report.1 Except for tax on a designated sale under subsection (b), the
taxes levied by this Article are payable when a report is required to be filed. A report is due on
a monthly basis. A monthly report covers sales and other activitiesrimerin a calendar
month and is due within 20 days after the end of the month covered by the report. A report shall
be filed on a form provided by the Secretary and shall contain the information required by the
Secretary.

(b) Designation of Exempt Salé.A wholesale dealer who sells a tobacco product to a
person who has notified the wholesale dealer in writing that the person intends to resell the item
in a transaction that is exempt from tax under G.S:-11#%35(a)(1) or (2) may, when filing a
monthly report under subsection (a), designate the quantity of tobacco products sold to the
person for resale. A wholesale dealer shall report a designated sale on a form provided by the
Secretary.

A wholesale dealer is not required to pay tax on a designateavlale filing a monthly
report. The wholesale dealer shall pay the tax due on all other sales in accordance with this
section. A wholesale dealer or a customer of a wholesale dealer may not delay payment of the
tax due on a tobacco product by failing to pay on a sale that is not a designated sale or by
overstating the quantity of tobacco products that will be resold in a transaction exempt under
G.S. 105113.35(a)(1) or (2).

A person who does not sell a tobacco product in a transaction exempt under G.S.
105113.35(a)(1) or (2) after a wholesale dealer has failed to pay the tax due on the sale of the
item to the person in reliance on the person's written notification of intent is liable for the tax
and any penalties and interest due on the designatedfstile. Secretary determines that a
tobacco product reported as a designated sale is not sold as reported, the Secretary shall assess
the person who notified the wholesale dealer of an intention to resell the item in an exempt
transaction for the tax duendhe sale and any applicable penalties and interest. A wholesale
dealer who does not pay tax on a tobacco product in reliance on a person's written notification
of intent to resell the item in an exempt transaction is not liable for any tax assessed on th
item.

(c) Repealed by Session Laws 1991 (Regular Session, 1992), c. 955, s. 12.
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(d) Shipping Reporti Any person who transports other tobacco products upon the
public highways, roads, or streets of this State must, upon notice from the Secretary, file a
report in a form prescribed by and containing the information required by the Sec(é869,

c. 1075, s. 2; 1973, c. 476, s. 193; 1991, c. 689, s. 271; 1991 (Reg. Sess., 1992), c. 955, s. 12;
2009559, s. 3))

§105113.38. Bond.

The Secretary may geire a wholesale dealer or a retail dealer to furnish a bond in an
amount that adequately protects the State from loss if the dealer fails to pay taxes due under
this Part. A bond shall be conditioned on compliance with this Part, shall be payable to the
State, and shall be in the form required by the Secretary. The Secretary shall proportion a bond
amount to the anticipated tax liability of the wholesale dealer or retail dealer. The Secretary
shall periodically review the sufficiency of bonds requitdddealers, and shall increase the
amount of a required bond when the amount of the bond furnished no longer covers the
anticipated tax liability of the wholesale dealer or retail dealer. The Secretary shall decrease
the amount of a required bond when 8exretary determines that a smaller bond amount will
adequately protect the State from 1065969, c. 1075, s. 2; 1991, c. 689, s. 272.)

§ 105113.39. Discount; refund.

@) Discount.i A wholesale dealer or a retail dealer who is primarily liable u@Gi8s.
105-113.35(b) for the excise taxes imposed by this Part, who files a timely report under G.S.
105113.37, and who sends a timely payment may deduct from the amount due with the report
a discount of two percent (2%). This discount covers expens@saddn preparing the records
and reports required by this Part and the expense of furnishing a bond.

(b)  Refund.i A wholesale dealer or retail dealer who is primarily liable under G.S.
105113.35(b) for the excise taxes imposed by this Part and is deepsion of stale or
otherwise unsalable tobacco products upon which the tax has been paid may return the tobacco
products to the manufacturer and apply to the Secretary for refund of the tax. The application
shall be in the form prescribed by the Secketard shall be accompanied by an affidavit from
the manufacturer listing the tobacco products returned to the manufacturer by the applicant.
The Secretary shall refund the tax paid, less the discount allowed, on the listed products.
(1969, c. 1075, s. 2991, c. 689, s. 273; 208114, s. 4; 200284, s. 45A.1(c); 20084, s.

2(c); 20054086, s. 2; 200207, s. 4.)

8§ 105113.40. Records of sales, inventories, and purchases to be kept.

Every wholesale dealer and retail dealer shall keep accurate records of the dealer's
purchases, inventories, and sales of tobacco products. These records shall be open at all times
for inspection by the Secretary or an authorized representative of tleta®g¢1969, c. 1075,

S. 2; 1973, c. 476, s. 193; 1991, c. 689, s. 274.)

8§ 105113.40A. Use of tax proceeds.
The Secretary must credit the net proceeds of the tax collected under this Part as follows:
(1) An amount equal to three percent (3%) of thetqwice of the products to
the General Fund.
(2) The remainder to the University Cancer Research Fund established under
G.S. 11629.1. (2009451, s. 27A.5(d); 20105, s. 1.)

Article 2B.
Soft Drink Tax.
88 105113.41 through 105113.67: Repealed by Session Laws 1996, Second Extra
Session, c. 13, s. 4.2, effective July 1, 1999.
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Article 2C.
Alcoholic Beverage License And Excise Taxes.
Part 1. General Provisions.
§ 105113.68. Definitions; scope.

@) Definitions.i The following definitions apply in thiérticle:

(1) ABC Commission.i The North Carolina Alcoholic Beverage Control
Commission established under G.S. 1BB.

(2) Repealed by Session Laws 26070, s. 6, effective August 2, 2004.

(3) ABC permit.i Defined in G.S. 18B.01.

(4)  Alcoholic beverage Defined in G.S. 18B.01.

(5) Fortified wine.i Defined in G.S. 18R.01.

(6) License.i A certificate, issued pursuant to this Article by a city or county,
that authorizes a person to engage in a phase of the alcoholic beverage
industry.

(7) Malt beverge.i Defined in G.S. 18E.01.

(8) Personi Defined in G.S. 10228.90.

(9) Sale.i Defined in G.S. 18R.01.

(10) Secretaryi The Secretary of Revenue.

(11) Spirituous liquor or liquori Defined in G.S. 18B.01.

(12) Unfortified wine.i Defined in G.S18B-101.

(13) Wholesaler or importeri When used with reference to wholesalers or
importers of wine or malt beverages, the term includes resident wineries that
sell their wines at retail and resident breweries that produce fewer than
25,000 barrels of mabeverages per year.

(14) Wine.1 Unfortified and fortified wine.

(15) Wine shipper permitted. A winery that holds a wine shipper permit issued
by the ABC Commission under G.S. 1-8B01.1.

(b)  Scopei All alcoholic beverages shall be taxed as provided in this Article regardless
whether they meet all criteria of these definitiof(l971, c. 872, s. 2; 1973, c. 476, s. 193;
1975, c. 411, s. 1; 1981, c. 747, s. 2; 1985, c. 114, s. 1; c. 594,9933;c. 354, s. 9; c. 415, s.
26; 1995, c. 466, s. 16; 1995, s. 14; 19988, s. 58; 200302, s. 8; 200435, s. 3;
2004170, s. 6; 200277, s. 2; 2008135, s. 25(b).)

§ 105113.69. License tax; effect of license.

The taxes imposed in Part 3 ofdlrticle are license taxes on the privilege of engaging in
the activity authorized by the license. Licenses issued under this Article authorize the licensee
to engage in only those activities that are authorized by the corresponding ABC permit. The
activities authorized by each retail ABC permit are described in Article 10 of Chapter 18B of
the General Statutes and the activities authorized by each commercial ABC permit are
described in Article 11 of that Chapt¢t949, c. 974, s. 6; 1951, c. 378, s. 963, c. 426, s.

12; 1971, c. 872, s. 2; 1981, c. 747, s. 3; 1985, c. 114, s. 1:9809315.)

§ 105113.70. Issuance, duration, transfer of license.

€)) Issuance, Qualification$. Each person who receives an ABC permit shall obtain
the correspondingpcal license, if any, under this Article. All local licenses are issued by the
city or county where the establishment for which the license is sought is located. The
information required to be provided and the qualifications for a local license arentbesdhe
information and qualifications required for the corresponding ABC permit. Upon proper
application and payment of the prescribed tax, issuance of a local license is mandatory if the
applicant holds the corresponding ABC permit. No local licensg beaissued under this
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Article until the applicant has received from the ABC Commission the applicable permit for
that activity, and no county license may be issued for an establishment located in a city in that
county until the applicant has received frim city the applicable license for that activity.

(b) Duration.T All licenses issued under this section are annual licenses for the period
from May 1 to April 30.

(c) Transfer] A license may not be transferred from one person to another or from one
location to another.

(d) License Exclusivei A local government may not require a license for activities
related to the manufacture or sale of alcoholic beverages other than the licenses stated in this
Article. (1985, c. 114, s. 1; 19985, s. 16.)

§ 105113.71. Local government may refuse to issue license.

€)) Refusal to Issud. Notwithstanding G.S. 10%13.70, the governing board of a city
or county may refuse to issue a license if it finds that the applicant committed any act or
permitted any activityn the preceding year that would be grounds for suspension or revocation
of his permit under G.S. 18B04. Before denying the license, the governing board shall give
the applicant an opportunity to appear at a hearing before the board and to offer evitlence
applicant shall be given at least 10 days' notice of the hearing. At the conclusion of the hearing
the board shall make written findings of fact based on the evidence at the hearing. The
applicant may appeal the denial of a license to the supenot fr that county, if notice of
appeal is given within 10 days of the denial.

(b) Local Exceptionsi The governing bodies of the following counties and cities in
their discretion may decline to issue-premises unfortified wine licenses: the countiés o
Alamance, Alexander, Ashe, Avery, Chatham, Clay, Duplin, Granville, Greene, Haywood,
Jackson, Macon, Madison, McDowell, Montgomery, Nash, Pender, Randolph, Robeson,
Sampson, Transylvania, Vance, Watauga, Wilkes, Yadkin; any city within any of those
countes; and the cities of Greensboro, Aulander, Pink Hill, and Zeb(1685, c. 114, s. 1.)

8§ 105113.72: Repealed by Session Laws 1998, s. 17.

8§ 105113.73. Misdemeanor.

Except as otherwise expressly provided, violation of a provision of thidéArsi@a Class 1
misdemeanor(1939, c. 158, s. 525; 1971, c. 872, s. 2; 1981, c. 747, s. 32; 1985, c. 114, s. 1;
1993, c. 539, s. 701; 1994, EX. Sess., C. 24, s. 14(c):4003s. 9.)

Part 2. State Licenses.
8 105113.74: Repealed by Session Laws 1998, s. 18.

§ 105113.75: Repealed by Session Laws 1998, s. 19.
§ 105113.76: Repealed by Session Laws 1998, s. 20.

Part 3. Local Licenses.
§ 105113.77. City beer and wine retail licenses.
€)) License and Tax. A person holding any of the following retail ABC permits for an
establishment located in a city shall obtain from the city a city license for that activity. The
annual tax for each license is as stated.

ABC Permit Tax for Correspondingicense
On-premises malt DEVErage...........coovviiiiiiiieeee e e $15.00
Off-premises Malt DEVEIAgE........oii i e 5.00

On-premises unfortified wine,
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onpremises fortified wine, or DOtN..............oooi i 15.00
Off-premises unfortified wine,
off-premises fortified wine, or DOth.............iiiiiii i, 10.00
(b)  Tax on Additional License. The tax stated in subsection (a) is the tax for the first
license issued to a person. The tax for each additional license of the same type issued to that
person for the same year is one hundred ten percent (110%) of the base license tax, that
increase to app progressively for each additional licen§#985, c. 114, s. 1.)

§ 105113.78. County beer and wine retail licenses.

A person holding any of the following retail ABC permits for an establishment located in a
county shall obtain from the county a coptitense for that activity. The annual tax for each
license is as stated.

ABC Permit Tax for Corresponding License
On-premises malt Deverage............oooviiiiiiiieee e $25.00
Off-premises malt DEVErage. .........cccuuiiiiiiiiiee e 5.00
On-premises unfortified wine,

onpremises fortified wine, or DOth...........ccoooi i 25.00
Off-premises unfortified wine,

off-premises fortified wine, or both..............eiiiiiiiicee e, 25.00

(1985, c. 114, s. 1.)

§ 105113.79. City wholesaler license.

A city may require city malt beverage and wine wholesaler licenses for businesses located
inside the city, but may naequire a license for a business located outside the city, regardless
whether that business sells or delivers malt beverages or wine inside the city. The city may
charge an annual tax of not more than thagyen dollars and fifty cents ($37.50) for #yci
malt beverage wholesaler or a city wine wholesaler licéa885, c. 114, s. 1; 19985, s. 21.)

Part 4. Excise Taxes, Distribution of Tax Revenue.
§ 105113.80. Excise taxes on beer, wine, and liquor.

€)) Beer.T An excise tax of sixyone and sevép-one hundredths cents (61.71¢) per
gallon is levied on the sale of malt beverages.

(b)  Wine.T7 An excise tax of twentgix and thirtyfour hundredths cents (26.34¢) per
liter is levied on the sale of unfortified wine, and an excise tax of twang andthirty-four
hundredths cents (29.34¢) per liter is levied on the sale of fortified wine.

(© Liquor. i An excise tax of thirty percent (30%) is levied on liquor sold in ABC
stores. Pursuant to G.S. 1:8B4(b), the price of liquor on which this tax is carngd is the
distiller's price plus (i) the State ABC warehouse freight and bailment charges, and (ii) a
markup for local ABC boards(1985, c. 114, s. 1; 1987, c. 832, s. 2; 1998s. 22; 200424,

s. 34.23(c), (d); 200851, s. 27A.4(a).)

§105113.81 Exemptions.

€)) Major Disasteri Wholesalers and importers of malt beverages and wine are not
required to remit excise taxes on malt beverages or wine rendered unsalable by a major
disaster. To qualify for this exemption, the wholesaler or importdirmioeve to the satisfaction
of the Secretary that a major disaster occurred. A major disaster is the destruction, spoilage, or
rendering unsalable of 50 or more cases, or the equivalent, of malt beverages or 25 or more
cases, or the equivalent, of wine.

(b) Sales to Oceangoing VesselsWholesalers and importers of malt beverages and
wine are not required to remit excise taxes on malt beverages and wine sold and delivered for
use on oceangoing vessels. An oceangoing vessel is a ship that plies thadighirserstate
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or foreign commerce, in the transport of freight or passengers, or both, for hire exclusively. To
qualify for this exemption the beverages shall be delivered to an officer or agent of the vessel
for use on that vessel. Sales made to afficegents, crewmen, or passengers for their personal
use are not exempt.

(©) Sales to Armed Forces of the United Staite$Vholesalers and importers of malt
beverages and wine are not required to remit excise taxes on malt beverages and wine sold to
the Armed Forces of the United States. The Secretary may require malt beverages and wine
sold to the Armed Forces of the United States to be marked "For Military Use Only" to
facilitate identification of those beverages.

(d)  Outof-State Saled. Wholesalers ahimporters of malt beverages and wine are not
required to remit excise taxes on malt beverages and wine shipped out of this State for resale
outside the State.

(e)  Tasting.i Resident breweries and wineries are not required to remit excise taxes on
malt beverages and wine given free of charge to customers, visitors, and employees on the
manufacturer's licensed premises for consumption on those preifiSés8, c. 992, s. 1; 1967,

C. 759, s. 24; 1971, c. 872, s. 2; 1975, c. 586, s. 3; 1985, c. 1140%811;83, s. 71.)

§105113.81A: Repealed by Session Laws 20081, s. 14.19(f), effective July 1, 2009.

§ 105113.82. Distribution of part of beer and wine taxes.

(@8 Amount.i The Secretary must distribute annually a percentage of the net amount of
excise taxes collected on the sale of malt beverages and wine during the precedliogti2
period ending March 31 to the counties or cities in which the retail sale of these beverages is
authorized in the entire county or city. The percentages to be disttibre as follows:

(1)  Of the tax on malt beverages levied under G.S-11%k80(a), twenty and
forty-seven hundredths percent (20.47%).

(2)  Of the tax on unfortified wine levied under G.S. 10E3.80(b), fortynine
and fortyfour hundredths percent (49.%).

(3) Of the tax on fortified wine levied under G.S. 10563.80(b), eighteen
percent (18%).

(al) Method.i If malt beverages, unfortified wine, or fortified wine may be licensed to
be sold at retail in both a county and a city located in the coboti, the county and city
receive a portion of the amount distributed, that portion to be determined on the basis of
population. If one of these beverages may be licensed to be sold at retail in a city located in a
county in which the sale of the beverageotherwise prohibited, only the city receives a
portion of the amount distributed, that portion to be determined on the basis of population. The
amounts distributable under subsection (a) of this section must be computed separately.

(b) Repealed by Sessid_aws 2000, c. 173, s. 3, effective August 2, 2000.

(c) Exception.i Notwithstanding subsections (a) and (al) of this section, in a county in
which ABC stores have been established by petition, the revenue shall be distributed as though
the entire countyrad approved the retail sale of a beverage whose retail sale is authorized in
part of the county.

(d)  Time.T The revenue shall be distributed to cities and counties within 60 days after
March 31 of each year. The General Assembly finds that the revestbuded under this
section is local revenue, not a State expenditure, for the purpose of Section 5(3) of Article Il of
the North Carolina Constitution. Therefore, the Governor may not reduce or withhold the
distribution.

(e) Population Estimate$.To determine the population of a city or county for purposes
of the distribution required by this section, the Secretary shall use the most recent annual
estimate of population certified by the State Budget Officer.
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)] City Defined.i As used in this sectiorthe term "city" means a city as defined in
G.S. 153A1(1) or an urban service district defined by the governing body of a consolidated
city-county.

(9) Use of Fundsi Funds distributed to a county or city under this section may be used
for any public pupose.

(h) Disqualification.i No municipality may receive any funds under this section if it
was incorporated with an effective date of on or after January 1, 2000, and is disqualified from
receiving funds under G.S. 1:3d@.2. No municipality may receivena funds under this
section, incorporated with an effective date on or after January 1, 2000, unless a majority of the
mileage of its streets is open to the public. The previous sentence becomes effective with
respect to distribution of funds on or afteihydl, 1999. (1985, c. 114, s. 1; 1987, c. 836, s. 2;
1989 (Reg. Sess., 1990), c. 813, s. 5; 1991, c. 689, s. 28(b); 1993, c. 321, s. 26(g); c. 485, s. 2;
1995, c. 17, s. 1; 1996, 2nd Ex. Sess., c. 18, s. 25.2(a);:2ZB9/6. 109; 199458, s. 10;
2000173, s. 3; 200220, s. 1; 2004203, s. 5(d); 200835, s. 34(a); 200462, s. 1; 200627,

S. 4; 2009451, s. 27A.4(b); 20830, s. 7.)

Part 5. Administration.
§ 105113.83. Payment of excise taxes.

(& Liquor. i The excise tax on liquor levied underS5.105113.80(c) is payable
monthly by the local ABC board to the Secretary. The tax shall be paid on or before the 15th
day of the month following the month in which the tax was collected.

(b) Beer and Winel The excise taxes on malt beverages and wamed under G.S.
105113.80(a) and (b), respectively, are payable to the Secretary by the resident wholesaler or
importer who first handles the beverages in this State. The excise taxes levied under G.S.
105-113.80(b) on wine shipped directly to consumerthis State pursuant to G.S. 1:8B01.1
must be paid by the wine shipper permittee. The taxes on malt beverages and wine are payable
only once on the same beverages. The tax is due on or before the 15th day of the month
following the month in which thedwerage is first sold or otherwise disposed of in this State by
the wholesaler, importer, or wine shipper permittee. When excise taxes are paid on wine or
malt beverages, the wholesaler, importer, or wine shipper permittee must submit to the
Secretary vefied reports on forms provided by the Secretary detailing sales records for the
month for which the taxes are paid. The report must indicate the amount of excise tax due,
contain the information required by the Secretary, and indicate separately angtinasstm
which the excise tax does not apply.

(c) Railroad Salesi Each person operating a railroad train in this State on which
alcoholic beverages are sold must submit monthly reports of the amount of alcoholic beverages
sold in this State and must rigrthe applicable excise tax due on the sale of these beverages
when the report is submitted. The report is due on or before the 15th day of the month
following the month in which the beverages are sold. The report must be made on a form
prescribed by th&ecretary(1985, c. 114, s. 1; 1998b, s. 23; 2003102, s. 10; 200470, s. 7;
2005435, s. 26.)

8§ 105113.84. Report of resident brewery, resident winery, nonresident vendor, or wine
shipper permittee.

A resident brewery, resident winery, nonresidegidor, and wine shipper permittee must
file a monthly report with the Secretary. The report must list the amount of beverages delivered
to North Carolina wholesalers, importers, and purchasers under G.S.008BL during the
month. The report is due bhe 15th day of the month following the month covered by the
report. The report must be filed on a form approved by the Secretary and must contain the
information required by the SecretailL985, c. 114, s. 1; 19985, s. 24; 200473, s. 4;
2003402, s. 1))
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§ 105113.85. Discount.

Each wholesaler or importer who files a timely return and sends a timely payment may
deduct from the amount payable a discount of two percent (2%). This discount covers losses
due to spoilage and breakage, expenses incurrpceparing the records and reports required
by this Article, and the expense of furnishing a bofi®85, c. 114, s. 1; 200073, s. 5;
2001414, s. 5; 200284, s. 45A.2(a); 20084, s. 2(d).)

§ 105113.86. Bonds.

(@  Wholesalers and Importers.A wholesaler or importer shall furnish a bond in an
amount of not less than five thousand dollars ($5,000) nor more than fifty thousand dollars
($50,000). The bond shall be conditioned on compliance with this Article, shall be payable to
the State, shall be infarm acceptable to the Secretary, and shall be secured by a corporate
surety or by a pledge of obligations of the federal government, the State, or a political
subdivision of the State. The Secretary shall proportion the bond amount to the anticipated tax
liability of the wholesaler or importer. The Secretary shall periodically review the sufficiency
of bonds furnished by wholesalers and importers, and shall increase the amount of a bond
required of a wholesaler or importer when the amount of the bongHerhno longer covers
the wholesaler's or importer's anticipated tax liability.

(b) Nonresident Vendorsi. The Secretary may require the holder of a nonresident
vendor ABC permit to furnish a bond in an amount not to exceed two thousand dollars
($2,000).The bond shall be conditioned on compliance with this Article, shall be payable to the
State, shall be in a form acceptable to the Secretary, and shall be secured by a corporate surety
or by a pledge of obligations of the federal government, the Stadepalitical subdivision of
the State(1985, c. 114, s. 1; 1987, c. 18; 1938 s. 25.)

§ 105113.87. Refund for excise tax paid on sacramental wine.

@) Refund Allowed.i A person who purchases wine for the purpose stated in G.S.
18B-103(8) may obtaira refund from the Secretary for the amount of the excise tax levied
under this Article. The Secretary shall make refunds annually.

(b)  Application. i An applicant for a refund authorized by this section shall file a
written request with the Secretary fdretrefund due for the prior calendar year on or before
April 15. The Secretary may by rule prescribe what information and records shall be supplied
by the applicant to qualify for the refund. No refund may be made if the application is filed
more than thre years after the date it is due.

(© Repealed by Session Laws 1982, s. 29A.14(e)1985, c. 114, s. 1; 199812, s.
29A.14(e).)

§ 105113.88. Recorekeeping requirements.

A person who is required to file a report or return under this Article must keep a record of
all documents used to determine information the person provides in a report or return. The
records must be kept for three years from the due date of the repetunr to which the
records apply(1939, c. 158, s. 520; 1945, c. 903, s. 1; 1971, c. 872, s. 2; 1973, c. 476, s. 193;
1981, c. 747, s. 28; 1985, c. 114, s. 1; 20006, s. 6.)

8§ 105113.89. Other applicable administrative provisions.
The administrativeprovisions of Article 9 of this Chapter apply to this Artic{@985, c.
114, s. 1; 19985, s. 26.)

88 105113.90 through 105113.91: Repealed by Session Laws 1985, c. 114, s. 1.
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8§ 105113.92: Repealed by Session Laws 1981, c. 747, s. 25.

8§ 105113.93 Repealed by Session Laws 1985, c. 114, s. 1.

§ 105113.94: Repealed by Session Laws 1975, c. 53, s. 3.

88 105113.95 through 105113.104: Repealed by Session Laws 1985, c. 114, s. 1.

Avrticle 2D.
Unauthorized Substances Taxes.

§ 105113.105. Purpose.

The purpose of this Article is to levy an excise tax to generate revenue for State and local
law enforcement agencies and for the General Fund. Nothing in this Article may in any manner
provide immunity from criminal prosecution for a person who possessdigal substance.
(1989, c. 772, s. 1; 1995, c. 340, s. 1; 1292, s. 1; 19988, s. 59.)

§ 105113.106. Definitions.
The following definitions apply in this Article:

(1)
(2)
(3)

(4)
(4a)

(4b)

(4c)

(4d)

Controlled Substancé.Defined in G.S. 97.

Repealed by Session Laws9H) c. 340, s. 1.

Dealer.i Any of the following:

a. A person who actually or constructively possesses more than 42.5
grams of marijuana, seven or more grams of any other controlled
substance that is sold by weight, or 10 or more dosage units of any
other controlled substance that is not sold by weight.

b. A person who in violation of Chapter 18B of the General Statutes
possesses lllicit spirituous liquor for sale.

C. A person who in violation of Chapter 18B of the General Statutes
possesses mash.

d. A person who in violation of Chapter 18B of the General Statutes

possesses an illicit mixed beverage for sale.
Repealed by Session Laws 1995, c. 340, s. 1.
lllicit mixed beveragei A mixed beverage, as defined in G.S. 1BHl,
composed in whole oin part from spirituous liquor on which the charge
imposed by G.S. 18B04(b)(8) has not been paid, but not including a
premixed cocktail served from a closed package containing only one
serving.
lllicit spirituous liquor.i Spirituous liquor, as defed in G.S. 108.13.68,
not authorized by the North Carolina Alcoholic Beverage Control
Commission. Some examples of illicit spirituous liquor are the products
known as "bootleg liquor", "moonshine”, "ntax-paid liquor", and "white
liquor".
Local lav enforcement agency. A municipal police department, a county
police department, or a sheriff's office.
Low-streetvalue drugi Any of the following controlled substances:
a. An anabolic steroid as defined in G.S-®0(K).
b. A depressantdescribed in G.S. 989(4), 9090(4), 9091(b), or
90-92(a).
C. A hallucinogenic substance described in G.S:89(B) or G.S.
90-90(5).



OCoO~NOOUIE WNPE

37

d. A stimulant described in G.S. $E®(5), 90690(3), 9091(j),
90-92(a)(3), or 903(a)(3).

e. A controlled substance deribed in G.S. 9@1(c), (d), or (e),
90-92(a)(3), or (a)(5), or 993(a)1.

(5) Repealed by Session Laws 1995, c. 340, s. 1.

(6) Marijuana.i All parts of the plant of the genus Cannabis, whether growing
or not; the seeds of this plant; the resin extcaftem any part of this plant;
and every compound, salt, derivative, mixture, or preparation of this plant,
its seeds, or its resin.

(6a) Mash.i The fermentable starchy mixture from which spirituous liquor can
be distilled.

(7) Personi Defined in G.S. 05-228.90.

(8)  Secretaryi Defined in G.S. 10228.90.

(8a) State law enforcement agendy.Any State agency, force, department, or
unit responsible for enforcing criminal laws.

(9) Unauthorized substance A controlled substance, an illicit mixed bevgea
illicit spirituous liquor, or mash(1989, c. 772, s. 1; 1993, c. 354, s. 10;
1995, c. 340, s. 1; 19902, s. 1; 199837, s. 19; 200219, ss. 3, 4.)

§ 105113.107. Excise tax on unauthorized substances.

€)) Controlled Substancet.An excise taxs levied on controlled substances possessed,
either actually or constructively, by dealers at the following rates:

(1) At the rate of forty cents (40¢) for each gram, or fraction thereof, of
harvested marijuana stems and stalks that have been sepanatehffr@re
not mixed with any other parts of the marijuana plant.

(1a) At the rate of three dollars and fifty cents ($3.50) for each gram, or fraction
thereof, of marijuana, other than separated stems and stalks taxed under
subdivision (1) of this section.

(1b) At the rate of fifty dollars ($50.00) for each gram, or fraction thereof, of
cocaine.

(2) At the rate of two hundred dollars ($200.00) for each gram, or fraction
thereof, of any other controlled substance that is sold by weight.

(2a) At the rate of fity dollars ($50.00) for each 10 dosage units, or fraction
thereof, of any lowstreetvalue drug that is not sold by weight.

(3) At the rate of two hundred dollars ($200.00) for each 10 dosage units, or
fraction thereof, of any other controlled substarmea is not sold by weight.

(al) Weight.i A quantity of marijuana or other controlled substance is measured by the
weight of the substance whether pure or impure or dilute, or by dosage units when the
substance is not sold by weight, in the dealer's psigsesA quantity of a controlled substance
is dilute if it consists of a detectable quantity of pure controlled substance and any excipients or
fillers.

(b) lllicit Spirituous Liquor. T An excise tax is levied on illicit spirituous liquor
possessed by aaler at the following rates:

(1) At the rate of thirtyone dollars and seventy cents ($31.70) for each gallon,
or fraction thereof, of illicit spirituous liquor sold by the drink.

(2) At the rate of twelve dollars and eighty cents ($12.80) for each galion,
fraction thereof, of illicit spirituous liquor not sold by the drink.

(© Mash.i An excise tax is levied on mash possessed by a dealer at the rate of one
dollar and twentyeight cents ($1.28) for each gallon or fraction thereof.
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(d) lllicit Mixed Beveragesi A tax is levied on illicit mixed beverages sold by a dealer
at the rate of twenty dollars ($20.00) on each four liters and a proportional sum on lesser
guantities(1989, c. 772, s. 1; 1995, c. 340, s. 1; 1992, s. 1; 199218, s. 1.)

§ 105113.107A. Exemptions.

(@)  Authorized Possession.The tax levied in this Article does not apply to a substance
in the possession of a dealer who is authorized by law to possess the substance. This exemption
applies only during the time the dealer's pss&m of the substance is authorized by law.

(b)  Certain Marijuana Partd. The tax levied in this Article does not apply to the
following marijuana:

(2) Harvested mature marijuana stalks when separated from and not mixed with
any other parts of the margna plant.

(2)  Fiber or any other product of marijuana stalks described in subdivision (1) of
this subsection, except resin extracted from the stalks.

3) Marijuana seeds that have been sterilized and are incapable of germination.

(4) Roots of the marijuamplant.(1995, c. 340, s. 1; 19902, s. 1.)

§ 105113.108. Reports; revenue stamps.

€) Revenue Stamps. The Secretary shall issue stamps to affix to unauthorized
substances to indicate payment of the tax required by this Article. Dealers shalthrepiares
payable under this Article at the time and on the return prescribed by the Secretary.
Notwithstanding any other provision of law, dealers are not required to give their name,
address, social security number, or other identifying informaticth@meturn, and the return is
not required to be verified by oath or affirmation. Upon payment of the tax, the Secretary shall
issue stamps in an amount equal to the amount of the tax paid. Taxes may be paid and stamps
may be issued either by mail or inrpen.

(b) Reports.i Every local law enforcement agency and every State law enforcement
agency must report to the Department within 48 hours after seizing an unauthorized substance,
or making an arrest of an individual in possession of an unauthorize@rstayslisted in this
subsection upon which a stamp has not been affixed. The report must be in the form prescribed
by the Secretary and it must include the time and place of the arrest or seizure, the amount,
location, and kind of substance, the idengéifion of an individual in possession of the
substance and that individual's social security number, and any other information prescribed by
the Secretary. The report must be made when the arrest or seizure involves any of the following
unauthorized substaas upon which a stamp has not been affixed as required by this Article:

Q) More than 42.5 grams of marijuana.

(2) Seven or more grams of any other controlled substance that is sold by
weight.

(3) Ten or more dosage units of any other controlled substhates not sold
by weight.

(4)  Any illicit mixed beverage.

(5)  Any illicit spirituous liquor.

(6) Mash.(1989, c. 772, s. 1; 1995, c. 340, s. 1; 1292, s. 1; 200419, s. 5;
2004170, s. 8.)

§ 105113.109. When tax payable.

The tax imposed by thisréicle is payable by any dealer who actually or constructively
possesses an unauthorized substance in this State upon which the tax has not been paid, as
evidenced by a stamp. The tax is payable within 48 hours after the dealer acquires actual or
construdve possession of a ndax-paid unauthorized substance, exclusive of Saturdays,
Sundays, and legal holidays of this State, in which case the tax is payable on the next working
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day. Upon payment of the tax, the dealer shall permanently affix the appecgiaatps to the
unauthorized substance. Once the tax due on an unauthorized substance has been paid, no
additional tax is due under this Article even though the unauthorized substance may be handled
by other dealerg1989, c. 772, s. 1; 1995, c. 340, 51997292, s. 1.)

§ 105113.110: Repealed by Session Laws 1995, c. 340, s. 1.

§ 105113.110A. Administration.
Article 9 of this Chapter applies to this Articld989 (Reg. Sess., 1990), c. 814, s. 7; 1995,
c. 340,s.1;1997,c. 292,s. 1; 19918,s. 2.)

§ 105113.111. Assessments.

Notwithstanding any other provision of law, an assessment against a dealer who possesses
an unauthorized substance to which a stamp has not been affixed as required by this Article
shall be made as provided in tlsisction. The Secretary shall assess a tax, applicable penalties,
and interest based on personal knowledge or information available to the Secretary. The
Secretary shall notify the dealer in writing of the amount of the tax, penalty, and interest due,
and é¢emand its immediate payment. The notice and demand shall be either mailed to the dealer
at the dealer's last known address or served on the dealer in person. If the dealer does not pay
the tax, penalty, and interest immediately upon receipt of the neticdemand, the Secretary
shall collect the tax, penalty, and interest pursuant to the jeopardy collection procedures in G.S.
105-241.23 or the general collection procedures in G.S:242 including causing execution
to be issued immediately against tre¥gonal property of the dealer, unless the dealer files with
the Secretary a bond in the amount of the asserted liability for the tax, penalty, and interest. The
Secretary shall use all means available to collect the tax, penalty, and interest from any
property in which the dealer has a legal, equitable, or beneficial interest. The dealer may seek
review of the assessment as provided in Article 9 of this Chgji@es9, c. 772, s. 1; 1989
(Reg. Sess., 1990), c. 1039, s. 2; 1991 (Reg. Sess., 1992), c. 20@))s 1995, c. 340, s. 1;
1997292, s. 1; 200491, s. 8.)

§ 105113.112. Confidentiality of information.

Information obtained by the Department in the course of administering the tax imposed by
this Article, including information on whether the Dejpaent has issued a revenue stamp to a
person, is confidential tax information and is subject to the following restrictions on disclosure:

(1) G.S. 105259 prohibits the disclosure of the information, except in the
limited circumstances provided in thattsta.

(2)  The information may not be used as evidence, as defined in G.7HA
in a criminal prosecution for an offense other than an offense under this
Article or under Article 9 of this Chapter. Under this prohibition, no officer,
employee, or agemtf the Department may testify about the information in a
criminal prosecution for an offense other than an offense under this Article
or under Article 9 of this Chapter. This subdivision implements the
protections against double jeopardy and -selfiminaion set out in
Amendment V of the United States Constitution and the restrictions in it
apply regardless of whether information may be disclosed under G.S.
105259. This subdivision does not apply to information obtained from a
source other than an empém; officer, or agent of the Department. This
subdivision does not prohibit testimony by an officer, employee, or agent of
the Department concerning an offense committed against that individual in
the course of administering this Article. An officer, enyge, or agent of
the Department who provides evidence or testifies in violation of this
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subdivision is guilty of a Class 1 misdemean(t989, c. 772, s. 1; 1993, c.
539, s. 702; 1994, EX. Sess., c. 24, s. 14(c); 1997, c. 292, s. 142D0Ss.
27; 2008134, s. 68(a).)

§ 105113.113. Use of tax proceeds.

@) Special Accountl The Unauthorized Substances Tax Account is established as a
special nonreverting account. The Secretary shall credit the proceeds of the tax levied by this
Article to the Account.

(b) Distribution. i The Secretary shall distribute unencumbered tax proceeds in the
Unauthorized Substances Tax Account on a quarterly or more frequent basis. Tax proceeds in
the Account are unencumbered when they are collectible under G:34132. Tle Secretary
shall distribute seventfive percent (75%) of the unencumbered tax proceeds in the Account
that were collected by assessment to the State or local law enforcement agency that conducted
the investigation of a dealer that led to the assessrtiambre than one State or local law
enforcement agency conducted the investigation, the Secretary shall determine the equitable
share for each agency based on the contribution each agency made to the investigation. The
Secretary shall credit the remainingencumbered tax proceeds in the Account to the General
Fund.

(c) Refunds.i The refund of a tax that has already been distributed shall be drawn
initially from the Unauthorized Substances Tax Account. The amount of refunded taxes that
were distributed to a law enforcement agency under this section and any interesteshall
subtracted from succeeding distributions from the Account to that law enforcement agency.
The amount of refunded taxes that were credited to the General Fund under this section and any
interest shall be subtracted from succeeding credits to the Génardlfrom the Account.

(1991 (Reg. Sess., 1992), c. 900, s. 20(c); 1995, c. 340, s. 129998. 1; 200491, s. 9.)

Article 3.
Franchise Tax.
§ 105114. Nature of taxes; definitions.

@) Nature of Taxed. The taxes levied in this Article upon persons and partnerships are
for the privilege okengaging in business or doing the act named.

(@al) Scope. The taxes levied in this Article upon corporations are privilege or excise
taxes levied upon:

Q) Corporations organized under the laws of this State for the existence of the
corporate rights andrpileges granted by their charters, and the enjoyment,
under the protection of the laws of this State, of the powers, rights, privileges
and immunities derived from the State by the form of such existence; and

(2) Corporations not organized under the lakshis State for doing business in
this State and for the benefit and protection which these corporations receive
from the government and laws of this State in doing business in this State.

(a2) Condition for Doing Business. If the corporation is orgared under the laws of
this State, the payment of the taxes levied by this Article is a condition precedent to the right to
continue in the corporate form of organization. If the corporation is not organized under the
laws of this State, payment of thesaxds is a condition precedent to the right to continue to
engage in doing business in this State.

(a3) Tax Year.i The taxes levied in this Article are for the fiscal year of the State in
which the taxes become due, except that the taxes levied in G:322Q&e for the income
year of the corporation in which the taxes become due.

(@a4) No Double Taxationi G.S. 105122 does not apply to holding companies taxed
under G.S. 108.20.2. G.S. 10822 applies to a corporation taxed under another section of this
Article only to the extent the taxes levied on the corporation in G.S12P%xceed the taxes
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levied in other sections of this Article on the corporation or on a limited liability company
whose assets must be included in the corporation's tax basequ8dé05114.1.

(b) Definitions.i The following definitions apply in this Article:

(2) City. 1 Defined in G.S. 10228.90.

(la) Code.i Defined in G.S. 10228.90.

(2) Corporation.i A domestic corporation, a foreign corporation, an electric
membership arporation organized under Chapter 117 of the General
Statutes or doing business in this State, or an association that is organized for
pecuniary gain, has capital stock represented by shares, whether with or
without par value, and has privileges not pessd by individuals or
partnerships. The term includes a mutual or capital stock savings and loan
association or building and loan association chartered under the laws of any
state or of the United States. The term includes a limited liability company
that elects to be taxed as a corporation under the Code, but does not
otherwise include a limited liability company.

3) Doing businessi Each and every act, power, or privilege exercised or
enjoyed in this State, as an incident to, or by virtue of the poeus
privileges granted by the laws of this State.

(4) Income yeari Defined in G.S. 108.30.2(4b).

(c) Recodified as G.S. 10614.1 by Session Laws 20026, s. 30G.2.(b), effective
January 1, 2003(1939, c. 158, s. 201; 1943, c. 400, s. 3; 1945, 8, 303; 1965, c. 287, s. 16;
1967, c. 286; 1969, c. 541, s. 6; 1973, c. 1287, s. 3; 1983, c. 713, s. 66; 1985, c. 656, s. 7; 1985
(Reg. Sess., 1986), c. 853, s. 1; 1987, c. 778, s. 1; 1987 (Reg. Sess., 1988), c. 1015, s. 2; 1989,
c. 36, s. 2; 1989 (RegeSs., 1990), c. 981, s. 2; 1991, c. 30, s. 2; c. 689, s. 250; 1991 (Reg.
Sess., 1992), c. 922, s. 3; 1993, c. 12, s. 4; c. 354, s. 11; c. 485, s.-81899874; 199838,
ss. 60, 76; 199837, s. 20; 200Q.73, s. 8; 200827, s. 2(b); 200226, s. 30G.(); 2005435,

s. 59.2(a); 20066, s. 24A.2(a); 200462, ss. 3(b), 22; 200807, s. 28.7(a).)

§ 105114.1. Limited liability companies.

@) Definitions.i The following definitions apply in this section:

(1)  Affiliated group.i Defined in section 1504f the Code.

(2) Capital interesti The right under a limited liability company's governing
law to receive a percentage of the company's assets upon dissolution after
payments to creditors.

3) Entity.T A person that is not a human being.

(4) Governing aw.1 A limited liability company's governing law is determined
under G.S. 57®-05 or G.S. 57€7-01, as applicable.

(5) Noncorporate limited liability company. A limited liability company that
does not elect to be taxed as a corporation under the Code.

(b) Controlled Companiesi. If a corporation or an affiliated group of corporations
owns more than fifty percent (50%) of the capital interests in a noncorporate limited liability
company, the corporation or group of corporations must include in itsthxdrmses pursuant
to G.S. 105122 the same percentage of (i) the noncorporate limited liability company's capital
stock, surplus, and undivided profits; (ii) fiffive percent (55%) of the noncorporate limited
liability company's appraised ad valorem texlue of property; and (iii) the noncorporate
limited liability company's actual investment in tangible property in this State, as appropriate.

(c) Constructive Ownershipi. Ownership of the capital interests in a noncorporate
limited liability company isdetermined by reference to the constructive ownership rules for
partnerships, estates, and trusts in section 318(a)(2)(A) and (B) of the Code with the following
modifications:

(1) The term "capital interest" is substituted for "stock" each place it agppear
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(2) A noncorporate limited liability company and any noncorporate entity other
than a partnership, estate, or trust is treated as a partnership.

(3) The operating rule of section 318(a)(5) of the Code applies without regard to
section 318(a)(5)(C).

(d)  No Double Inclusioni If a corporation is required to include a percentage of a
noncorporate limited liability company's assets in its tax bases under this Article pursuant to
subsection (b) of this section, its investment in the noncorporate limitaityli@lompany is
not included in its computation of capital stock base under G.S122().

(e)  Affiliated Group.i If the owner of the capital interests in a noncorporate limited
liability company is an affiliated group of corporations, the percen@afe included pursuant
to subsection (b) of this section by each group member that is doing business in this State is
determined by multiplying the capital interests in the noncorporate limited liability company
owned by the affiliated group by a fractidrhe numerator of the fraction is the capital interests
in the noncorporate limited liability company owned by the group member, and the
denominator of the fraction is the capital interests in the noncorporate limited liability company
owned by all group embers that are doing business in this State.

() Exemption.i This section does not apply to assets owned by a noncorporate limited
liability company if the total book value of the noncorporate limited liability company's assets
never exceeded one hundféty thousand dollars ($150,000) during its taxable year.

() Timing. T Ownership of the capital interests in a noncorporate limited liability
company is determined as of the last day of its taxable year. The adjustments pursuant to
subsections (b) andl) of this section must be made to the owner's next following return filed
under this Article. If a noncorporate limited liability company and a corporation or an affiliated
group of corporations have engaged in a pattern of transferring assets betweevitththe
result that each did not own the capital interests on the last day of its taxable year, the
ownership of the capital interests in the noncorporate limited liability company must be
determined as of the last day of the corporation or group pbcations' taxable year.

(h) Penalty.i A taxpayer who, because of fraud with intent to evade tax, underpays the
tax under this Article on assets attributable to it under this section is guilty of a Class H felony
in accordance with G.S. 186(7). (2002126, s. 30G.2(b); 20044, ss. 1, 2; 200470, s.

8.1; 200666, s. 24A.2(b); 200807, s. 28.7(b).)

8 105115. Repealed by Session Laws 1989 (Reg. Sess., 1990), c. 1002, s. 1.

8 105116. Franchise or privilege tax on electric power, water, and sewer@gompanies.
(@) Tax.i An annual franchise or privilege tax is imposed on the following:
(1)  An electric power company engaged in the business of furnishing electricity,
electric lights, current, or power.
(2), (2a) Repealed by Session Laws 1228 s. 2 effective July 1, 1999.
(3) A water company engaged in owning or operating a water system subject to
regulation by the North Carolina Utilities Commission.
(4) A public sewerage company engaged in owning or operating a public
sewerage system.
The tax oman electric power company is three and twenty hundredths percent (3.22%)
of the company's taxable gross receipts from the business of furnishing electricity, electric
lights, current, or power. The tax on a water company is four percent (4%) of tiparcgs
taxable gross receipts from owning or operating a water system subject to regulation by the
North Carolina Utilities Commission. The tax on a public sewerage company is six percent
(6%) of the company's taxable gross receipts from owning or opgratipublic sewerage
company. A company's taxable gross receipts are its gross receipts from business inside the
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State less the amount of gross receipts from sales reported under subdivision (b)(2). A company
that engages in more than one business taxee tinid section shall pay tax on each business.

(b) Report and Payment. The tax imposed by this section is payable quarterly or
monthly as specified in this subsection. A return is due quarterly.

A water company or public sewerage company must pay tantegly when filing a return.

An electric power company must pay tax in accordance with the schedule and requirements that
apply to payments of sales and use tax under G.S18403.6 and must file a return quarterly.

A quarterly return covers a calendaragter and is due by the last day of the month that
follows the quarter covered by the return. A taxpayer must submit a return on a form provided
by the Secretary. The return must include the taxpayer's gross receipts from all property it
owned or operateduring the reporting period in connection with its business taxed under this
section. A taxpayer must report its gross receipts on an accrual basis. A return must contain the
following information:

(1) The taxpayer's gross receipts for the reporting deftiom business inside
and outside this State, stated separately.

(2) The taxpayer's gross receipts from commodities or services described in
subsection (a) that are sold to a vendee subject to the tax levied by this
section or to a joint agency establidhender Chapter 159B of the General
Statutes or a city having an ownership share in a project established under
that Chapter.

(3) The amount of and price paid by the taxpayer for commodities or services
described in subsection (a) that are purchased frimro engaged in
business in this State and the name of each vendor.

(4) For an electric power company the entity's gross receipts from the sale
within each city of the commodities and services described in subsection (a).

(c) Repealed by Session Laws 1928 s. 2, effective July 1, 1999.

(d) Distribution. 7 Part of the taxes imposed by this section on electric power
companies is distributed to cities under G.S.-106.1. If a taxpayer's return does not state the
taxpayer's taxable gross receipts deriwgithin a city, the Secretary must determine a practical
method of allocating part of the taxpayer's taxable gross receipts to the city.

(e) Local Tax.i So long as there is a distribution to cities from the tax imposed by this
section, no city shall imposar collect any greater franchise, privilege or license taxes, in the
aggregate, on the businesses taxed under this section, than was imposed and collected on or
before January 1, 1947.

(el) An electric power company engaged in the business of furnisHedrieity,
electric lights, current, or power that collects the annual franchise or privilege tax pursuant to
subsection (a) of this section and remits the tax collected to the Secretary shall not be subject to
any additional franchise or privilege taxposed upon it by any city or county.

() Repealed by Session Laws 1988 s. 2, effective July 1, 19961939, c. 158, s.

203; 1949, c. 392, s. 2; 1951, c. 643, s. 3; 1955, c. 1313, s. 2; 1957, c. 1340, s. 3; 1959, c. 1259,
s. 3; 1963, c. 1169, s. 1; 1965 517; 1967, c. 519, ss. 1, 3; c. 1272, ss. 1, 3; 1971, c. 298, s. 1;

c. 833, s. 1; 1973, c. 476, s. 193; c. 537, s. 3; c. 1287, s. 3; c. 1349; 1975, c. 812; 1983 (Reg.
Sess., 1984), c. 1097, ss. 2, 16; 1987 (Reg. Sess., 1988), c. 882, s. 4.4; 1988gRKe{990),

c. 813, s. 3; c. 814, s. 10; c. 945, ss. 3, 17; 1991, c. 598, s. 4; c. 689, s. 28(c); 1991 (Reg. Sess.,
1992), c. 1007, s. 2; 1993, c. 321, s. 26(h); 19983, s. 2; 199426, s. 3; 19922, s. 2;

199898, s. 72; 199217, s. 32(a); 200@40, s. 62; 200427, s. 6(c), (d); 20022, s. 10;
2002120, s. 8; 200433, s. 10; 2004.62, s. 31.)

§ 105116.1. Distribution of gross receipts taxes to cities.
€)) Definitions.i The following definitions apply in this section:



Q) Freeze deductioni The amount by which the percentage distribution
amount of a city was required to be reduced in fiscal year-269m
determining the amount to distribute to the city.

(2) Percentage distribution amount. Three and nine hundredths percent
(3.09%) of the grss receipts derived by an electric power company from
sales within a city that are taxable under G.S-106.

(b) Distribution.i The Secretary must distribute to the cities part of the taxes collected
under this Article on electric power companies. Eeityis share for a calendar quarter is the
percentage distribution amount for that city for that quarter minusfamth of the city's
10 hold-back amount and orfeurth of the city's proportionate share of the annual cost to the
11 Department of administerintpe distribution. The Secretary must make the distribution within
12 75 days after the end of each calendar quarter. The General Assembly finds that the revenue
13 distributed under this section is local revenue, not a State expenditure, for the purpose of
14  Secton 5(3) of Article Il of the North Carolina Constitution. Therefore, the Governor may not
15 reduce or withhold the distribution.

16 (c) Limited Hold-Harmless Adjustment. The holdback amount for a city that, in the
17 199596 fiscal year, received from grosseipts taxes on electric power companies and natural
18 gas companies less than ninéitye percent (95%) of the amount it received in the 1990

19 fiscal year but at least sixty percent (60%) of the amount it received in the919&tal year

20 is the amountletermined by the following calculation:
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21 (1)  Adjust the city's 19986 distribution by adding the city's freeze deduction
22 attributable to receipts from electric power companies and natural gas
23 companies to the amount distributed to the city for that year.

24 (2) Compare the adjusted 1995 amount with the city's 19981 distribution.

25 3) If the adjusted 19996 amount is less than or equal to the city's 19B0

26 distribution, the holeback amount for the city is zero.

27 (4) If the adjusted 19996 amount is mar than the city's 19991 distribution,

28 the holdback amount for the city is the city's freeze deduction attributable to
29 receipts from electric power companies and natural gas companies minus the
30 difference between the city's 199Q distribution and theity's 199596

31 distribution.

32 (cl) Additional Limited HoldHarmless Adjustmeni. The holdback amount for a city

33 that, in the 19996 fiscal year, received from gross receipts taxes on electric power companies
34 and natural gas companies less than sixty per(@0%) of the amount it received in the
35 199091 fiscal year is the amount determined by the following calculation:

36 (1)  Adjust the city's 1992000 distribution by adding the city's freeze deduction
37 attributable to receipts from electric power companiad aatural gas
38 companies to the amount distributed to the city for that year.

39 (2) Compare the adjusted 192900 amount with the city's 1990

40 distribution.

41 3) If the adjusted 1992000 amount is less than or equal to the city's 4800
42 distribution, thehold-back amount for the city is zero.

43 4) If the adjusted 1992000 amount is more than the city's 1980

44 distribution, the holeback amount for the city is the city's freeze deduction
45 attributable to receipts from electric power companies and natawl g
46 companies minus the difference between the city's-Pa90@istribution and
a7 the city's 19922000 distribution.

48 (d)  Allocation of HoldHarmless Adjustment. The holdback amount for a city that, in

49 the 199596 fiscal year, received from gross receiptegaon electric power companies and
50 natural gas companies at least ninetg percent (95%) of the amount it received in the
51 199091 fiscal year is the amount determined by the following calculation:
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(2) Determine the amount by which the freeze deduditnibutable to receipts
from electric power companies and natural gas companies is reduced for all
cities whose holdback amount is determined under subsections (c) and (c1)
of this section. This amount is the total hblarmless adjustment.

(2) Determinethe amount of gross receipts taxes that would be distributed for
the quarter to cities whose hdbdck amount is determined under this
subsection if these cities received their percentage distribution amount minus
onefourth of their freeze deduction abtutable to receipts from electric
power companies and natural gas companies.

3) For each city included in the calculation in subdivision (2) of this subsection,
determine that city's percentage share of the amount determined under that
subdivision.

(4)  Add to the city's freeze deduction attributable to receipts from electric power
companies and natural gas companies an amount equal to the city's
percentage share under subdivision (3) of this subsection multiplied by the
total holdharmless adjustment.

(e) Disqualification.i No municipality may receive any funds under this section if it
was incorporated with an effective date of on or after January 1, 2000, and is disqualified from
receiving funds under G.S. 13d.2. No municipality may receive any fundsder this
section, incorporated with an effective date on or after January 1, 2000, unless a majority of the
mileage of its streets is open to the public. The previous sentence becomes effective with
respect to distribution of funds on or after July 19991997118, s. 1; 199426, s. 3.1;
1997439, s. 3; 199456, s. 55.5; 19982, s. 3; 1999158, s. 11; 200428, s. 2; 200430, s.

11; 2002120, s. 2; 200835, s. 34(b).)

88 105117 through 115118: Repealed by Session Laws 1995 (Regular Sessior86)9c.
646, s. 3.

8 105119: Repealed by Session Laws 20Q03, s. 7.

8§ 105120: Repealed by Session Laws 204430, s. 12, effective January 1, 2002, and applies
to taxable services reflected on bills dated on or after January 1, 2002.

8§ 105120.1: Repealed by Session Laws 200073, s. 7.

§ 105120.2. Franchise or privilege tax on holding companies.
€)) Every corporation, domestic and foreign, incorporated or, by an act, domesticated
under the laws of this State or doing business in this State vetitite close of its taxable year
is a holding company as defined in subsection (c) of this section, shall, pursuant to the
provisions of G.S. 10822:
(1) Make areport and statement, and
(2) Determine the total amount of its issued and outstanding cegbdek,
surplus and undivided profits, and
(3)  Apportion such outstanding capital stock, surplus and undivided profits to
this State.

b) (@D Every corporation taxed under this section shall annually pay to the
Secretary of Revenue, at the time the remort statement are due, a
franchise or privilege tax, which is hereby levied, at the rate of one dollar
and fifty cents ($1.50) per one thousand dollars ($1,000) of the amount
determined under subsection (a) of this section, but in no case shall the tax
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be more than seventfive thousand dollars ($75,000) nor less than
thirty-five dollars ($35.00).
(2)  Notwithstanding the provisions of subdivision (1) of this subsection, if the
tax produced pursuant to application of this paragraph (2) exceeds the tax
prodwced pursuant to application of subdivision (1), then the tax shall be
levied at the rate of one dollar and fifty cents ($1.50) per one thousand
dollars ($1,000) on the greater of the amounts of
a. Fifty-five percent (55%) of the appraised valuedetermined for ad
valorem taxation of all the real and tangible personal property in this
State of each such corporation plus the total appraised value of
intangible property returned for taxation of intangible personal
property as computed under G.S. 1i@2(d); or

b. The total actual investment in tangible property in this State of such
corporation as computed under G.S.-122(d).

(c) For purposes of this section, a "holding company" is a corporation that receives
during its taxable year more than eigpercent (80%) of its gross income from corporations in
which it owns directly or indirectly more than fifty percent (50%) of the outstanding voting
stock or voting capital interests.

(d) Repealed by Session Laws 1985, c. 656, s. 39.

(e) Counties, citiesand towns shall not levy a franchise tax on corporations taxed under
this section. The tax imposed under the provisions of G.S:12R5shall not apply to
businesses taxed under the provisions of this section.

) Repealed by Session Laws 26330, s. 3, #ective June 27, 2011(1975, c. 130, s.

1; 1985, c. 656, s. 39; 1985 (Reg. Sess., 1986), c. 854, s. 1; 1987 (Reg. Sess., 1988), c. 882, s.
4.2;1991, c. 30, s. 4; 1998, s. 72; 200496, s. 9; 201-B30, s. 3.)

8§ 105121: Repealed by Session Laws 1®4c. 752, s. 1.

§ 105121.1. Mutual burial associations.

An annual franchise or privilege tax on all domestic mutual burial associations shall be due
and payable to the Secretary of Revenue on or before the first day of April of each year. The
amount & this franchise or privilege tax shall be based on the membership of such associations
according to the following schedule:

Membership less than 3,000...............ccooiiiiiie e eeececccinns $15.00
Membership of 3,000 t0 5,000............ccccuvrrrmmrrieeerinirirereeeeeee, 20.00
Membership of 5,000 to 10,0QQ..........ccccevviiiiiiiieeeiieeeeeeeiie, 25.00
Membership of 1@00 to 15,00Q.......cccccceeeiiiiiiiiiiiiieeereeee e, 30.00
Membership of 15,000 to 20,000..........cccuviiiieiiiiiimmmeeiiiieeeeeeenns 35.00
Membership of 20,000 to 25,000...........ccvveeriiieeeiieereieieeeeeeeennn. 40.00
Membership of 25,000 to 30,000..........cccuviiieiriiiimmmeeiiiie e e 45.00
Membership of 30,000 OF MOIE........cceeiiiiieeeiiiiiieeeee e, 50.00

(1943, c. 60, s. 2; 1973, c. 476, s. 193.)

§ 105122. Franchise ormprivilege tax on domestic and foreign corporations.

(@  An annual franchise or privilege tax is imposed on a corporation doing business in
this State. The tax is determined on the basis of the books and records of the corporation as of
the close of its ineme year. A corporation subject to the tax must file a return under
affirmation with the Secretary at the place and in the manner prescribed by the Secretary. The
return must be signed by the president, ygoesident, treasurer, or chief financial officéithe
corporation. The return is due on or before the fifteenth day of the fourth month following the
end of the corporation's income year.



OCoO~NOOUIE WNPE

(b) Determination of Capital Basé. A corporation taxed under this section shall
determine the total amount oéitssued and outstanding capital stock, surplus, and undivided
profits. No reservation or allocation from surplus or undivided profits is allowed except as

provided below:

(1)
(1a)
(2)
3)

(4)

(5)

Definite and accrued legal liabilities.

Billings in excess of costs thate considered a deferred liability under the
percentage of completion method of revenue recognition.

Taxes accrued, dividends declared, and reserves for depreciation of tangible
assets and for amortization of intangible assets as permitted for inagme
purposes.

When including deferred tax liabilities, a corporation may reduce the amount
included in its base by netting against that amount deferred tax assets. The
reduction may not decrease deferred tax liabilities below zero (0).

Reserves forthe cost of any aicleaning device or sewage or waste
treatment plant, including waste lagoons, and pollution abatement equipment
purchased or constructed and installed which reduces the amount of air or
water pollution resulting from the emission of a@iontaminants or the
discharge of sewage and industrial wastes or other polluting materials or
substances into the outdoor atmosphere or streams, lakes, or rivers, upon
condition that the corporation claiming such deductible liability shall furnish
to the Secretary a certificate from the Department of Environment and
Natural Resources or from a local air pollution control program for
air-cleaning devices located in an area where the Environmental
Management Commission has certified a local air pollutioirobprogram
pursuant to G.S. 14315.112 certifying that the Environmental Management
Commission or local air pollution control program has found as a fact that
the aircleaning device, waste treatment plant or pollution abatement
equipment purchased oomstructed and installed as above described has
actually been constructed and installed and that such plant or equipment
complies with the requirements of the Environmental Management
Commission or local air pollution control program with respect to such
devices, plants or equipment, that such device, plant or equipment is being
effectively operated in accordance with the terms and conditions set forth in
the permit, certificate of approval, or other document of approval issued by
the Environmental Managemie Commission or local air pollution control
program and that the primary purpose thereof is to reduce air or water
pollution resulting from the emission of air contaminants or the discharge of
sewage and waste and not merely incidental to other purpodésretions.
Reserves for the cost of purchasing and installing equipment or constructing
facilities for the purpose of recycling or resource recovering of or from solid
waste or for the purpose of reducing the volume of hazardous waste
generated shiabe treated as deductible for the purposes of this section upon
condition that the corporation claiming such deductible liability shall furnish
to the Secretary a certificate from the Department of Environment and
Natural Resources certifying that the Rement of Environment and
Natural Resources has found as a fact that the equipment or facility has
actually been purchased, installed or constructed, that it is in conformance
with all rules and regulations of the Department of Environment and Natural
Resurces, and the recycling or resource recovering is the primary purpose
of the facility or equipment.
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(6) Reserves for the cost of constructing facilities of any private or public utility
built for the purpose of providing sewer service to residentialcarnlying
areas shall be treated as deductible for the purposes of this section; the
deductible liability allowed by this section shall apply only with respect to
such pollution abatement plants or equipment constructed or installed on or
after January 1,955.

(7) The cost of treasury stock.

(8) In the case of an international banking facility, the capital base shall be
reduced by the excess of the amount as of the end of the taxable year of all
assets of an international banking facility which are emplaygdide the
United States over liabilities of the international banking facility owed to
foreign persons. For purposes of such reduction, foreign persons shall have
the same meaning as defined in G.S.-186.5(b)(13)d.

Every corporation doing businessthis State which is a parent, subsidiary, or affiliate of
another corporation shall add to its capital stock, surplus, and undivided profits all indebtedness
owed to a parent, subsidiary, or affiliated corporation as a part of its capital used innesgusi
and as a part of the base for franchise tax under this section. If any part of the capital of the
creditor corporation is capital borrowed from a source other than a parent, subsidiary, or
affiliate, the debtor corporation, which is required undes gubsection to include in its tax
base the amount of debt by reason of being a parent, subsidiary, or affiliate of the creditor
corporation, may deduct from the debt included a proportionate part determined on the basis of
the ratio of the borrowed cagplitaf the creditor corporation to the total assets of the creditor
corporation. If the creditor corporation is also taxable under the provisions of this section, the
creditor corporation is allowed to deduct from the total of its capital, surplus, anddeudiv
profits the amount of any debt owed to it by a parent, subsidiary or affiliated corporation to the
extent that the debt has been included in the tax base of the parent, subsidiary, or affiliated
debtor corporation reporting for taxation under the gions of this section.

(b1) Definitions.i The following definitions apply in subsection (b) of this section:

(1)  Affiliate. T The same meaning as specified in G.S-186.6.

(2) Indebtednessi All loans, credits, goods, supplies, or other capital of
whatsoever nature furnished by a parent, subsidiary, or affiliated
corporation, other than indebtedness endorsed, guaranteed, or otherwise
supported by one of these corporations.

3) Parentl The same meaning as specified in G.S-1886.6.

(4)  Subsidiaryl The same meaning as specified in G.S-188.6.

(© Repealed by Session Laws 204091, s. 2, effective January 1, 2008.

(c1l) Apportionment.i A corporation that is doing business in this State and in one or
more other states must apportion its capiiatls surplus, and undivided profits to this State. A
corporation must use the apportionment method set out in subdivision (1) of this subsection
unless the Department has authorized it to use a different method under subdivision (2) of this
subsection. Té portion of a corporation's capital stock, surplus, and undivided profits
determined by applying the appropriate apportionment method is considered the amount of
capital stock, surplus, and undivided profits the corporation uses in its business iatthis St

Q) Statutory.i A corporation that is subject to income tax under Article 4 of
this Chapter must apportion its capital stock, surplus, and undivided profits
by using the fraction it applies in apportioning its income under that Article.

A corporationthat is not subject to income tax under Article 4 of this
Chapter must apportion its capital stock, surplus, and undivided profits by
using the fraction it would be required to apply in apportioning its income if
it were subject to that Article. The apgonment method set out in this
subdivision is considered the statutory method of apportionment and is
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(2)

(3)

presumed to be the best method of determining the amount of a corporation's
capital stock, surplus, and undivided profits attributable to the corpdgation
business in this State.

Alternative. T A corporation that believes the statutory apportionment
method set out in subdivision (1) of this subsection subjects a greater portion
of its capital stock, surplus, and undivided profits to tax under thigosec
than is attributable to its business in this State may make a written request to
the Secretary for permission to use an alternative method. The request must
set out the reasons for the corporation's belief and propose an alternative
method. The corpation has the burden of establishing by clear, cogent, and
convincing proof that the statutory apportionment method subjects a greater
portion of the corporation's capital stock, surplus, and undivided profits to
tax under this section than is attributatdats business in this State and that
the proposed alternative method is a better method of determining the
amount of the corporation's capital stock, surplus, and undivided profits
attributable to the corporation's business in this State.

The Secretarynust issue a written decision on a corporation's request for
an alternative apportionment method. If the decision grants the request, it
must describe the alternative method the corporation is authorized to use and
state the tax years to which the altew@imethod applies. A decision may
apply to no more than three tax years, unless the provisions of subdivision
(3) of this subsection applies. A corporation may renew a request to use an
alternative apportionment method by following the procedure in this
subdivision. A decision of the Secretary on a request for an alternative
apportionment method is final and is not subject to administrative or judicial
review. A corporation authorized to use an alternative method may apportion
its capital stock, surplus,nd undivided profits in accordance with the
alternative method or the statutory method.

Repealed by Session Laws 26330, s. 5, effective June 27, 2011.

After determining the proportion of its total capital stock, surplus and undivided
profits asset out in subsection (c) of this section, which amount shall not be less thdivdifty
percent (55%) of the appraised value as determined for ad valorem taxation of all the real and
tangible personal property in this State of each corporation nor Hessits total actual
investment in tangible property in this State, every corporation taxed under this section shall
annually pay to the Secretary of Revenue, at the time the report and statement are due, a
franchise or privilege tax at the rate of onelalohnd fifty cents ($1.50) per one thousand
dollars ($1,000) of the total amount of capital stock, surplus and undivided profits as provided
in this section. The tax imposed in this section shall not be less tharfitrerjollars ($35.00)

and shall béor the privilege of carrying on, doing business, and/or the continuance of articles

of incorporation or domestication of each corporation in this State. Appraised value of tangible
property including real estate is the ad valorem valuation for the calgedanext preceding

the due date of the franchise tax return. The term "total actual investment in tangible property"
as used in this section means the total original purchase price or consideration to the reporting
taxpayer of its tangible propertieq)cluding real estate, in this State plus additions and
improvements thereto less reserve for depreciation as permitted for income tax purposes, and
also less any indebtedness incurred and existing by virtue of the purchase of any real estate and
any permaant improvements made thereon. In computing "total actual investment in tangible
personal property” there shall also be deducted reserves for the entire cost ofctegnang

device or sewage or waste treatment plant, including waste lagoons, anobmpahdtement
equipment purchased or constructed and installed which reduces the amount of air or water
pollution resulting from the emission of air contaminants or the discharge of sewage and
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industrial wastes or other polluting materials or substan¢eghe outdoor atmosphere or into
streams, lakes, or rivers, upon condition that the corporation claiming this deduction shall
furnish to the Secretary a certificate from the Department of Environment and Natural
Resources or from a local air pollution tah program for akcleaning devices located in an
area where the Environmental Management Commission has certified a local air pollution
control program pursuant to G.S. 1285.112 certifying that said Department or local air
pollution control programds found as a fact that the-aleaning device, waste treatment plant
or pollution abatement equipment purchased or constructed and installed as above described
has actually been constructed and installed and that the device, plant or equipment complies
with the requirements of the Environmental Management Commission or local air pollution
control program with respect to the devices, plants or equipment, that the device, plant or
equipment is being effectively operated in accordance with the terms antiactnset forth in
the permit, certificate of approval, or other document of approval issued by the Environmental
Management Commission or local air pollution control program and that the primary purpose is
to reduce air or water pollution resulting frahe emission of air contaminants or the discharge
of sewage and waste and not merely incidental to other purposes and functions. The cost of
constructing facilities of any private or public utility built for the purpose of providing sewer
service to residgial and outlying areas is treated as deductible for the purposes of this section;
the deductible liability allowed by this section shall apply only with respect to pollution
abatement plants or equipment constructed or installed on or after Janud¥§.1, 19

(d1) Credits.i A corporation is allowed a credit against the tax imposed by this section
for a taxable year equal to ehalf of the amount of tax payable during the taxable year under
Article 5E of this Chapter. The credit allowed by this subsectiag not exceed the amount of
tax imposed by this section for the taxable year, reduced by the sum of all other credits allowed
against that tax, except tax payments made by or on behalf of the taxpayer.

(e)  Any corporation which changes its income yead fitles a "short period" income
tax return pursuant to G.S. 280.15 shall file a franchise tax return in accordance with the
provisions of this section in the manner and as of the date specified in subsection (a) of this
section. Such corporation shak entitled to deduct from the total franchise tax computed (on
an annual basis) on such return the amount of franchise tax previously paid which is applicable
to the period subsequent to the beginning of the new income year.

() The report, statement atak required by this section shall be in addition to all other
reports required or taxes levied and assessed in this State.

(9) Counties, cities and towns shall not levy a franchise tax on corporations taxed under
this section.

(h) Repealed by Session LaWw981 (Regular Session, 1982), c. 1211, s(B39, c.
158, s. 210; 1941, c. 50, s. 4; 1943, c. 400, s. 3; 1945, c. 708, s. 3; 1947, c. 501, s. 3; 1951, c.
643, s. 3; 1953, c. 1302, s. 3; 1955, c. 1100, s. 2%; c. 1350, s. 17; 1957, c. 1340, s. 3; 1959, c
1259, s. 3; 1963, c. 1169, s. 1; 1967, c. 286; c. 892, ss. 10, 11; c. 1110, s. 2; 1973, c. 476, s.
193; c. 695, s. 17; c. 1262, s. 23; c. 1287, s. 3; 1975, c. 764, s. 2; 1977, c. 771, s. 4; 1981, c.
704, s. 18; c. 855, s. 3; 1981 (Reg. Sess., 1982p1d., k. 5; 1985, c. 656, s. 40; 1985 (Reg.
Sess., 1986), c. 826, s. 6; c. 854, s. 1; 1987 (Reg. Sess., 1988), c. 882, s. 4.3; 1989, c. 148, s. 1;
C. 727, ss. 218(39), 219(27); 1991, c. 30, s. 5; 1993, c. 532, s. 11; 1995 (Reg. Sess., 1996), c.
560, s. 1; 997-443, s. 11A.119(a); 19982, ss. 8, 9; 19988, ss. 72, 77; 199817, s. 43;
1999337, s. 21; 200427, s. 12(a); 200816, s. 5(j); 200®5, s. 1.1, 200462, s. 2;
2007491, ss. 2, 10, 11; 204834, ss. 3(a), (b); 200422, s. 1; 2009145, s. 2; 201431, s.
31.9(a); 200-89, s. 2(c); 2011145, s. 31A.2(a); 201330, s. 5.)

§ 105122.1. Credit for additional annual report fees paid by limited liability companies
subject to franchise tax.
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A limited liability company subject to tax under this Articteallowed a credit against the
tax imposed by this Article equal to the difference between the annual report fee for
corporations under G.S. 8522(a)(23) and the annual report fee for limited liability companies
under G.S. 57€1-22(a). The credit allowkby this section may not exceed the amount of tax
imposed by this Article for the taxable year reduced by the sum of all credits allowed, except
payments of tax made by or on behalf of the taxpa200666, s. 24A.2(c); 200823, s.
30.6(b).)

§ 105123: Repealed by Session Laws 1991, c. 30, s. 1.
§ 105124. Repealed by Session Laws 1959, c. 1259, s. 9.

§ 105125. Exempt corporations.

€) Exemptionsi The following corporations are exempt from the taxes levied by this
Article. Upon request of th&ecretary, an exempt corporation must establish its claim for
exemption in writing:

(1) A charitable, religious, fraternal, benevolent, scientific, or educational
corporation not operated for profit.

(2)  Aninsurance company subject to tax under Articleo8Biis Chapter.

(3) A mutual ditch or irrigation association, a mutual or cooperative telephone
association or company, a mutual canning association, a cooperative
breeding association, or a similar corporation of a purely local character
deriving receips solely from assessments, dues, or fees collected from
members for the sole purpose of meeting expenses.

(4) A cooperative marketing association that operates solely for the purpose of
marketing the products of members or other farmers and returns to the
members and farmers the proceeds of sales, less the association's necessary
operating expenses, including interest and dividends on capital stock, on the
basis of the quantity of product furnished by them. The association's
operations may include actiwas directly related to these marketing
activities.

(5) A production credit association organized under the federal Farm Credit Act
of 1933.

(6) A club organized and operated exclusively for pleasure, recreation, or other
nonprofit purposes, a civic leagoperated exclusively for the promotion of
social welfare, a business league, or a board of trade.

(7) A chamber of commerce or merchants' association not organized for profit,
no part of the net earnings of which inures to the benefit of a private
stockhotler, an individual, or another corporation.

(8) An organization, such as a condominium association, a homeowners'
association, or a cooperative housing corporation not organized for profit,
the membership of which is limited to the owners or occupanessafential
units in the condominium, housing development, or cooperative housing
corporation. To qualify for the exemption, the organization must be operated
exclusively for the management, operation, preservation, maintenance, or
landscaping of the residgal units owned by the organization or its
members or of the common areas and facilities that are contiguous to the
residential units and owned by the organization or by its members. To
qualify for the exemption, no part of the net earnings of the arzghon
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may inure, other than through the performance of related services for the
members of the organization, to the benefit of any person.

(9) Except as otherwise provided by law, an organization exempt from federal
income tax under the Code.

Provided, tlat an entity that qualifies as a real estate mortgage investment conduit, as
defined in section 860D of the Code, is exempt from all of the taxes levied in this Article. Upon
request by the Secretary of Revenue, a real estate mortgage investment cosidegtatlish
in writing its qualification for this exemption.

(b) Certain Investment Companiés.A corporation doing business in North Carolina
that meets one or more of the following conditions may, in determining its capital stock,
surplus, and undivideprofits base for franchise tax, deduct the aggregate market value of its
investments in the stocks, bonds, debentures, or other securities or evidences of debt of other
corporations, partnerships, individuals, municipalities, governmental agenciesganrgents:

(1) A regulated investment compariyA regulated investment company is an
entity that qualifies as a regulated investment company under section 851 of
the Code.

(2) A REIT, unless the REIT is a captive REIT.The terms "REIT" and
"captive REIT have the same meanings as defined in G.S:1B0512.
(1939, c. 158, s. 213; 1951, c. 937, s. 3; 1955, c. 1313, s. 1; 1957, c. 1340, s.
3; 1963, c. 601, s. 3; c. 1169, s. 1; 1967, c. 1110, s. 2; 1971, c. 820, s. 3; c.
833, s. 1; 1973, c. 476, s. 19311653, s. 2; c. 1287, s. 3; 1975, c. 591, s. 1;
1983, c. 28, s. 2; c. 713, s. 67; 1985 (Reg. Sess., 1986), c. 826, s. 4; 1991, c.
30, s. 6; 1993, c. 485, s. 4; €. 494, s. 1; 2008, s. 28.7(c); 201330, s. 8.)

§ 105126. Repealed by Session Laws 19%9,1259, s. 9.

8 105127. When franchise or privilege taxes payable.

@) Every corporation, domestic or foreign, from which a report is required by law to be
made to the Secretary of Revenue, shall, unless otherwise provided, pay to said Secretary
annually the franchise tax as required by G.S- 125

(b) Repealed by Session Laws 1998 s. 78, effective August 14, 1998.

(c) It shall be the duty of the treasurer or other officer having charge of any such
corporation, domestic or foreign, upon whig tax is herein imposed, to transmit the amount of
the tax due to the Secretary of Revenue within the time provided by law for payment of same.

(d), (e) Repealed by Session Laws 202 s. 11, effective August 12, 2002.

0] After the end of the incomeegr in which a domestic corporation is dissolved
pursuant to Part 1 of Article 14 of Chapter 55 of the General Statutes, the corporation is no
longer subject to the tax levied in this Article unless the Secretary of Revenue finds that the
corporation hasrgaged in business activities in this State not appropriate to winding up and
liquidating its business and affair§1939, c. 158, s. 215; 1973, c. 476, s. 193; 1991, c. 30, s. 7;
1993, c. 485, s. 6; 19988, s. 78; 20022, s. 11; 201-B30, s. 9.)

§ 105128. Power of attorney.

The Secretary of Revenue shall have the authority to require a proper power of attorney of
each and every agent for any taxpayer under this Ar{it®@39, c. 158, s. 217; 1973, c. 476, s.
193.)

§ 105129. Extension of time foffiling returns.
A return required by this Article is due on or before the date set in this Article. A taxpayer
may ask the Secretary for an extension of time to file a return under G-26308939, c.
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158, s. 216; 1955, c. 1350, s. 17; 1959, c. 1259, $973, c. 476, s. 193; 1977, c. 1114, s. 6;
1989 (Reg. Sess., 1990), c. 984, s. 7; 13907, s. 2.)

§ 105129.1: Repealed by Session Laws 1989, c. 582, s. 1.

Article 3A.
Tax Incentives For New And Expanding Businesses.

88 105129.2 through 105129.13: Repealed effective for business activities occurring on or
after January 1, 2007.

Article 3B.
Business And Energy Tax Credits.

§ 105129.15. Definitions.
The following definitions apply in this Article:

(1)

(2)

(2)

(3)
(4)

(4a)
(4b)

(5)
(6)

Business property. Tangible personal property thatused by the taxpayer

in connection with a business or for the production of income and is
capitalized by the taxpayer for tax purposes under the Code. The term does
not include, however, a luxury passenger automobile taxable under section
4001 of the Codeor a watercraft used principally for entertainment and
pleasure outings for which no admission is charged.

(Effective for taxable years beginning before January 1, 201@ost.7 In

the case of property owned by the taxpayer, cost is determined puiuant
regulations adopted under section 1012 of the Code, subject to the limitation
on cost provided in section 179 of the Code. In the case of property the
taxpayer leases from another, cost is value as determined pursuant to G.S.
105130.4(j)(2).

(Effective for taxable years beginning on or after January 1, 2010} ost.

T In the case of property owned by the taxpayer, cost is determined pursuant
to regulations adopted under section 1012 of the Code, subject to the
limitation on cost provided in section7Q of the Code. In the case of
property the taxpayer leases from another, cost is value as determined
pursuant to G.S. 10530.4(j)(2), unless the property is renewable energy
property for which the taxpayer claims either a federal energy credit under
secton 48 of the Code or a federal grant in lieu of that credit and makes a
lease pasthrough election under the Code. In this circumstance, the cost of
the leased renewable energy property is the cost determined under the Code.
Recodified as § 10%29.15(5).

Hydroelectric generatorfi A machine that produces electricity by water
power or by the friction of water or steam.

Repealed by Session Laws 2682, s. 3, effective August 22, 2002.

(Effective for taxable years beginning on or after Jauary 1, 2010)
Installation of renewable energy propeityRenewable energy property that,
standing alone or in combination with other machinery, equipment, or real
property, is able to produce usable energy on its own.

Purchasel Defined in sectiorl79 of the Code.

Renewable biomass resourcegrganic matter produced by terrestrial and
aguatic plants and animals, such as standing vegetation, aquatic crops,
forestry and agricultural residues, spent pulping liquor, landfill wastes, and
animal wages.



OCoO~NOOUIE WNPE

(7)

(7)

(Effective for taxable years beginning before January 1, 2010)
Renewable energy property. Any of the following machinery and
equipment or real property:

a.

Biomass equipment that uses renewable biomass resources for
biofuel production of ethanplmethanol, and biodiesel; anaerobic
biogas production of methane utilizing agricultural and animal waste
or garbage; or commercial thermal or electrical generation. The term
also includes related devices for converting, conditioning, and storing
the liqud fuels, gas, and electricity produced with biomass
equipment.

Hydroelectric generators located at existing dams or inflogeng
waterways, and related devices for water supply and control, and
converting, conditioning, and storing the electricitpgeated.

Solar energy equipment that uses solar radiation as a substitute for
traditional energy for water heating, active space heating and
cooling, passive heating, daylighting, generating electricity,
distillation, desalination, detoxification, or eh production of
industrial or commercial process heat. The term also includes related
devices necessary for collecting, storing, exchanging, conditioning,
or converting solar energy to other useful forms of energy.

Wind equipment required to capture aomhvert wind energy into
electricity or mechanical power, and related devices for converting,
conditioning, and storing the electricity produced.

Geothermal heat pumps that use the ground or groundwater as a
thermal energy source to heat a structurasoa thermal energy sink

to cool a structure.

Geothermal equipment that uses the internal heat of the earth as a
substitute for traditional energy for water heating or active space
heating and cooling.

(Effective for taxable years beginning on or #er January 1, 2010)
Renewable energy property. Any of the following machinery and
equipment or real property:

a.

Biomass equipment that uses renewable biomass resources for
biofuel production of ethanol, methanol, and biodiesel; anaerobic
biogas produton of methane utilizing agricultural and animal waste
or garbage; or commercial thermal or electrical generation. The term
also includes related devices for converting, conditioning, and storing
the liquid fuels, gas, and electricity produced with bicnas
equipment.

Combined heat and power system propértipefined in section 48

of the Code.

Geothermal equipment that meets either of the following

descriptions:

1. It is a heat pump that uses the ground or groundwater as a
thermal energy source to dtea structure or as a thermal
energy sink to cool a structure.

2. It uses the internal heat of the earth as a substitute for
traditional energy for water heating or active space heating or
cooling.
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d. Hydroelectric generators located at existing dams draeflowing
waterways, and related devices for water supply and control, and
converting, conditioning, and storing the electricity generated.

e. Solar energy equipment that uses solar radiation as a substitute for
traditional energy for water heatingctawe space heating and
cooling, passive heating, daylighting, generating electricity,
distillation, desalination, detoxification, or the production of
industrial or commercial process heat. The term also includes related
devices necessary for collectingtpring, exchanging, conditioning,
or converting solar energy to other useful forms of energy.

f. Wind equipment required to capture and convert wind energy into
electricity or mechanical power, and related devices for converting,
conditioning, and storinghe electricity produced or relaying the
electricity by cable from the turbine motor to the power grid.

(8) Renewable fuel. Either of the following:

a. Biodiesel, as defined in G.S. 1449.60.

b. Ethanol either unmixed or in mixtures with gasoline &t seventy
percent (70%) or more ethanol by volum@.996, 2nd Ex. Sess., c.
13, s.3.12; 199277, s. 3; 19985, s. 2; 199842, s. 2; 199360, s.

1; 2000173, s. 1(a); 200431, s. 1; 20087, s. 3; 2004153, s. 1;
2005413, s. 4; 200462, s. 23; 209548, s. 1; 2014167, s. 2(a).)

88 105129.15A, 105129.16: Repealed by Session Laws 20083, ss. 6 and 7, effective
September 20, 2005.

8§ 105129.16A. (Effective for taxable years beginning before January 1, 2010) Credit for
investing in renewableenergy property.

@) Credit.7 If a taxpayer that has constructed, purchased, or leased renewable energy
property places it in service in this State during the taxable year, the taxpayer is allowed a
credit equal to thirtyfive percent (35%) of the cost tfe property. In the case of renewable
energy property that serves a sinfgenily dwelling, the credit must be taken for the taxable
year in which the property is placed in service. For all other renewable energy property, the
entire credit may not bekan for the taxable year in which the property is placed in service but
must be taken in five equal installments beginning with the taxable year in which the property
is placed in service. No credit is allowed under this section to the extent the cbst of t
renewable energy property was provided by public funds. For the purposes of this section,
"public funds" does not include grants made under section 1603 of the American Recovery and
Reinvestment Tax Act of 2009.

(b) Expiration.1 If, in one of the years which the installment of a credit accrues, the
renewable energy property with respect to which the credit was claimed is disposed of, taken
out of service, or moved out of State, the credit expires and the taxpayer may not take any
remaining installmen of the credit. The taxpayer may, however, take the portion of an
installment that accrued in a previous year and was carried forward to the extent permitted
under G.S. 10829.17.

(c) Ceilings.T The credit allowed by this section may not exceed thacgighe ceilings
provided in this subsection.

(2) Nonresidential Propertyi. A ceiling of two million five hundred thousand
dollars ($2,500,000) per installation applies to renewable energy property
placed in service for any purpose other than residential.

(2) Residential Propertyi. The following ceilings apply to renewable energy
property placed in service for residential purposes:
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a. One thousand four hundred dollars ($1,400) per dwelling unit for
solar energy equipment for domestic water heating, inotugool
heating.

b. Three thousand five hundred dollars ($3,500) per dwelling unit for
solar energy equipment for active space heating, combined active
space and domestic hot water systems, and passive space heating.

C. Ten thousand five hundred dollg&10,500) per installation for any
other renewable energy property for residential purposes.

d. Eight thousand four hundred dollars ($8,400) per installation for a
geothermal heat pump or geothermal equipment.

(d) No Double Crediti A taxpayer that claimsany other credit allowed under this
Chapter with respect to renewable energy property may not take the credit allowed in this
section with respect to the same property. A taxpayer may not take the credit allowed in this
section for renewable energy propyethe taxpayer leases from another unless the taxpayer
obtains the lessor's written certification that the lessor will not claim a credit under this Chapter
with respect to the property.

(e)  Sunseti This section is repealed effective for renewable en@rgperty placed
into service on or after January 1, 20161999342, s. 2; 200813, s. 5; 200%48, s. 2;
20104, s. 1.)

8 105129.16A. (Effective for taxable years beginning on or after January 1, 2010, and
repealed effective for renewable energy mperty placed into service on or after

January 1, 2016) Credit for investing in renewable energy property.

@) Credit.7 If a taxpayer that has constructed, purchased, or leased renewable energy
property places it in service in this State during the taxgbhr, the taxpayer is allowed a
credit equal to thirtyfive percent (35%) of the cost of the property. In the case of renewable
energy property that serves a nonbusiness purpose, the credit must be taken for the taxable year
in which the property is plad in service. For all other renewable energy property, the entire
credit may not be taken for the taxable year in which the property is placed in service but must
be taken in five equal installments beginning with the taxable year in which the property is
placed in service. Upon request of a taxpayer that leases renewable energy property, the lessor
of the property must give the taxpayer a statement that describes the renewable energy property
and states the cost of the property. No credit is allowed uh@esection to the extent the cost
of the renewable energy property was provided by public funds. For the purposes of this
section, "public funds" does not include grants made under section 1603 of the American
Recovery and Reinvestment Tax Act of 2009.

(b) Expiration.1 If, in one of the years in which the installment of a credit accrues, the
renewable energy property with respect to which the credit was claimed is disposed of, taken
out of service, or moved out of State, the credit expires and they@axpay not take any
remaining installment of the credit. The taxpayer may, however, take the portion of an
installment that accrued in a previous year and was carried forward to the extent permitted
under G.S. 10829.17.

(c) Ceilings.T The credit allowd by this section may not exceed the applicable ceilings
provided in this subsection.

(2) Business.i7 A ceiling of two million five hundred thousand dollars
($2,500,000) applies to each installation of renewable energy property
placed in service for a bumss purpose. Renewable energy property is
placed in service for a business purpose if the useful energy generated by the
property is offered for sale or is used-site for a purpose other than
providing energy to a residence.
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(2) Nonbusinessi The following ceilings apply to renewable energy property
placed in service for a nonbusiness purpose:

a. One thousand four hundred dollars ($1,400) per dwelling unit for
solar energy equipment for domestic water heating, including pool
heating.

b. Three thousandivie hundred dollars ($3,500) per dwelling unit for
solar energy equipment for active space heating, combined active
space and domestic hot water systems, and passive space heating.

C. Eight thousand four hundred dollars ($8,400) for each installation of
geothermal equipment.
d. Ten thousand five hundred dollars ($10,500) for each installation of

any other renewable energy property.
(3) (Effective for taxable years beginning on or after January 1, 2011)
EcoIndustrial Parki A ceiling of five million dollas ($5,000,000) applies
to each installation of renewable energy property placed in service at an
EcolIndustrial Park certified under G.S. 143B7.08 for a business purpose
described in subdivision (1) of this subsection.

(d) No Double Crediti A taxpayerthat claims any other credit allowed under this
Chapter with respect to renewable energy property may not take the credit allowed in this
section with respect to the same property. A taxpayer may not take the credit allowed in this
section for renewablenergy property the taxpayer leases from another unless the taxpayer
obtains the lessor's written certification that the lessor will not claim a credit under this Chapter
with respect to the property.

(e) Sunset.i This section is repealed effective for e@rable energy property placed
into service on or after January 1, 200899342, s. 2; 2008113, s. 5; 200%48, s. 2; 201&,

s. 1; 2010147, s. 5.4; 202067, s. 2(b).)

§ 105129.16B:Recodified as G.S. 16529.41 by Session Laws 208Z, s. 2, as anmeled by
Session Laws 200316, s. 1, effective August 22, 2002, and applicable to credits
for buildings for which a federal tax credit is first claimed for a taxable year
beginning on or after January 1, 2002.

8§105129.16C: Repealed effective for taxabyears beginning on or after January 1, 2006.

8 105129.16D. (Repealed effective for facilities placed in service on or after January 1,
2013) Credit for constructing renewable fuel facilities.

€)) Dispensing Credifi A taxpayer that constructs antstalls and places in service in
this State a qualified commercial facility for dispensing renewable fuel is allowed a credit equal
to fifteen percent (15%) of the cost to the taxpayer of constructing and installing the part of the
dispensing facility, inluding pumps, storage tanks, and related equipment, that is directly and
exclusively used for dispensing or storing renewable fuel. A facility is qualified if the
equipment used to store or dispense renewable fuel is labeled for this purpose and clearly
identified as associated with renewable fuel.

The entire credit may not be taken for the taxable year in which the facility is placed in
service but must be taken in three equal annual installments beginning with the taxable year in
which the facility is phced in service. If, in one of the years in which the installment of a credit
accrues, the portion of the facility directly and exclusively used for dispensing or storing
renewable fuel is disposed of or taken out of service, the credit expires andpiéngetamay
not take any remaining installment of the credit. The taxpayer may, however, take the portion
of an installment that accrued in a previous year and was carried forward to the extent
permitted under G.S. 16829.17.
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(b) Production Crediti A taxpayer that constructs and places in service in this State a
commercial facility for processing renewable fuel is allowed a credit equal to tiveamty
percent (25%) of the cost to the taxpayer of constructing and equipping the facility. The entire
credit mgy not be taken for the taxable year in which the facility is placed in service but must
be taken in seven equal annual installments beginning with the taxable year in which the
facility is placed in service. If, in one of the years in which the installmeatcredit accrues,
the facility with respect to which the credit was claimed is disposed of or taken out of service,
the credit expires and the taxpayer may not take any remaining installment of the credit. The
taxpayer may, however, take the portioraafinstallment that accrued in a previous year and
was carried forward to the extent permitted under G.S1P@517.

(b1) Alternative Production Credit. In lieu of the credit allowed under subsection (b) of
this section, a taxpayer that constructs gaces in service in this State three or more
commercial facilities for processing renewable fuel and that invests a total amount of at least
four hundred million dollars ($400,000,000) in the facilities is allowed a credit equal to
thirty-five percent (3%) of the cost to the taxpayer of constructing and equipping the facilities.

In order to claim the credit, the taxpayer must obtain a written determination from the Secretary
of Commerce that the taxpayer is expected to invest within g/&ae period adtal amount of

at least four hundred million dollars ($400,000,000) in three or more facilities. The credit must
be taken in seven equal annual installments beginning with the taxable year in which the first
facility is placed in service. If, in one of tlyears in which the installment of credit accrues, a
facility with respect to which the credit was claimed is disposed of or taken out of service and
the investment requirements of this subsection are no longer satisfied, the credit expires and the
taxpaye may take any remaining installment of the credit only to the extent allowed under
subsection (b) of this section. The taxpayer may, however, take the portion of an installment
under this subsection that accrued in a previous year and was carried ftovaedextent
permitted under G.S. 10B29.17. Notwithstanding the provisions of G.S. 1@9.17, a
taxpayer may carry forward unused portions of the credit allowed under this subsection for the
succeeding 10 years.

If a taxpayer that claimed a credit undkis subsection fails to meet the requirements of
this subsection but meets the requirements of subsection (b) of this section, the taxpayer forfeits
the difference between the alternative credit claimed under this subsection and the credit
allowed undersubsection (b) of this section. A taxpayer that forfeits part of the alternative
credit under this subsection is liable for the additional taxes avoided plus interest at the rate
established under G.S. 1281.21, computed from the date the additionaésawould have
been due if the credit had not been allowed. The additional taxes and interest are due 30 days
after the date the credit is forfeited. A taxpayer that fails to pay the additional taxes and interest
by the due date is subject to penalties es in G.S. 102236.

(© No Double Credit.i A taxpayer may not claim the credits allowed under
subsections (b) and (b1) of this section with respect to the same facility. A taxpayer that claims
any other credit allowed under this Chapter with respedhéocosts of constructing and
installing a facility may not take the credit allowed in this section with respect to the same
costs.

(d)  Sunseti This section is repealed effective for facilities placed in service on or after
January 1, 2013.(2004153, s 2; 200666, s. 24.7(a); 200859, s. 19.5(a); 200323, s.
31.9(a); 20105, s. 2; 201467, s. 1(a).)

§ 105129.16E. (Effective for taxable years beginning on or after January 1, 2007, and
expires for taxable years beginning on or after January 1, 2@ Credit for
small business employee health benefits.
€)) Credit. T A small business that provides health benefits for all of its eligible
employees during the taxable year is allowed a credit to offset its costs in providing health
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benefits for its eligrle employees. For the purposes of this subsection, a taxpayer provides
health benefits if it pays at least fifty percent (50%) of the premiums for health care coverage
that equals or exceeds the minimum provisions of the basic health care plan of coverage
recommended by the Small Employer Carrier Committee pursuant to G58-1%5 or if its
employees have qualifying existing coverage.

The credit is equal to a dollar amount per eligible employee whose total wages or salary
received from the business doex exceed forty thousand dollars ($40,000) on an annual basis.
The dollar amount is two hundred fifty dollars ($250.00), not to exceed the taxpayer's costs of
providing health benefits for the employee during the taxable year.

(b)  Allocation. 1 If the taxpayer is an individual who is a nonresident or a-pesr
resident, the taxpayer must reduce the amount of the credit by multiplying it by the fraction
calculated under G.S. 1d34.5(b) or (c), as appropriate. If the taxpayer is not an individual
and isrequired to apportion its multistate business income to this State, the taxpayer must
reduce the amount of the credit by multiplying it by the apportionment fraction used to
apportion its apportionable income to this State.

(c) Definitions.i The followingdefinitions apply in this section:

(2) Eligible employeei Defined in G.S. 5&0-110.

(2)  Qualifying existing coveragé.Defined in G.S. 5&0-130(a)(4a).

(3) Small businessi A taxpayer that employs no more than 25 eligible
employees throughout thextble year.

(d)  Sunset.i This section expires for taxable years beginning on or after January 1,
2010. (200666, s. 24.4(a); 200827, s. 5; 200807, s. 28.9A(a).)

§ 105129.16F. (Repealed for taxable years beginning on or after January 1, 203edit
for biodiesel producers.

@) Credit.7 A biodiesel provider that produces at least 100,000 gallons of biodiesel
during the taxable year is allowed a credit equal to the per gallon excise tax the producer paid
under Article 36C of this Chapter on thimdiesel. For the purposes of this section, "biodiesel"
is liquid fuel derived in whole from agricultural products, animal fats, or wastes from
agricultural products or animal fats. The credit does not apply to tax paid on diesel fuel
included in a biodisel blend. The credit may not exceed five hundred thousand dollars
($500,000) and is subject to the limitations of G.S-199.17.

(b)  Sunseti This section is repealed for taxable years beginning on or after January 1,
2013. (200666, s. 24.8(a); 202067, s. 1(b).)

§ 105129.16G. (Expiring for taxable years beginning on or after January 1, 2012) Work
Opportunity Tax Credit.

(@) Credit.T A taxpayer who is allowed a federal tax credit under Part IV, Subpart F of
the Code for the taxable yearakowed a credit against the tax imposed by this Part. The credit
is equal to six percent (6%) of the amount of credit allowed under the Code for wages paid
during the taxable year for positions located in this State. A position is located in this State if
more than fifty percent (50%) of the employee's duties are performed in the State.

(b)  Sunset.i This section expires for taxable years beginning on or after January 1,
2012. (2007323, s. 31.21(a); 200834, s. 2(a).)

8§ 105129.16H. Credit for donating funds to a nonprofit organization or unit of State or
local government to enable the nonprofit or government unit to acquire
renewable energy property.
€)) Credit.T A taxpayer who donates money to a-tsempt nonprofit organization or a
unit of State o local government for the purpose of providing funds for the organization or
government unit to construct, purchase, or lease renewable energy property is allowed a credit
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under this section if the donation is used for its intended purpose.-éx¢mpt nprofit
organization is an organization that is exempt from tax under section 501(c)(3) of the Code.

The amount of the credit allowed in this section is the taxpayer's share of the credit the
nonprofit organization or the unit of State or local governmmmild claim under G.S.
105129.16A if the nonprofit organization or government unit were subject to tax. The
taxpayer's share of the credit is calculated by dividing the taxpayer's donation by the cost of the
renewable energy property constructed, puretiasr leased by the nonprofit organization or
government unit and placed in service during the taxable year and then multiplying this
percentage by the amount of the credit the nonprofit organization or government unit could
claim if it were subject to @ A taxpayer must take the credit allowed by this section for the
taxable year in which the property is placed in service. The installment requirements in G.S.
105-129.16A for nonresidential property do not apply to the credit allowed in this section.

(b) Records.i A nonprofit organization or a unit of State or local government must
keep a record of all donations it receives for the purpose of providing funds for the organization
to construct, purchase, or lease renewable energy property and of the afrtbentonations
used for this purpose. If a nonprofit organization or government unit places renewable energy
property in service that is purchased in whole or in part from donations made for this purpose,
the nonprofit organization or government unitshgive each taxpayer who made a donation a
statement setting out the amount of the credit for which the taxpayer qualifies under this
section. The statement must describe the renewable energy property placed in service and state
the cost of the propertyhe amount of the credit the nonprofit organization or government unit
could claim under G.S. 10B29.16A if it were subject to tax, and the taxpayer's share of the
credit allowed in this section. If the donations made for the renewable energy propedsg exc
the cost of the property, the nonprofit organization or government unit must prorate each
taxpayer's share of the credit. The sum of the credits allowed under this section to taxpayers
who make donations to a nonprofit organization or a governmentmayt not exceed the
amount of the credit the nonprofit organization or government unit could claim under G.S.
105-129.16A if it were subject to tax.

(c) No Double Benefitl A taxpayer who claims a credit under this section based on a
donation to a nonpriforganization or a unit of State or local government is not allowed to
deduct this donation as a charitable contributi¢2007397, s. 13(a); 200807, s. 28.25(a);
2008134, s. 70.)

§ 105129.161. (Effective for taxable years beginning on or afterahuary 1, 2011, and
repealed effective for a renewable energy property facility placed in service on
or after January 1, 2014) Credit for a renewable energy property facility.

€)) Credit.7 A taxpayer that places in service in this State a commercialydoit the
manufacture of renewable energy property or a major component subassembly for a solar array
or a wind turbine is allowed a credit. A taxpayer places a facility in service if it constructs the
facility or converts its existing manufacturing fi#tgi to change the product it manufactures.

For a taxpayer that constructs a facility, the credit is twéwgypercent (25%) of the taxpayer's

cost to construct and equip the facility. For a taxpayer that converts a facility, the credit is
twenty-five percent (25%) of the taxpayer's cost to convert and equip the existing facility. A
taxpayer that claims any other credit allowed under this Chapter with respect to the facility may
not take the credit allowed in this section with respect to that facility.

(b) Installmentsi The entire credit may not be taken for the taxable year in which the
facility is placed in service but must be taken in five equal annual installments beginning with
the taxable year in which the facility is placed in service. If, in @nihe years in which the
installment of a credit accrues, the facility with respect to which the credit was claimed is
disposed of or taken out of service, the credit expires and the taxpayer may not take any
remaining installment of the credit. The taypa may, however, take the portion of an
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installment that accrued in a previous year and was carried forward to the extent permitted
under G.S. 108.29.17.

(c) Sunseti This section is repealed effective for a renewable energy property facility
placed inservice on or after January 1, 202010167, s. 3(a).)

§ 105129.16J. Temporary unemployment insurance refundable tax credit.

(@) Credit.T A small business that makes contributions during the taxable year to the
State Unemployment Insurance Fundhwigspect to wages paid for employment in this State is
allowed a credit equal to twenfie percent (25%) of the contributions. A small business is a
business whose cumulative gross receipts from business activity for the taxable year do not
exceed one ition dollars ($1,000,000).

(b) Refundablei Notwithstanding G.S. 10%29.17, the credit allowed by this section
is subject to the following:

(1) The credit may only be claimed against the income taxes imposed by Article
4 of this Chapter.

(2) If the cradit exceeds the amount of tax imposed by Article 4 of this Chapter
for the taxable year reduced by the sum of all credits allowable, the excess is
refundable. The refundable excess is governed by the provisions governing a
refund of an overpayment by thexpayer of the tax imposed in that Article.

In computing the amount of tax against which multiple credits are allowed,
nonrefundable credits are subtracted before refundable credits.

(c) Applicability. T This section applies only to taxable years 2010201id.. (201031,

s. 31.1A(a).)

§ 105129.17. Tax election; cap.

(@) Tax Election.i The credit allowed in G.S. 10829.16A is allowed against the
franchise tax levied in Article 3 of this Chapter, the income taxes levied in Article 4 of this
Chapter, orthe gross premiums tax levied in Article 8B of this Chapter. All other credits
allowed in this Article are allowed against the franchise tax levied in Article 3 of this Chapter
or the income taxes levied in Article 4 of this Chapter. The taxpayer mustheetax against
which a credit will be claimed when filing the return on which the first installment of the credit
is claimed. This election is binding. Any carryforwards of a credit must be claimed against the
same tax.

(b) Cap.i The credits allowed in this Article may not exceed fifty percent (50%) of the
tax against which they are claimed for the taxable year, reduced by the sum of all other credits
allowed against that tax, except tax payments made by or on behalf t#xfFayer. This
limitation applies to the cumulative amount of credit, including carryforwards, claimed by the
taxpayer under this Article against each tax for the taxable year. Any unused portion of the
credits may be carried forward for the succeeding frears. (1996, 2nd Ex. Sess., c. 13, s.
3.12; 1997277, s. 3; 199842, s. 2; 199860, ss. 1, 13; 200040, ss. 63(a), 88; 200131, s.

3; 200287, s. 5; 200548, s. 3.)

8§ 105129.18. (See Editor's note for repeal) Substantiation.

To claim a credit &wed by this Article, the taxpayer must provide any information
required by the Secretary of Revenue. Every taxpayer claiming a credit under this Article must
maintain and make available for inspection by the Secretary of Revenue any records the
Secretaryconsiders necessary to determine and verify the amount of the credit to which the
taxpayer is entitled. The burden of proving eligibility for a credit and the amount of the credit
rests upon the taxpayer, and no credit may be allowed to a taxpayerilghad fianaintain
adequate records or to make them available for inspe¢ti®86, 2nd Ex. Sess., c. 13, s. 3.12;
1997277, s. 3; 199842, s. 2; 199860, ss. 1, 14; 200040, ss. 63(b), 88.)
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§ 105129.19. Report.
The Department must include in the ecomo incentives report required by G.S. 1266
the following information itemized by credit and by taxpayer:

(1)
(2)

(2a)
3)

The number of taxpayers that took the credits allowed in this Article.
The cost of renewable energy property with respect to which cnedrs
taken.

Repealed by Session Laws 2682, s. 6, effective August 22, 2002.

The total cost to the General Fund of the credits tak&®96, 2nd Ex. Sess.,
c. 13, s. 3.12; 199277, s. 3; 199842, s. 2; 1991860, ss. 1, 15; 200040,
ss. 63(c) 88; 2001414, s. 10; 20087, s. 6; 200129, s. 2.3; 201066, s.
1.2))

88 105129.20 through 105129.24. Reserved for future codification purposes.

Article 3C.
Tax Incentives For Recycling Facilities.

§ 105129.25. Definitions.
The following definitions apply in this Article:

(1)
(2)
3)
(4)

(5)

(6)
(7)

(8)
(9)

Reserved.

Reserved.

Repealed by Sessidrmaws 2016166, s. 2.1, effective July 1, 2010.

Machinery and equipmenti. Engines, machinery, tools, and implements
used or designed to be used in the business for which the credit is claimed.
The term does not include real property as defined in 185273 or rolling

stock as defined in G.S. 1{333.

Major recycling facility.7 A recycling facility that qualifies under G.S.
105129.26(a).

Owner.i A person who owns or leases a recycling facility.

Postconsumer waste material. Any produd that was generated by a
business or consumer, has served its intended end use, and has been
separated from the solid waste stream for the purpose of recycling. The term
includes material acquired by a recycling facility either directly or indirectly,
sud as through a broker or an agent.

Purchasel Defined in section 179 of the Code.

Recycling facility.i A manufacturing plant at least thrémirths of whose
products are made of at least fifty percent (50%) -possumer waste
material measuredybwveight or volume. The term includes real and personal
property located at or on land in the same county and reasonably near the
plant site and used to perform business functions related to the plant or to
transport materials and products to or from tlaafp The term also includes
utility infrastructure and transportation infrastructure to and from the plant.
(199855, s. 12; 201466, s. 2.1.)

8§ 105129.26. Qualification; forfeiture.

(@) Major Recycling Facility.i A recycling facility qualifies forthe tax benefits
provided in this Article and in Article 5 of this Chapter for major recycling facilities if it meets
all of the following conditions:

(1)

The facility is located in an area that, at the time the owner began
construction of the facilityyvas an enterprise tier one area pursuant to G.S.
105129.3.
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(2)  The Secretary of Commerce has certified that the owner will, by the end of
the fourth year after the year the owner begins construction of the recycling
facility, invest at least three hundredillion dollars ($300,000,000) in the
facility and create at least 250 new, ftithe jobs at the facility.

(3) The jobs at the recycling facility meet the wage standard in effect pursuant
to G.S. 105129.4(b) as of the date the owner begins construaifotine
facility.

(b) Repealed by Session Laws 20166, s. 2.1, effective July 1, 2010.

(c) Forfeiture.i If the owner of a large or major recycling facility fails to make the
required minimum investment or create the required number of new jobs withpetiogl
certified by the Secretary of Commerce under this section, the recycling facility no longer
gualifies for the applicable recycling facility tax benefits provided in this Article and in Article
5 of this Chapter and forfeits all tax benefits presigureceived under those Articles.
Forfeiture does not occur, however, if the failure was due to events beyond the owner's control.
Upon forfeiture of tax benefits previously received, the owner is liable under Part 1 of Article 4
of this Chapter for a taequal to the amount of all past taxes under Articles 3, 4, and 5
previously avoided as a result of the tax benefits received plus interest at the rate established in
G.S. 105241.21, computed from the date the taxes would have been due if the tax Ibaadkfits
not been received. The tax and interest are due 30 days after the date of the forfeiture. An
owner that fails to pay the tax and interest is subject to the penalties provided in G236105

(d)  Substantiationi To claim a credit allowed by this Acte, the owner must provide
any information required by the Secretary of Revenue. Every owner claiming a credit under
this Article shall maintain and make available for inspection by the Secretary of Revenue any
records the Secretary considers necessadetermine and verify the amount of the credit to
which the owner is entitled. The burden of proving eligibility for the credit and the amount of
the credit shall rest upon the owner, and no credit shall be allowed to an owner that fails to
maintain adecate records or to make them available for inspection.

(e) Report.1 The Department must include in the economic incentives report required
by G.S. 108256 the following information itemized by taxpayer:

(1) The number and location of major recycling fawk qualified under this
Article.

(2)  The number of new jobs created by each recycling facility.

(3) The amount of investment in each recycling facility.

(4) The amount of credits taken under this Artic(#99855, s. 12; 2008129, s.

2.4; 2007491, s44(1)a; 2016166, ss. 1.3, 2.1.)

§ 105129.27. Credit for investing in major recycling facility.

(@) Credit.i An owner that purchases or leases machinery and equipment for a major
recycling facility in this State during the taxable year is allowed ditcegual to fifty percent
(50%) of the amount payable by the owner during the taxable year to purchase or lease the
machinery and equipment.

(b) Taxes Credited. The credit provided in this section is allowed against the franchise
tax levied in Article 3of this Chapter and the income tax levied in Part 1 of Article 4 of this
Chapter. Any other nonrefundable credits allowed the owner are subtracted before the credit
allowed by this section.

(© Carryforwardsi The credit provided in this section may mxtceed the amount of
tax against which it is claimed for the taxable year, reduced by the sum of all other credits
allowed against that tax, except tax payments made by or on behalf of the owner. Any unused
portion of the credit may be carried forward floe succeeding 25 years.

(d) Change in Ownership of Facility. The sale, merger, consolidation, conversion,
acquisition, or bankruptcy of a recycling facility, or any transaction by which the facility is
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reformulated as another business, does not createehgibility in a succeeding owner with
respect to a credit for which the predecessor was not eligible under this section. A successor
business may, however, take any carogdr portion of a credit that its predecessor could have
taken if it had a takability.

(e) Forfeiture.i If any machinery or equipment for which a credit was allowed under
this section is not placed in service within 30 months after the credit was allowed, the credit is
forfeited. A taxpayer that forfeits a credit under this sects liable for all past taxes avoided
as a result of the credit plus interest at the rate established under GZL1125, computed
from the date the taxes would have been due if the credit had not been allowed. The past taxes
and interest are due 3@y after the date the credit is forfeited; a taxpayer that fails to pay the
past taxes and interest by the due date is subject to the penalties provided in @36. 105

() No Double Crediti A recycling facility that is eligible for the credit allowéd this
section is not allowed the credit for investing in machinery and equipment provided in G.S.
105129.9 or G.S. 10829.88. (199855, s. 12; 199869, s. 5.3; 200491, s. 44(1)a;
2009445, s. 3(a); 201266, s. 2.1.)

§ 105129.28: Repealed by Semn Laws 1998%5, s, 19, effective for taxable years beginning
on or after January 1, 2008.

88 105129.29 through 105129.34. Reserved for future codification purposes.

Article 3D.
Historic Rehabilitation Tax Credits.
§ 105129.35. Credit for rehabilitating incomeproducing historic structure.

€) Credit.i A taxpayer who is allowed a federal incota& credit under section 47 of
the Code for making qualified rehabilitation expenditures for a certified historic structure
located in this State is allowed a credit equal to twenty percent (20%) of the expenditures that
qgualify for the federal credit. Ithe certified historic structure is a facility that at one time
served as a State training school for juvenile offenders, the amount of the credit is equal to forty
percent (40%) of the expenditures that qualify for the federal credit. To claim theatiemaléd
by this subsection, the taxpayer must provide a copy of the certification obtained from the State
Historic Preservation Officer verifying that the historic structure has been rehabilitated in
accordance with this subsection.

(b) Notwithstanding theprovisions of G.S. 10831.8 and G.S. 10869.15, a
passthrough entity that qualifies for the credit provided in this section may allocate the credit
among any of its owners in its discretion as long as an owner's adjusted basis in the
passthrough enty, as determined under the Code, at the end of the taxable year in which the
certified historic structure is placed in service, is at least forty percent (40%) of the amount of
credit allocated to that owner. Owners to whom a credit is allocated are cllogveredit as if
they had qualified for the credit directly. A pabsough entity and its owners must include
with their tax returns for every taxable year in which an allocated credit is claimed a statement
of the allocation made by the pabsough efity and the allocation that would have been
required under G.S. 10B631.8 or G.S. 10269.15.

(© Definitions.T The following definitions apply in this section:

(2) Certified historic structurd. Defined in section 47 of the Code.

(2) Passthrough enty. i Defined in G.S. 10228.90.

(3)  Qualified rehabilitation expendituresDefined in section 47 of the Code.

4) State Historic Preservation Officér.Defined in G.S. 10829.36.(1993, c.
527, ss. 1, 2; 199739, ss. 1, 2; 19988, ss. 36, 69; 199889, ss. 2, 5, 6;
2001476, s. 19(a); 200284, s. 35A.1; 200315, ss. 1, 2; 200316, s. 4(c);
2004170, s. 14; 20040, s. 2; 200461, s. 1.)
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§ 105129.36. Credit for rehabilitating nonincomeproducing historic structure.
€)) Credit.T A taxpayer whas not allowed a federal income tax credit under section 47
of the Code and who makes rehabilitation expenses for a-cdifeed historic structure
located in this State is allowed a credit equal to thirty percent (30%) of the rehabilitation
expensesflithe certified historic structure is a facility that at one time served as a State training
school for juvenile offenders, the amount of the credit is equal to forty percent (40%) of the
expenditures that qualify for the federal credit. To qualify for thedit, the taxpayer's
rehabilitation expenses must exceed twdivy thousand dollars ($25,000) within a-8bnth
period. To claim the credit allowed by this subsection, the taxpayer must provide a copy of the
certification obtained from the State HigtoPreservation Officer verifying that the historic
structure has been rehabilitated in accordance with this subsection.
(b) Definitions.i The following definitions apply in this section:
(1) Certified rehabilitationi Repairs or alterations consistavith the Secretary
of the Interior's Standards for Rehabilitation and certified as such by the
State Historic Preservation Officer.
(2) Rehabilitation expenset Expenses incurred in the certified rehabilitation of
a certified historic structure and addedhe property's basis. The term does
not include the cost of acquiring the property, the cost attributable to the
enlargement of an existing building, the cost of sitework expenditures, or the
cost of personal property.
3) Statecertified historicstructure.i A structure that is individually listed in
the National Register of Historic Places or is certified by the State Historic
Preservation Officer as contributing to the historic significance of a National
Register Historic District or a locallyedignated historic district certified by
the United States Department of the Interior.
(4)  State Historic Preservation Officér.The Deputy Secretary of Archives and
History or the Deputy Secretary's designee who acts to administer the
historic preservatin programs within the State.
(c) Recodified as G.S. 10529.36A by Session Laws 20@84, s. 35A.2, effective July
15, 20031993, c. 527, ss. 1, 2; 19989, ss. 1, 2; 19988, ss. 36, 69; 199989, ss. 3, 5, 6;
2002159, s. 35(e); 200384, ss. 35A.235A.3; 200640, ss. 3, 4.)

§ 105129.36A. Rules; fees.

€)) Rules.i The North Carolina Historical Commission, in consultation with the State
Historic Preservation Officer, may adopt rules needed to administer the certification process
required by this swion.

(b) Fees.I The North Carolina Historical Commission, in consultation with the State
Historic Preservation Officer, may adopt a schedule of fees for providing certifications required
by this Article. In establishing the fee schedule, the Commissioall consider the
administrative and personnel costs incurred by the Department of Cultural Resources. An
application fee may not exceed one percent (1%) of the completed qualifying rehabilitation
expenditures. The proceeds of the fees are receipts @apartment of Cultural Resources
and must be used for performing its duties under this Arit#93, c. 527, ss. 1, 2; 19939,
ss. 1, 2; 19988, ss. 36, 69; 1993889, ss. 3, 5, 6; 200859, s. 35(e); 200284, s. 35A.2.)

§ 105129.37. Tax creditedgcredit limitations.

(@) Tax Creditedl The credits provided in this Article are allowed against the income
taxes levied in Article 4 of this Chapter.

(b) Credit Limitations.T The entire credit may not be taken for the taxable year in
which the propertys placed in service but must be taken in five equal installments beginning
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with the taxable year in which the property is placed in service. Any unused portion of the
credit may be carried forward for the succeeding five years. A credit allowed undertities

may not exceed the amount of the tax against which it is claimed for the taxable year reduced
by the sum of all credits allowed, except payments of tax made by or on behalf of the taxpayer.

(©) Forfeiture for Dispositioni A taxpayer who is reqred under section 50 of the
Code to recapture all or part of the federal credit for rehabilitating an inposdecing historic
structure located in this State forfeits the corresponding part of the State credit allowed under
G.S. 105129.35 with respecitthat historic structure. If the credit was allocated among the
owners of a pasthrough entity, the forfeiture applies to the owners in the same proportion that
the credit was allocated.

(d) Forfeiture for Change in Ownershiplf an owner of a pasthrough entity that has
qualified for the credit allowed under G.S. 10%9.35 disposes of all or a portion of the
owner's interest in the pafigough entity within five years from the date the rehabilitated
historic structure is placed in service and thenens interest in the pa#isrough entity is
reduced to less than twhirds of the owner's interest in the pdisough entity at the time the
historic structure was placed in service, the owner forfeits a portion of the credit. The amount
forfeited is déermined by multiplying the amount of credit by the percentage reduction in
ownership and then multiplying that product by the forfeiture percentage. The forfeiture
percentage equals the recapture percentage found in the table in section 50(a)(1)(B) of the
Code. The remaining allowable credit is allocated equally among the five years in which the
credit is claimed.

(e) Exceptions to Forfeiturd. Forfeiture as provided in subsection (d) of this section is
not required if the change in ownership is the tesiudny of the following:

(1)  The death of the owner.

(2) A merger, consolidation, or similar transaction requiring approval by the
shareholders, partners, or members of the taxpayer under applicable State
law, to the extent the taxpayer does not receagh or tangible property in
the merger, consolidation, or other similar transaction.

) Liability From Forfeiture.i A taxpayer or an owner of a pagsough entity that
forfeits a credit under this section is liable for all past taxes avoided asteofdbel credit plus
interest at the rate established under G.S-:241521, computed from the date the taxes would
have been due if the credit had not been allowed. The past taxes and interest are due 30 days
after the date the credit is forfeited. A taypr or owner of a pagkrough entity that fails to
pay the taxes and interest by the due date is subject to the penalties provided in @3%. 105
(1993, c. 527, ss. 1, 2; 19989, ss. 1, 2; 19988, ss. 36, 69; 199889, ss. 4, 5, 6; 200491,

s. 44(%a.)

§ 105129.38. (See note for repeal) Report.
The Department must include in the economic incentives report required by G:36.05
the following information itemized by taxpayer:
(1)  The number of taxpayers that took the credits allowed in thislArti
(2) The amount of rehabilitation expenses and qualified rehabilitation
expenditures with respect to which credits were taken.
3) The total cost to the General Fund of the credits taK@005429, s. 2.5;
2010166, s. 1.4.)

§ 105129.39. Sunset.
This Article expires for qualified rehabilitation expenditures and rehabilitation expenses
incurred on or after January 1, 20120106166, s. 1.5.)

Article 3E.
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Low-Income Housing Tax Credits.
(See Editor's note for repeal of this Article.)
§ 105129.40. (See Editor's note for repeal) Scope and definitions.

@) Scope.i G.S. 105129.41 applies to buildings that are awarded a federal credit
allocation before January 1, 2003. G.S. -129.42 applies to buildings that are awarded a
federal credit allocation on or after January 1, 2003.

(b) Definitions. i The definitions in section 42f the Code and the following
definitions apply in this Article:

(2) Housing Finance Agency. The North Carolina Housing Finance Agency
established in G.S. 1224

(2) Passthrough entityi Defined in G.S. 10228.90.(200287, s. 1; 2003116,
s. 3))

§ 105129.41. (See note for repeal) Credit for lovincome housing awarded a federal
credit allocation before January 1, 2003.

€)) Credit.7 A taxpayer that is allowed for the taxable year a federal income tax credit
for low-income housing under section d2the Code with respect to a qualified North Carolina
low-income building, is allowed a credit under this Article equal to a percentage of the total
federal credit allowed with respect to that building. For the purposes of this section, the total
federal credit allowed is the total allowed during the-yiéar federal credit period plus the
disallowed firstyear credit allowed in the 11th year. For the purposes of this section, the total
federal credit is calculated based on qualified basis as of the ¢hd fifst year of the credit
period and is not recalculated to reflect subsequent increases in qualified basis. For buildings
that meet condition (c)(1) or (c)(1a) of this section, the credit percentage is skvemgrcent
(75%). For other buildingshe credit percentage is twerftye percent (25%).

(al) Tax Election.i The credit allowed in this section is allowed against the franchise
tax levied in Article 3 of this Chapter, the income taxes levied in Article 4 of this Chapter, or
the gross premiumtax levied in Article 8B of this Chapter. The taxpayer must elect the tax
against which the credit will be claimed when filing the return on which the first installment of
the credit is claimed. This election is binding. Any carryforwards of the credit bauclaimed
against the same tax.

(@a2) Cap.i The credit allowed in this section may not exceed fifty percent (50%) of the
tax against which it is claimed for the taxable year, reduced by the sum of all other credits
made by or on behalf of the taxpay@&his limitation applies to the cumulative amount of
credit, including carryforwards, claimed by the taxpayer under this section against each tax for
the taxable year. Any unused portion of the credit may be carried forward for the succeeding
five years.

(b) Timing. T The credit must be taken in equal installments over the five years
beginning in the first taxable year in which the federal credit is claimed for that building.
During the first taxable year in which the credit allowed under this section entgken with
respect to a building, the amount of the installment must be multiplied by the applicable
fraction under section 42(f)(2)(A) of the Code. Any reduction in the amount of the first
installment as a result of this multiplication is carried forvand may be taken in the first
taxable year after the fifth installment is allowed under this section.

(b1) Allocation. T Notwithstanding the provisions of G.S. 1081.8 and G.S.
105269.15, a pasthrough entity that qualifies for the credit providedtims section may
allocate the credit among any of its owners in its discretion as long as an owner's adjusted basis
in the pasghrough entity, as determined under the Code at the end of the taxable year in which
the federal credit is first claimed, is East forty percent (40%) of the amount of credit
allocated to that owner. Owners to whom a credit is allocated are allowed the credit as if they
had qualified for the credit directly. A paggough entity and its owners must include with
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their tax retuns for every taxable year in which an allocated credit is claimed a statement of the
allocation made by the pat#wough entity and the allocation that would have been required
under G.S. 10831.8 or G.S. 10269.15.

(c) Quialifying Buildings.i As used inthis section the term "qualified North Carolina
low-income building" means a qualified lemwcome building that was allocated a federal credit
under section 42(h)(1) of the Code, was not allowed a federal credit under section 42(h)(4) of
the Code, and meeany of the following conditions:

(2) It is located in an area that, at the time the federal credit is allocated to the
building, is a tier one or two enterprise area, as defined in G.SL298.

(1a) Expired pursuant to Session Laws 2@H) s. 10(f),effective January 1,
2005.

(2) It is located in an area that, at the time the federal credit is allocated to the
building, is a tier three or four enterprise area, and forty percent (40%) of its
residential units are both rerdgstricted and occupied bydividuals whose
income is fifty percent (50%) or less of area median gross income as defined
in the Code.

3) It is located in an area that, at the time the federal credit is allocated to the
building, is a tier five enterprise area, and forty perce@qy of its
residential units are both rergstricted and occupied by individuals whose
income is thirtyfive percent (35%) or less of area median gross income as
defined in the Code.

(d) Expiration.T If, in one of the five years in which an installmeitloe credit under
this section accrues, the taxpayer is no longer eligible for the corresponding federal credit with
respect to the same qualified North Carolina-loeome building, then the credit under this
section expires and the taxpayer may not takeremaining installment of the credit. If, in one
of the five years in which an installment of the credit under this section accrues, the building no
longer qualifies as a loamcome building under subdivision (2) or (3) of subsection (c) of this
section because less than forty percent (40%) of its residential units are bethsteicted and
occupied by individuals who meet the income requirements, then the credit under this section
expires and the taxpayer may not take any remaining installmertie ofddit. The taxpayer
may, however, take the portion of an installment that accrued in a previous year and was
carried forward to the extent permitted under G.S-12%.17.

(e) Forfeiture for Dispositioni If the taxpayer is required under section %2( the
Code to recapture all or part of a federal credit under that section with respect to a qualified
North Carolina lowincome building, the taxpayer must report the recapture event to the
Secretary and to the Housing Finance Agency. The taxpayeitsottie corresponding part of
the credit allowed under this section with respect to that qualified North Carolinadome
building. If the credit was allocated among the owners of athasagh entity, the forfeiture
applies to the owners in the sapreportion that the credit was allocated. This subsection does
not apply when the recapture of part or all of the federal credit is the result of an event that
occurs after the credit period described in subsection (b) of this section.

)] Forfeiture for ange in Ownership. If an owner of a pasthrough entity that has
gualified for the credit allowed under this section disposes of all or a portion of the owner's
interest in the pashrough entity within five years from the date the federal creditrgd fi
claimed and the owner's interest in the gssugh entity is reduced to less than {ihods of
the owner's interest in the passough entity at the time the federal credit is first claimed, the
owner must report the change to the Secretary atftetblousing Finance Agency. The owner
forfeits a portion of the credit. The amount forfeited is determined by multiplying the amount
of credit by the percentage reduction in ownership and then multiplying that product by the
forfeiture percentage. The feifure percentage equals the recapture percentage found in the
table in section 50(a)(1)(B) of the Code. The remaining allowable credit is allocated equally



OCoO~NOOUIE WNPE

among the five years in which the credit is claimed. Forfeiture as provided in this subsection is
not required if the change in ownership is the result of any of the following:

(2) The death of the owner.

(2) A merger, consolidation, or similar transaction requiring approval by the
shareholders, partners, or members of the taxpayer under applicaele Stat
law, to the extent the taxpayer does not receive cash or tangible property in
the merger, consolidation, or other similar transaction.

(9) Liability From Forfeiture.l A taxpayer or an owner of a pagsough entity that
forfeits a credit under this sémh is liable for all past taxes avoided as a result of the credit plus
interest at the rate established under G.S:241521, computed from the date the taxes would
have been due if the credit had not been allowed. The past taxes and interest ardajise 30
after the date the credit is forfeited. A taxpayer or owner of athassgh entity that fails to
pay the taxes and interest by the due date is subject to the penalties provided in -@3. 105
(1999360, s. 11; 20086, s. 7; 200140, s. 88; 200431, s. 2; 20087, s. 2; 2003116, s. 1;
2007491, s. 44(1)a.)

§ 105129.42. (See note for repeal) Credit for lovncome housing awarded a federal

credit allocation on or after January 1, 2003.

€) Definitions.i The following definitions apply in thisection:

(1) Qualified Allocation Plani The plan governing the allocation of federal
low-income housing tax credits for a particular year, as approved by the
Governor after a public hearing and publication in the North Carolina
Register.

(2)  Qualified North Carolina lowincome housing developmernit.A qualified
low-income project or building that is allocated a federal tax credit under
section 42(h)(1) of the Code and is described in subsection (c) of this
section.

(3)  Qualified residential uniti A housing unit that meets the requirements of
section 42 of the Code.

(b) Credit.T A taxpayer who is allocated a federal kimeome housing tax credit under
section 42 of the Code to construct or substantially rehabilitate a qualified North Carolina
low-income housing development is allowed a credit equal to a percentage of the
development's qualified basis, as determined pursuant to section 42 of the Code. For the
purpose of this section, qualified basis is calculated based on the information contained in the
carryover allocation and is not recalculated to reflect subsequent increases or decreases. No
credit is allowed for a development that useselempt bond financing.

(c) Developments and Amounts. The following table sets out the housing
developments thaare qualified North Carolina loomcome housing developments and are
allowed a credit under this section. The table also sets out the percentage of the development's
qualified basis for which a credit is allowed. The designation of a county or cityvas Lo
Income, Moderate Income, or High Income and determinations of affordability are made by the
Housing Finance Agency in accordance with the Qualified Allocation Plan in effect as of the
time the federal credit is allocated. A change in the income desigrata county or city after
a federal credit is allocated does not affect the percentage of the developer's qualified basis for
which a credit is allowed. The affordability requirements set out in the chart apply for the
duration of the federal tax credibmpliance period. If in any year a taxpayer fails to meet these
affordability requirements, the credit is forfeited under subsection (h) of this section.

Percentage of
Basis for
Type of Development Which Credit
is Allowed
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Forty percent (40%) of thgualified residential units

are affordable to households whose income is fifty Thirty percent
percent (50%) or less of area median income and the (30%)
units are in a Lowincome county or city.

Fifty percent (50%) of the qualified residential units

areaffordable to households whose income is fifty Twenty percent
percent (50%) or less of the area median income and (20%)

the units are in a Moderatecome county or city.

Fifty percent (50%) of the qualified residential units

are affordable to householdéose income is forty Ten percent
percent (40%) or less of the area median income and (10%)
the units are in a Highncome county or city.

Twenty-five percent (25%) of the qualified residential

units are affordable to households whose income is Ten percen
thirty percent (30%) or less of the area median income (10%)
and the units are in a Highcome county or city.

(d) Election.7 When a taxpayer to whom a federal lowome housing credit is
allocated submits to the Housing Finance Agency a requesteo/e a carryover allocation for
that credit, the taxpayer must elect a method for receiving the tax credit allowed by this section.
A taxpayer may elect to receive the credit in the form of either a direct tax refund or a loan
generated by transferrirtge credit to the Housing Finance Agency. Neither a direct tax refund
nor a loan received as the result of the transfer of the credit is considered taxable income under
this Chapter.

Under the direct tax refund method, a taxpayer elects to apply the altedied by this
section to the taxpayer's liability under Article 4 of this Chapter. If the credit allowed by this
section exceeds the amount of tax imposed by Article 4 for the taxable year, reduced by the
sum of all other credits allowable, the Secnetarust refund the excess. In computing the
amount of tax against which multiple credits are allowed, nonrefundable credits are subtracted
before this credit. The provisions that apply to an overpayment of tax apply to the refundable
excess of a credit alleed under this section.

Under the loan method, a taxpayer elects to transfer the credit allowed by this section to the
Housing Finance Agency and receive a loan from that Agency for the amount of the credit. The
terms of the loan are specified by the HagsiFinance Agency in accordance with the
Qualified Allocation Plan.

(e) Exception When No Carryovet. If a taxpayer does not submit to the Housing
Finance Agency a request to receive a carryover allocation, the taxpayer must elect the method
for receivingthe credit allowed by this section when the taxpayer submits to the Agency
federal Form 8609. A taxpayer to whom this subsection applies claims the credit for the taxable
year in which the taxpayer submits federal Form 8609.

)] PassThrough Entity.l Notwithstanding the provisions of G.S. $@31.8 and G.S.
105-269.15, a pastirough entity that qualifies for the credit provided in this Article does not
distribute the credit among any of its owners. The {ilassigh entity is considered the
taxpayer for prposes of claiming the credit allowed by this Article. If a return filed by a
passthrough entity indicates that the entity is paying tax on behalf of the owners of the entity,
the credit allowed under this Article does not affect the entity's payméax oh behalf of its
owners.
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(9) Return and Paymerit.A taxpayer may claim the credit allowed by this section on a
return filed for the taxable year in which the taxpayer receives a carryover allocation of a
federal lowincome housing credit. The returrust state the name and location of the qualified
low-income housing development for which the credit is claimed.

If a taxpayer chooses the loan method for receiving the credit allowed under this section,
the Secretary must transfer to the Housing Finangen8y the amount of credit allowed the
taxpayer. The Agency must loan the taxpayer the amount of the credit on terms consistent with
the Qualified Allocation Plan. The Housing Finance Agency is not required to make a loan to a
gualified North Carolina lowncome housing development until the Secretary transfers the
credit amount to the Agency.

If the taxpayer chooses the direct tax refund method for receiving the credit allowed under
this section, the Secretary must transfer to the Housing Finance Agenafuhdable excess
of the credit allowed the taxpayer. The Agency holds the refund due the taxpayer in escrow,
with no interest accruing to the taxpayer during the escrow period. The Agency must release
the refund to the taxpayer upon the occurrenceeédilier of the following:

(1) The Agency determines that the taxpayer has complied with the Qualified
Allocation Plan and has completed at least fifty percent (50%) of the
activities included in the development's qualified basis.

(2)  Within 30 days aftethe date the development is placed in service.

(h) Forfeiture.i A taxpayer that receives a credit under this section must immediately
report any recapture event under section 42 of the Code to the Housing Finance Agency. If the
taxpayer or any of its ovems are required under section 42(j) of the Code to recapture all or
part of a federal credit with respect to a qualified North Carolinaih@eme development, the
taxpayer forfeits the corresponding part of the credit allowed under this section. This
requirement does not apply in the following circumstances:

(1)  When the recapture of part or all of the federal credit is the result of an event
that occurs in the sixth or a subsequent calendar year after the calendar year
in which the development was awadde federal credit allocation.

(2) The taxpayer elected to transfer the credit allowed by this section to the
Housing Finance Agency.

(1 Liability From Forfeiturel A taxpayer that forfeits all or part of the credit allowed
under this section is liablef all past taxes avoided and any refund claimed as a result of the
credit plus interest at the rate established under G.S24021. The interest is computed from
the date the Secretary transferred the credit amount to the Housing Finance Agenct The pa
taxes, refund, and interest are due 30 days after the date the credit is forfeited. A taxpayer that
fails to pay the taxes, refund, and interest by the due date is subject to the penalties provided in
G.S. 105236.(200287, s. 1; 2003116, ss. 8; 2001-110, s. 4.2; 200491, s. 44(1)a.)

8§ 105129.43. (See Editor's note for repeal) Substantiation.

A taxpayer allowed a credit under this Article must maintain and make available for
inspection any information or records required by the Secretary of Revenue or the Housing
Finance Agency. The burden of proving eligibility for a credit and the amourteofredit
rests upon the taxpay€200287, s. 1.)

§ 105129.44. (See note for repeal) Report.
The Department must include in the economic incentives report required by G:266.05
the following information itemized by taxpayer:
(2) The number of taxpeers that took the credit allowed in this Article.
(2) The location of each qualified North Carolina kwecome building or
housing development for which a credit was taken.



OCoO~NOOUISA, WN B

3)

The total cost to the General Fund of the credits tak&00287, s. 1;
2005429, s. 2.6; 201066, s. 1.6.)

§ 105129.45. Sunset.

This Article is repealed effective January 1, 2015. The repeal applies to developments to
which federal credits are allocated on or after January 1, 2Q0DB287, s. 1; 200410, s. 4.1;
2008107,s. 28.3(a).)

§ 105129.46: Reserved for future codification purposes.

§ 105129.47: Reserved for future codification purposes.

§ 105129.48: Reserved for future codification purposes.

§ 105129.49: Reserved for future codification purposes.

Article 3F.
Research and Development.

(Effective for taxable years beginning before January 1, 201ilsee note.)
§ 105129.50. (Effective for taxable years beginning before January 20117 see note)
Definitions.
The definitions in section 41 of the Code apply in this Article. In addition, the following
definitions apply in this Article:

(1)
(2),
(4)
(5)

(6)

(7)

(8)
(9)

(10)

Development tier one areaDefined in G.S. 143B137.08.

(3) Reserved.

North Carolira university research expensé&sAny amount the taxpayer

paid or incurred to a research university for qualified research performed in

this State or basic research performed in this State.

Period of measuremerit.Defined in the Small Business Sizedr&tions of

the federal Small Business Administration.

Qualified North Carolina research expengeQualified research expenses,

other than North Carolina university research expenses, for research

performed in this State.

Receipts.i Defined inthe Small Business Size Regulations of the federal

Small Business Administration.

Related person. Defined in G.S. 104.63.010.

Research university. An institution of higher education that meets one or

both of the following conditions:

a. It is classified as one of the following in the most recent edition of
"A Classification of Institutions of Higher Education”, the official
report of The Carnegie Foundation for the Advancement of
Teaching:

1. Doctoral/Research Universities, Extensive or Intemsi
2. Masters Colleges and Universities, | or Il.
3. Baccalaureate Colleges, Liberal Arts or General.

b. It is a constituent institution of The University of North Carolina.

Small businessi A business whose annual receipts, combined with the

annual receipts of all related persons, for the applicable period of

measurement did not exceed one million dollars ($1,000,0@004124, s.

32D.2; 2011330, s. 4.)
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Article 3F.
Tecmology Development.
(Effective for taxable years beginning on or after January 1, 2011 see note for repeal)
§ 105129.50. (Effective for taxable years beginning on or after January 1, 2011see note

for repeal) Definitions.

The definitions in section4of the Code apply in this Article. In addition, the following
definitions apply in this Article:

(2) Development tier one areiaDefined in G.S. 143B137.08.

(2) Full-time job.i Defined in G.S. 108.29.81.

3) Reserved.

4) North Carolina university search expenses. Any amount the taxpayer
paid or incurred to a research university for qualified research performed in
this State or basic research performed in this State.

(4a) Participating community collegé.A community college, as defined in G.S.
115D-2, that offers an associate in applied science degree in simulation and
game development.

5) Period of measuremerit.Defined in the Small Business Size Regulations of
the federal Small Business Administration.

(6) Qualified North Carolina researchpenses! Qualified research expenses,
other than North Carolina university research expenses, for research
performed in this State.

(7) Receipts.i Defined in the Small Business Size Regulations of the federal
Small Business Administration.

(8) Related peson.i Defined in G.S. 104.63.010.

(9) Research university. An institution of higher education that meets one or
both of the following conditions:

a. It is classified as one of the following in the most recent edition of
"A Classification of Institutios of Higher Education”, the official
report of The Carnegie Foundation for the Advancement of
Teaching:

1. Doctoral/Research Universities, Extensive or Intensive.
2. Masters Colleges and Universities, | or II.
3. Baccalaureate Colleges, Liberal Arts om@eal.

b. It is a constituent institution of The University of North Carolina.

(10) Small businessi A business whose annual receipts, combined with the
annual receipts of all related persons, for the applicable period of
measurement did not exceed ondion dollars ($1,000,000)(2004124, s.
32D.2; 2010147, s. 3.2; 201830, s. 4.)

§ 105129.51. (Effective for taxable years beginning before January 1, 2011see note)
Administration; sunset.

(@) A taxpayer is eligible for the credit allowed in thigticle if it satisfies the
requirements of G.S. 10629.83(c), (d), (e), and (f) relating to wage standard, health insurance,
environmental impact, and safety and health programs, respectively.

(b)  This Article is repealed for taxable years beginningoafter January 1, 2014.

(© Repealed by Session Laws 20024, s. 32D.4, effective for taxable years beginning
on or after January 1, 20062004124, ss. 32D.2, s. 32D.4; 20@62, s. 2.20; 200807, s.
28.2(a).)

§ 105129.51. (Effective for taxableyears beginning on or after January 1, 2011 see note
for repeal) Taxpayer standards and sunset.
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(@) A taxpayer is eligible for a credit allowed in this Article if it satisfies the
requirements of G.S. 16R29.83(c), (d), (e), (f), and (g) relating to weagtandard, health
insurance, environmental impact, safety and health programs, and overdue tax debts,
respectively.

(b)  This Article is repealed for taxable years beginning on or after January 1, 2014.

(c) Repealed by Session Laws 20024, s. 32D.4, effdive for taxable years beginning
on or after January 1, 200@004124, ss. 32D.2, s. 32D.4; 20@62, s. 2.20; 200807, s.
28.2(a); 201147, s. 3.3.)

§ 105129.52. (Effective for taxable years beginning before January 1, 2011see note)
Tax electian; cap.

(@) Tax Election.i The credit allowed in this Article is allowed against the franchise
tax levied in Article 3 of this Chapter or the income taxes levied in Article 4 of this Chapter.
The taxpayer must elect the tax against which a credit widlddmed when filing the return on
which the credit is first claimed. This election is binding. Any carryforwards of a credit must be
claimed against the same tax.

(b)  Cap.i A credit allowed in this Article may not exceed fifty percent (50%) of the
amountof tax against which it is claimed for the taxable year, reduced by the sum of all other
credits allowed against that tax, except tax payments made by or on behalf of the taxpayer. This
limitation applies to the cumulative amount of credit, including ¢arwards, claimed by the
taxpayer under this Article against each tax for the taxable year. Any unused portion of a credit
allowed in this Article may be carried forward for the succeeding 15 ye@@04124, s.
32D.2.)

8§ 105129.52. (Effective for tamble years beginning on or after January 1, 2011 see note
for repeal) Tax election; cap.

(&) Tax Election.i A credit allowed in this Article is allowed against the franchise tax
levied in Article 3 of this Chapter or the income taxes levied in Artiobé this Chapter. The
taxpayer must elect the tax against which a credit will be claimed when filing the return on
which the credit is first claimed. This election is binding. Any carryforwards of a credit must be
claimed against the same tax.

(b) Cap.i A credit allowed in this Article may not exceed fifty percent (50%) of the
amount of tax against which it is claimed for the taxable year, reduced by the sum of all other
credits allowed against that tax, except tax payments made by or on behalf of &yetaXpis
limitation applies to the cumulative amount of credit, including carryforwards, claimed by the
taxpayer under this Article against each tax for the taxable year. Any unused portion of a credit
allowed in this Article may be carried forward fdret succeeding 15 year004124, s.
32D.2; 201096, s. 40.3; 201047, s. 3.4.)

8§ 105129.53. (See notes) Substantiation.

To claim a credit allowed by this Article, the taxpayer must provide any information
required by the Secretary. Every taxpayeingiag a credit under this Article must maintain
and make available for inspection by the Secretary any records the Secretary considers
necessary to determine and verify the amount of the credit to which the taxpayer is entitled.
The burden of proving eligility for a credit and the amount of the credit rests upon the
taxpayer, and no credit may be allowed to a taxpayer that fails to maintain adequate records or
to make them available for inspecti¢@004124, s. 32D.2.)

§ 105129.54. (Effective fortaxable years beginning before January 1, 2011 see note)
Report.
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The Department must include in the economic incentives report required by G:266.05
the following information itemized by taxpayer:
(1) The number of taxpayers that took a credit allowethis Article, itemized
by the categories of small business, {tbgv, other, and university research.
(2) The amount of each credit taken in each category.
(3) The total cost to the General Fund of the credits taked04 124, s. 32D.2,;
2005429, s.2.7; 2010166, s. 1.7.)

8 105129.54. (Effective for taxable years beginning on or after January 1, 2011see note

for repeal) Report.

The Department must include in the economic incentives report required by G:36.05
the following information itended by credit and by taxpayer:

(1) The number of taxpayers that took a credit allowed in this Article. The credit
allowed under G.S. 10529.55 must be itemized by the categories of small
business, lowier, university research, Edadustrial Park, and ber. The
credit allowed under G.S. 1d89.56 must be itemized by the categories of
higher education collaboration and other.

(2)  The amount of each credit taken in each category.

(3) The total cost to the General Fund of the credits tal@894124, s. 2D.2;
2005429, s. 2.7; 201047, s. 3.5; 201066, s. 1.7.)

§ 105129.55. (Effective for taxable years beginning before January 1, 2011see note)

Credit for North Carolina research and development.

(@  Qualified North Carolina Research ExpensgeéA taxpayer that has qualified North
Carolina research expenses for the taxable year is allowed a credit equal to a percentage of the
expenses, determined as provided in this subsection. Only one credit is allowed under this
subsection with respect to the sam@enses. If more than one subdivision of this subsection
applies to the same expenses, then the credit is equal to the higher percentage, not both
percentages combined. If part of the taxpayer's qualified North Carolina research expenses
gualifies undesubdivision (2) of this subsection and the remainder qualifies under subdivision
(3) of this subsection, the applicable percentages apply separately to each part of the expenses.

(1) Small business. If the taxpayer was a small business as of the lasbtlay
the taxable year, the applicable percentage is three anquanter percent
(3.25%).

(2) Low-tier researchi For expenses with respect to research performed in a
development tier one area, the applicable percentage is three aqdaotex
percent (5%).

3) Other researcH. For expenses not covered under subdivision (1) or (2) of
this subsection, the percentages provided in the table below apply to the
taxpayer's qualified North Carolina research expenses during the taxable
year at the followingdvels:

Expenses Over Up To Rate
-0- $50 million 1.25%

$50 million $200 million 2.25%

$200 million | 3.25%

(b) North Carolina University Research ExpengeA.taxpayer that has North Carolina
university research expenses for the taxable year is allowed a credit equal to twenty percent
(20%) of the expense$2004124, s. 32D.2; 200852, s. 2.1; 200823, s. 31.4).)

8 105129.55. (Effective for taxable years beginning on or after January 1, 2011see note
for repeal) Credit for North Carolina research and development.
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(@ Qualified North Carolina Research Expenge# taxpayer that has qualified North
Carolina research expenses for the taxable year is allowed a credit equal to a percentage of the
expenses, determined as provided in this section. Only one credit is allowed under this section
with respect to the same expenses. If more than one subdivisiois gkthion applies to the
same expenses, then the credit is equal to the higher percentage, not both percentages
combined. If part of the taxpayer's qualified North Carolina research expenses qualifies under
more than one subdivision of this section, tpplieable percentages apply separately to each
part of the expenses.

(2) Small business. If the taxpayer was a small business as of the last day of
the taxable year, the applicable percentage is three anquanter percent
(3.25%).

(2) Low-tier resears. i For expenses with respect to research performed in a
development tier one area, the applicable percentage is three aqdavtex
percent (3.25%).

(2a) University research. For North Carolina university research expenses, the
applicable percentags twenty percent (20%).

(2b) EcolIndustrial Parki For expenses with respect to research performed in an
Ecolindustrial Park certified under G.S. 143B7.08, the applicable
percentage is thirtfive percent (35%).

(3)  Other research. For expenses nabvered under another subdivision of this
section, the percentages provided in the table below apply to the taxpayer's
gualified North Carolina research expenses during the taxable year at the
following levels:

Expenses Over Up To Rate
-0- $50 million 1.25%

$50 million $200 million 2.25%

$200 million T 3.25%

(b) Repealed by Session Laws 20147, s. 5.5, effective January 1, 2002004124, s.
32D.2; 2006252, s. 2.1; 200823, s. 31.8(a); 201047, s. 5.5.)

8§ 105129.56. (Effective for taxable yea beginning on or after January 1, 2011 see note
for repeal) Interactive digital media.

€)) IDM Defined.i Interactive digital media is a product that meets all of the following
requirements:

(2) It is produced for distribution on electronic medrgluding distribution by
file download over the Internet.

(2) It contains a computezontrolled virtual universe with which an individual
who uses the program may interact in order to achieve a goal.

3) It contains a significant amount of at least thoé¢he following five types
of data: animated images, fixed images, sound, text, and 3D geometry.

(b) Credit.i7 A taxpayer that develops in this State interactive digital media or a digital
platform or engine for use in interactive digital media is alloaexedit equal to a percentage
of the taxpayer's expenses that exceed fifty thousand dollars ($50,000) and that are paid during
the taxable year in developing the media, platform, or engine. The percentage that applies to the
expenses is determined undebsection (c) of this section. The expenses to which the credit
applies are as follows:

(2) Compensation and wages for a ftithe job on which withholding payments
are remitted to the Department under Article 4A of this Chapter.

(2) Employee fringe conifbutions on compensation and wages included under
subdivision (1) of this subsection, including health, pension, and welfare
contributions.
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(3) Amounts paid to a participating community college or a research university
for services performed in this State.

(c) Percentagd. The percentage of the credit allowed under this section is as follows:

(2) Higher education collaboratiori. Twenty percent (20%) for allowable
expenses paid to a participating community college or a research university.

(2)  Other. T Fifteen percent (15%) for allowable expenses not covered in
subdivision (1) of this subsection.

(d) Limitations.7 The amount of credit allowed a taxpayer under this section may not
exceed seven million five hundred thousand dollars ($7,500,000). The dlediéchby this
section does not apply to interactive digital media that meets any of the following descriptions:

(2) It is developed by the taxpayer for internal use.

(2) It is an interpersonal communications service, such as videoconferencing,
wireless teecommunications, a textased channel, or a chat room.

3) It is an Internet site that is primarily static and primarily designed to provide
information about one or more persons, businesses, companies, or firms.

(4) It is a gambling or casino game.

5) It is political advertising.

(6) It contains material that is obscene, as defined in G.89041, or that is
harmful to minors, as defined in G.S-190.13.

(e) No Double Benefiti A taxpayer that claims a credit under this section may not
claim any ofthe following with respect to the expenses used to determine the credit under this
section:

(1) A credit allowed under any other section of this Chapter.

(2) A grant from the Job Development Investment Grant Program, set out in
Part 2G of Article 10 of Chater 143B of the General Statutes.

(3) A grant from the One North Carolina Fund, set out in Part 2H of Article 10
of Chapter 143B of the General Statutéa010147, s. 3.6.)

8 105129.57:Reserved for future codification purposes.

8 105129.58:Reservd for future codification purposes.

8 105129.59:Reserved for future codification purposes.

Article 3G.
Tax Incentives for Major Computer Manufacturing Facilities.

8 105129.60:Repealed by Session Laws 20166, s. 2.2, effective July 1, 2010.
8 105129.61:Repealed by Session Laws 20166, s. 2.2, effective July 1, 2010.
8 105129.62:Repealed by Session Laws 20166, s. 2.2, effective July 1, 2010.
8 105129.63:Repealed by Session Laws 20166, s. 2.2, effective July 1, 2010.
§ 105129.64:Repealedy Session Laws 201066, s. 2.2, effective July 1, 2010.
§ 105129.65:Repealed by Session Laws 20166, s. 2.2, effective July 1, 2010.

§ 105129.65A:Repealed by Session Laws 20166, s. 2.2, effective July 1, 2010.

§ 105129.66:Repealed by Session Laws 20166, s. 2.2, effective July 1, 2010.
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20

41

43
44
45
46
47
48
49
50

§ 105129.67:Reserved for future codification purposes.
§ 105129.68:Reserved for future codification purposes.
§ 105129.69:Reserved for future codification purposes.

Article 3H.
Mill Rehabilitation Tax Credit.
(See G.S. 108.29.75 for repeal of this Article.)
§ 105129.70. (See note for repeal) Definitions.
The following definitions apply in thiérticle:

(1)  Certified historic structuré. Defined in section 47 of the Code.

(2) Certified rehabilitationi Defined in G.S. 108.29.36.

3) Cost certification.i The certification obtained by the State Historic
Preservation Officer from the taxpayer tife amount of the qualified
rehabilitation expenditures or the rehabilitation expenses incurred with
respect to a certified rehabilitation of an eligible site.

(3a) Development tier ared.Defined in G.S. 1438137.08.

(4) Eligibility certification. T The certification obtained from the State Historic
Preservation Officer that the applicable facility comprises an eligible site.

(5) Eligible site.i A site located in this State that satisfies all of the following
conditions:

a. It was used as a manufactgifacility or for purposes ancillary to
manufacturing, as a warehouse for selling agricultural products, or as
a public or private utility.

b. It is a certified historic structure or a Stagertified historic structure.

C. It has been at least eighty pent (80%) vacant for a period of at
least two years immediately preceding the date the eligibility
certification is made.

d. Repealed by Session Laws 20087, s. 28.4(a), effective for taxable
years beginning on or after January 1, 2008.

(6) Repealed by &sion Laws 200852, s. 2.22, effective January 1, 2007.

(7) Passthrough entityi Defined in G.S. 10228.90.

(8) Qualified rehabilitation expendituresDefined in section 47 of the Code.

(9) Rehabilitation expenses.Defined in G.S. 108.29.36.

(10) Statecertified historic structuré. Defined in G.S. 108.29.36.

(11) State Historic Preservation OfficérDefined in G.S. 104.29.36. (200640,

s. 1; 2006252, s. 2.22; 200807, s. 28.4(a).)

8§ 105129.71. (See note for repeal) Credit for incomproducing rehabilitated mill
property.

€)) Credit. T A taxpayer who is allowed a credit under section 47 of the Code for
making qualified rehabilitation expenditures of at least three million dollars ($3,000,000) with
respect to a certified rehabilitation ar eligible site is allowed a credit equal to a percentage of
the expenditures that qualify for the federal credit. The credit may be claimed in the year in
which the eligible site is placed into service. When the eligible site is placed into service in t
or more phases in different years, the amount of credit that may be claimed in a year is the
amount based on the qualified rehabilitation expenditures associated with the phase placed into
service during that year. In order to be eligible for a créitvad by this Article, the taxpayer
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must provide to the Secretary a copy of the eligibility certification and the cost certification.
The amount of the credit is as follows:

(2) For an eligible site located in a development tier one or two area, detdrmine
as of the date of the eligibility certification, the amount of the credit is equal
to forty percent (40%) of the qualified rehabilitation expenditures.

(2) For an eligible site located in a development tier three area, determined as of
the date of the gibility certification, the amount of the credit is equal to
thirty percent (30%) of the qualified rehabilitation expenditures.

(b)  Allocation. i Notwithstanding the provisions of G.S. 1081.8 and G.S.
105269.15, a pasthrough entity that qualifies fothe credit provided in this section may
allocate the credit among any of its owners in its discretion as long as an owner's adjusted basis
in the pasghrough entity, as determined under the Code, at the end of the taxable year in
which the eligible sitas placed in service, is at least forty percent (40%) of the amount of
credit allocated to that owner. Owners to whom a credit is allocated are allowed the credit as if
they had qualified for the credit directly. A pabsough entity and its owners mustclude
with their tax returns for every taxable year in which an allocated credit is claimed a statement
of the allocation made by the pabsough entity and the allocation that would have been
required under G.S. 10B631.8 or G.S. 10269.15.

(c) Forfeiture for Change in Ownership.If an owner of a pasthrough entity that has
gualified for the credit allowed under this section disposes of all or a portion of the owner's
interest in the pasthrough entity within five years from the date the eligibte & placed in
service and the owner's interest in the ghssugh entity is reduced to less than #thivds of
the owner's interest in the passough entity at the time the eligible site was placed in service,
the owner forfeits a portion of the credrhe amount forfeited is determined by multiplying the
amount of credit by the percentage reduction in ownership and then multiplying that product by
the forfeiture percentage. The forfeiture percentage equals the recapture percentage found in the
tablein section 50(a)(1)(B) of the Code.

(d) Exceptions to Forfeituré. Forfeiture as provided in subsection (c) of this section is
not required if the change in ownership is the result of any of the following:

(1)  The death of the owner.

(2) A merger, consadlation, or similar transaction requiring approval by the
shareholders, partners, or members of the taxpayer under applicable State
law, to the extent the taxpayer does not receive cash or tangible property in
the merger, consolidation, or other similansaction.

(e) Liability from Forfeiture.i A taxpayer or an owner of a pagsough entity that
forfeits a credit under this section is liable for all past taxes avoided as a result of the credit plus
interest at the rate established under G.S:241521 computed from the date the taxes would
have been due if the credit had not been allowed. The past taxes and interest are due 30 days
after the date the credit is forfeited. A taxpayer or owner of athassgh entity that fails to
pay the taxes and inest by the due date is subject to the penalties provided in G.&23605
(200640, s. 1; 200&52, s. 2.23; 200859, s. 47.5; 200491, s. 44(1)a; 200807, s. 28.4(b).)

8 105129.72. (See note for repeal) Credit for nonincomgroducing rehabilitated mill
property.

€)) Credit.T A taxpayer who is not allowed a federal income tax credit under section 47
of the Code and who makes rehabilitation expenses of at least three million dollars
($3,000,000) with respect to a certified rehabilitation of antdégsite is allowed a credit equal
to a percentage of the rehabilitation expenses. The entire credit may not be taken for the taxable
year in which the property is placed in service, but must be taken in five equal installments
beginning with the taxableegr in which the property is placed in service. When the eligible
site is placed into service in two or more phases in different years, the amount of credit that
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may be claimed in a year is the amount based on the rehabilitation expenses associated with th
phase placed into service during that year. In order to be eligible for a credit allowed by this
Article, the taxpayer must provide to the Secretary a copy of the eligibility certification and the
cost certification. For an eligible site located in aalepgment tier one or two area, determined

as of the date of the eligibility certification, the amount of the credit is equal to forty percent
(40%) of the rehabilitation expenses. No credit is allowed for a site located in a development
tier three area.

(b) Allocation. 7 Notwithstanding the provisions of G.S. 1081.8 and G.S.
105269.15, a pasthrough entity that qualifies for the credit provided in this section may
allocate the credit among any of its owners in its discretion as long as an ownetéddujisss
in the pasghrough entity, as determined under the Code, at the end of the taxable year in
which the eligible site is placed in service, is at least forty percent (40%) of the amount of
credit allocated to that owner. Owners to whom a crediliogated are allowed the credit as if
they had qualified for the credit directly. A pabsough entity and its owners must include
with their tax returns for every taxable year in which an allocated credit is claimed a statement
of the allocation made bthe pasghrough entity and the allocation that would have been
required under G.S. 10631.8 or G.S. 10269.15.

(c) Forfeiture for Change in Ownershiplf an owner of a pasthrough entity that has
qualified for the credit allowed under this sectiaspdses of all or a portion of the owner's
interest in the pasthrough entity within five years from the date the eligible site is placed in
service and the owner's interest in the ghssugh entity is reduced to less than #thods of
the owner's inteest in the pasthrough entity at the time the eligible site was placed in service,
the owner forfeits a portion of the credit. The amount forfeited is determined by multiplying the
amount of credit by the percentage reduction in ownership and thenlymdfithat product by
the forfeiture percentage. The forfeiture percentage equals the recapture percentage found in the
table in section 50(a)(1)(B) of the Code. The remaining allocable credit is allocated equally
among the five years in which the creditiaimed.

(d) Exceptions to Forfeituré. Forfeiture as provided in subsection (c) of this section is
not required if the change in ownership is the result of any of the following:

(1)  The death of the owner.

(2) A merger, consolidation, or similar tramsan requiring approval by the
shareholders, partners, or members of the taxpayer under applicable State
law, to the extent the taxpayer does not receive cash or tangible property in
the merger, consolidation, or other similar transaction.

(e) Liability from Forfeiture.i A taxpayer or an owner of a pagsough entity that
forfeits a credit under this section is liable for all past taxes avoided as a result of the credit plus
interest at the rate established under G.S:241521, computed from the dateettaxes would
have been due if the credit had not been allowed. The past taxes and interest are due 30 days
after the date the credit is forfeited. A taxpayer or owner of athassgh entity that fails to
pay the taxes and interest by the due datebgesuto the penalties provided in G.S. 1785.
(200640, s. 1; 20052, s. 2.24; 200491, s. 44(1)a; 200807, s. 28.4(c).)

8 105129.73. (See note for repeal) Tax credited; cap.

(@) Taxes Creditedi The credits allowed by this Article may lokaimed against the
franchise tax imposed under Article 3 of this Chapter, the income taxes imposed under Article
4 of this Chapter, or the gross premiums tax imposed under Article 8B of this Chapter. The
taxpayer may take the credits allowed by this Aetiagainst only one of the taxes against
which it is allowed. The taxpayer must elect the tax against which a credit will be claimed
when filing the return on which it is claimed. This election is binding. Any carryforwards of the
credit must be claimed ampst the same tax.
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(b) Cap.1 A credit allowed under this Article may not exceed the amount of the tax
against which it is claimed for the taxable year reduced by the sum of all credits allowed,
except payment of tax made by or on behalf of the taxpaysrunused portion of the credit
may be carried forward for the succeeding nine yéaef640, s. 1.)

§ 105129.74. (See note for repeal) Coordination with Article 3D of this Chapter.

A taxpayer that claims a credit under this Article may not alsoncéacredit under Article
3D of this Chapter with respect to the same activity. The rules and fee schedule adopted under
G.S. 105129.36A apply to this Articlg200640, s. 1.)

§ 105129.75. Sunset.

This Article expires January 1, 2014, for rehabilitatpyojects for which an application for
an eligibility certification is submitted on or after that dat€00640, s. 1, 200807, s.
28.4(d); 20131, s. 31.5(a).)

§ 105129.75A. (See note for repeal) Report.
The Department must include in the economaentives report required by G.S. 1P56
the following information itemized by taxpayer:
(1) The number of taxpayers that took the credits allowed in this Article.
(2) The amount of rehabilitation expenses and qualified rehabilitation
expenditures witlespect to which credits were taken.
(3)  The total cost to the General Fund of the credits take®10166, s. 1.8.)

Article 3.
§ 105129.76. Reserved for future codification purposes.
§ 105129.77. Reserved for future codification purposes.

Article 3.
8§ 105129.78. Reserved for futureodification purposes.

8§ 105129.79. Reserved for future codification purposes.

Article 3J.
Tax Credits for Growing Businesses.
(EFFECTIVE FOR TAXAB.E YEARS BEGINNING ON OR AFTER JANUARY 1 2007.
SEE G.S105129.82(A) FOR REPEAIOF ARTICLE.)
§ 105129.80. (Seaotes) Legislative findings.
The General Assembly finds that:

(2) It is the policy of the State of North Carolina to stimulate economic activity
and to create new jobs for the citizens of the State by encouraging and
promoting the expansion of existing mess and industry within the State
and by recruiting and attracting new business and industry to the State.

(2) Both shoriterm and longerm economic trends at the State, national, and
international levels have made the successful implementation oftatessS
economic development policy and programs both more critical and more
challenging, and the decline in the State's traditional industries, and the
resulting adverse impact upon the State and its citizens, have been
exacerbated in recent years by adeenational and State economic trends
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3)

(4)

(5)
(6)
(7)

that contribute to the reduction in the State's industrial base and that inhibit
the State's ability to sustain or attract new and expanding businesses.

The economic condition of the State is not static, and redemtges in the
State's economic condition have created economic distress that requires a
reevaluation of certain existing State programs and the enactment of a new
program as provided in this Article that is designed to stimulate new
economic activity antb create new jobs within the State.

The enactment of this Article is necessary to stimulate the economy and
create new jobs in North Carolina, and this Article will promote the general
welfare and confer, as its primary purpose and effect, benefitstiaens
throughout the State through the creation of new jobs, an enlargement of the
overall tax base, an expansion and diversification of the State's industrial
base, and an increase in revenue to the State and its political subdivisions.
The purpge of this Article is to stimulate economic activity and to create
new jobs within the State.

The State is in need of a focused tax credit program that encourages and
facilitates economic growth and development within the State.

The resources of ¢hState are not evenly distributed throughout the State and
different communities have different abilities and needs in attracting and
maintaining new and expanding business and indy2096252, s. 1.1.)

§ 105129.81. (See note for repeal) Definitian
The following definitions apply in this Article:

(1)
(2)

3)

(4)
(5)

(6)

(7)

(8)
9)

Agrarian growth zond. Defined in G.S. 143B137.010.

Air courier services.i The furnishing of air delivery of individually
addressed letters and packages for compensation, in intesstateerce,
except by the United States Postal Service.

Aircraft maintenance and repair.The provision of specialized maintenance
or repair services for commercial aircraft or the rebuilding of commercial
aircraft.

Business propertyi. Tangible pesonal property that is used in a business
and capitalized under the Code.

Company headquarter$. A corporate, subsidiary, or regional managing
office, as defined by NAICS in United States industry 551114, that is
responsible for strategic or organioatal planning and decision making for
the business on an international, national, or multistate regional basis.
Cost.T In the case of property owned by the taxpayer, cost is determined
pursuant to regulations adopted under section 1012 of the Qotlee tase

of property the taxpayer leases from another, cost is value as determined
pursuant to G.S. 10530.4(j)(2).

Customer service call center. The provision of support service by a
business to its customers by telephone or other electronicsmeaupport
products or services of the business. For the purposes of this definition, an
establishment is primarily engaged in providing support services by
telephone or other electronic means only if at least sixty percent (60%) of its
calls are incomig or at least sixty percent (60%) of its other electronic
communications are initiated by its customers.

Development tieri The classification assigned to an area pursuant to G.S.
143B-437.08.

Electronic shopping and mail order housésAn industy in electronic
shopping and mail order houses industry group 4541 as defined by NAICS.
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(92)

(10)

(11)

(12)
(13)

(14)

(15)
(16)

(17)

(18)
(19)

Environmental disqualifying everit.Any of the following occurrences:

a. During the tax year in which the activity occurred for which a credit
Is being claimeda civil penalty was assessed against the taxpayer by
the Department of Environment and Natural Resources for failure to
comply with an order issued by an agency of the Department to abate
or remediate a violation of any program administered by the agency.

b. During the tax year in which the activity occurred for which a credit
is being claimed or in the prior two tax years, any of the following:

1. A finding was made by the Department of Environment and
Natural Resources that the taxpayer knowingly anduAijl
as defined in G.S. 14315.6B, including all limitations
thereto, committed a violation of any program implemented
by an agency of the Department.

2. An assessment for damages to fish or wildlife pursuant to
G.S. 143215.3(a)(7) was made against thgpayer.
3. A judicial order for injunctive relief was issued against the

taxpayer in connection with a violation of any program
implemented by an agency of the Department of Environment
and Natural Resources.

C. During the tax year in which the activityccurred for which the
credit is being claimed or in the prior four tax years, a criminal
penalty was imposed on the taxpayer in connection with a violation
of any program implemented by an agency of the Department of
Environment and Natural Resources.

Establishmenti Defined in 29 C.F.R. 8 1904.46, as it existed on January 1,

2002.

Full-time job.T A position that requires at least 1,600 hours of work per year

and is intended to be held by one employee during the entire year. A

full-time emploge is an employee who holds a ftithe job.

Hub.i Defined in G.S. 1084.64.3.

Information technology and servicdsAn industry in one of the following,

as defined by NAICS:

a. Data processing industry group 518.
b. Software publishers industgroup 5112.
C. Computer systems design and related services industry group 5415.

d. An Internet activity included in industry group 519130.

Longterm unemployed workeri An individual that has been totally
unemployed for at least the preceding 26saxutive weeks as evidenced by
records maintained by the Division of Employment Security (DES) of the
Department of Commerce.

Manufacturing.i An industry in manufacturing sectors 31 through 33, as
defined by NAICS, but not including quick printing @tail bakeries.
Motorsports facility.i A motorsports racetrack classified in the United
States racetrack national industry 711212, as defined by NAICS.
Motorsports racing teani. A professional racing team primarily engaged in
the research ahdevelopment, design, manufacture, repair, maintenance, and
operation of motor vehicles used in live motorsports racing events before a
paying audience.

NAICS.i Defined in G.S. 10228.90.

New job.T A full-time job that represents a netrease in the number of the
taxpayer's employees statewide. A new employee is an employee who holds
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31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51

(20)
(20a)

(21)
(22)
(23)
(24)
(25)

(26)

a new job. The term does not include a job currently located in this State that
is transferred to the business from a related member of the business.
Overdue tax debt. Defined in G.S. 10243.1.

(Effective for taxable years beginning on or after January 1, 2013yort
enhancement zoné Defined in G.S. 143B137.013.

Purchasel Defined in section 179 of the Code.

Related membef. Defined in G.S. 108.30.7A.

Research and developmerit. An industry in scientific research and
development services industry group 5417 as defined by NAICS.

Urban progress zoné. The classification assigned to an area pursuant to
G.S. 143B437.09.

Warehousingl An industry in warehousing and storage subsector 493 as
defined by NAICS.

Wholesale tradei An industry in wholesale trade sector 42 as defined by
NAICS. (2006252, s. 1.1; 200484, s. 33(b); 201247, s. 1.3; 201-B02,

S. 6; 2@ 1-330, s. 31(b); 20%201, s. 5.1.)

§ 105129.82. (See notes) Sunset; studies.

(@) Sunseti This Atrticle is repealed effective for business activities that occur on or
after January 1, 2013.

(b) Equity Study.1 The Department of Commerce shall studg #ffect of the tax
incentives provided in this Article on tax equity. This study shall include the following:

(1)

)
3)

Reexamining the formula in G.S. 143B7.08 used to define development
tiers, to include consideration of alternative measures for moreabtguit
treatment of counties in similar economic circumstances.

Considering whether the assignment of tiers and the applicable thresholds
are equitable for smaller counties.

Compiling any available data on whether expanding North Carolina
businessesgeceive fewer benefits than eof-State businesses that locate to
North Carolina.

(c) Impact Studyi The Department of Commerce shall study the effectiveness of the
tax incentives provided in this Article. This study shall include:

(1)
(2)

(3)
(4)

Studying the distbution of tax incentives across new and expanding
businesses and industries.

Examining data on economic recruitment for the period from 2005 through
the most recent year for which data are available by county, by industry
type, by size of investmengnd by number of jobs, and other relevant
information to determine the pattern of business locations and expansions
before and after the enactment of this Article.

Measuring the direct costs and benefits of the tax incentives.

Compiling available nformation on the current use of incentives by other
states and whether that use is increasing or declining.

(d) Report.i The Department of Commerce shall report the results of these studies and
its recommendations to the General Assembly biennially thighfirst report due by June 1,
2009. (2006252, s. 1.1; 201047, s. 1.1))

§ 105129.83. (See note for repeal) Eligibility; forfeiture.

(@) Eligible Businessi A taxpayer is eligible for a credit under this Article only with
respect to activitieoccurring at an establishment whose primary activity is listed in this
subsection. The primary activity of an establishment is determined based on the establishment's
principal product or group of products produced or distributed, or services rendered.
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(1)  Air courier services hub.

(2)  Aircraft maintenance and repair.

(3) Company headquarters, but only if the additional eligibility requirements of
subsection (b) of this section are satisfied.

(4) Customer service call centers.

(5) Electronic shopping and nh@rder houses.

(6) Information technology and services.

(7) Manufacturing.

(8)  Motorsports facility.

(9) Motorsports racing team.

(10) Research and development.

(11) Warehousing.

(12) Wholesale trade.

(b) Company Headquarters Eligibility. A taxpayer iseligible for a credit under this
Article with respect to a company headquarters only if the taxpayer creates at least 75 new jobs
at the company headquarters within an2dnth period. A taxpayer that meets this job creation
requirement is eligible for cdits under this Article with respect to the company headquarters
for three taxable years beginning with the year in which the job creation requirement is
satisfied. A taxpayer that creates an additional 75 new jobs at the company headquarters in a
24-month period during a thregear eligibility period does not qualify for any extended
eligibility period. However, a taxpayer that creates an additional 75 new jobs at the company
headquarters in a 2éonth period after the completion of a thsesar eligibility period is
eligible for credits with respect to the company headquarters for an additional three taxable
years beginning in the year in which the additional job creation requirement is satisfied.

(c) (Effective for taxable years beginning before January 12013) Wage Standard.

T A taxpayer is eligible for a credit under this Article in a development tier two or three area
only if the taxpayer satisfies a wage standard. The taxpayer is not required to satisfy a wage
standard if the activity occurs in a égdepment tier one area. Jobs that are located within an
urban progress zone or an agrarian growth zone but not in a development tier one area satisfy
the wage standard if they pay an average weekly wage that is at least equal to ninety percent
(90%) of thelesser of the average wage for all insured private employers in the State and the
average wage for all insured private employers in the county. All other jobs satisfy the wage
standard if they pay an average weekly wage that is at least equal to thefilessehundred

ten percent (110%) of the average wage for all insured private employers in the State and
ninety percent (90%) of the average wage for all insured private employers in the county. The
Department of Commerce shall annually publish the vetgyedard for each county.

In making the wage calculation, the taxpayer shall include any jobs that were filled for at
least 1,600 hours during the calendar year the taxpayer engages in the activity that qualifies for
the credit even if those jobs are ndlketl at the time the taxpayer claims the credit. For a
taxpayer with a taxable year other than a calendar year, the taxpayer shall use the wage
standard for the calendar year in which the taxable year begins. Oriyneiljobs are included
when makinghe wage calculation.

(c) (Effective for taxable years beginning on or after January 1, 2013)Wage
Standardi A taxpayer is eligible for a credit under this Article in a development tier two or
three area only if the taxpayer satisfies a wage standaedtakpayer is not required to satisfy
a wage standard if the activity occurs in a development tier one area. Jobs that are located
within an urban progress zone, a port enhancement zone, or an agrarian growth zone but not in
a development tier one areaisBtthe wage standard if they pay an average weekly wage that
is at least equal to ninety percent (90%) of the lesser of the average wage for all insured private
employers in the State and the average wage for all insured private employers in theAtounty.
other jobs satisfy the wage standard if they pay an average weekly wage that is at least equal to
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the lesser of one hundred ten percent (110%) of the average wage for all insured private
employers in the State and ninety percent (90%) of the average faaall insured private
employers in the county. The Department of Commerce shall annually publish the wage
standard for each county.

In making the wage calculation, the taxpayer shall include any jobs that were filled for at
least 1,600 hours duringdttalendar year the taxpayer engages in the activity that qualifies for
the credit even if those jobs are not filled at the time the taxpayer claims the credit. For a
taxpayer with a taxable year other than a calendar year, the taxpayer shall use the wage
standard for the calendar year in which the taxable year begins. Oriyneiljobs are included
when making the wage calculation.

(d) Health Insurancd. A taxpayer is eligible for a credit under this Article only if the
taxpayer provides health insuranior all of the fulitime jobs at the establishment with respect
to which the credit is claimed when the taxpayer engages in the activity that qualifies for the
credit. For the purposes of this subsection, a taxpayer provides health insurance if it pays a
least fifty percent (50%) of the premiums for health care coverage that equals or exceeds the
minimum provisions of the basic health care plan of coverage recommended by the Small
Employer Carrier Committee pursuant to G.S588125.

Each year that a xpayer claims a credit or carryforward of a credit allowed under this
Article, the taxpayer shall provide with the tax return the taxpayer's certification that the
taxpayer continues to provide health insurance for all the jobs at the establishmenspath re
to which the credit was claimed. If the taxpayer ceases to provide health insurance for the jobs
during a taxable year, the credit expires, and the taxpayer may not take any remaining
installment or carryforward of the credit.

(e) Environmental Impac i A taxpayer is eligible for a credit allowed under this
Article only if the taxpayer certifies that, at the time the taxpayer claims the credit, there has
not been a final determination unfavorable to the taxpayer with respect to an environmental
disqualifying event. For the purposes of this section, a "final determination unfavorable to the
taxpayer" occurs when there is no further opportunity for the taxpayer to seek administrative or
judicial appeal, review, certiorari, or rehearing of the environaletlisqualifying event and the
disqualifying event has not been reversed or withdrawn. No later than January 31 of each year,
the Secretary of Environment and Natural Resources shall provide an annual report to the
Department listing all environmental diglifying events for which a final determination
unfavorable to the taxpayer was made in the prior calendar year and shall provide the name of
the taxpayer involved and the date that the disqualifying event occurred.

() Safety and Health ProgranisA taxpayer is eligible for a credit allowed under this
Article only if the taxpayer certifies that, as of the time the taxpayer claims the credit, at the
establishment with respect to which the credit is claimed, the taxpayer has no citations under
the Occupabnal Safety and Health Act that have become a final order within the past three
years for willful serious violations or for failing to abate serious violations. For the purposes of
this subsection, "serious violation" has the same meaning as in GL37.9bhe Commissioner
of Labor shall notify the Department of Revenue annually of all employers who have had these
citations become final orders within the past three years.

(g0 Overdue Tax Debts. A taxpayer is not eligible for a credit allowed under this
Article if, at the time the taxpayer claims the credit or an installment or carryforward of the
credit, the taxpayer has received a notice of an overdue tax debt and that overdue tax debt has
not been satisfied or otherwise resolved.

(h) Expiration.1 If, during the period that installments of a credit under this Article
accrue, the taxpayer is no longer engaged in one of the types of business described in
subsection (a) of this section at the establishment for which the credit was claimed, the credit
expires. If, during the period that installments of a credit under this Article accrue, the number
of jobs of an eligible company headquarters falls below the minimum number required under
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subsection (b) of this section, any credit associated with that confgaaguarters expires.
When a credit expires, the taxpayer may not take any remaining installments of the credit. The
taxpayer may, however, take the portion of an installment that accrued in a previous year and
was carried forward to the extent permittedder G.S. 108.29.84. A change in the
development tier designation of the location of an establishment does not result in expiration of
a credit under this Article.

) Forfeiture.i A taxpayer forfeits a credit allowed under this Article if the taxpayer
was not eligible for the credit for the calendar year in which the taxpayer engaged in the
activity for which the credit was claimed. A taxpayer forfeits a credit previously allowed under
this Article if a final determination unfavorable to the taxpayerhwiespect to an
environmental disqualifying event is made that is applicable to the year in which the activity
occurred for which the credit was claimed. In addition, a taxpayer forfeits a credit for
investment in real property under G.S. 11¥9.89 if thetaxpayer fails to timely create the
number of required new jobs or to timely make the required level of investment under G.S.
105129.89(b). A taxpayer that forfeits a credit under this Article is liable for all past taxes
avoided as a result of the cregius interest at the rate established under G.S:22021,
computed from the date the taxes would have been due if the credit had not been allowed. The
past taxes and interest are due 30 days after the date the credit is forfeited; a taxpayex that fail
to pay the past taxes and interest by the due date is subject to the penalties provided in G.S.
105236.

(), Change in Ownership of Busine$sAs used in this subsection, the term "business”
means a taxpayer or an establishment. The sale, merger,idatign] conversion, acquisition,
or bankruptcy of a business, or any transaction by which an existing business reformulates
itself as another business, does not create new eligibility in a succeeding business with respect
to credits for which the predeses was not eligible under this Article. A successor business
may, however, take any credit or carr@eker portion of a credit that its predecessor could have
taken if it had a tax liability. The acquisition of a business is a new investment that omates
eligibility in the acquiring taxpayer under this Article if any of the following conditions are
met:

(1) The business closed before it was acquired.

(2)  The business was required to file a notice of plant closing or mass layoff
under the federal Workekdjustment and Retraining Notification Act, 29
U.S.C. 8§ 2101, before it was acquired.

3) The business was acquired by its employees directly or indirectly through an
acquisition company under an employee stock option transaction or another
similar mechanism. For the purpose of this subdivision, "acquired" means
that as part of the initial purchase of a business by the employees, the
purchase included an agreement for the employees through the employee
stock option transaction or another similar nagbm to obtain one of the

following:
a. Ownership of more than fifty percent (50%) of the business.
b. Ownership of not less than forty percent (40%) of the business within

seven years if the business has tangible assets with a net book value
in excess obne hundred million dollars ($100,000,000) and has the
majority of its operations located in a development tier one area.

(k) Advisory Ruling.7 A taxpayer may request in writing from the Secretary of
Revenue specific advice regarding eligibility for adit under this Article. G.S. 16864
governs the effect of this advice. A taxpayer may not legally rely upon advice offered by any
other State or local government official or employee acting in an official capacity regarding
eligibility for a credit undethis Article.
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() (Effective for taxable years beginning before January 1, 2013) Planned
Expansioni A taxpayer that signs a letter of commitment with the Department of Commerce,
after the Department has calculated the development tier designatiotie foext year but
before the beginning of that year, to undertake specific activities at a specific site within the
next two years may calculate the credit for which it qualifies based on the establishment's
development tier designation and urban progeese or agrarian growth zone designation in
the year in which the letter of commitment was signed by the taxpayer. If the taxpayer does not
engage in the activities within the tvwear period, the taxpayer does not qualify for the credit;
however, if the dxpayer later engages in the activities, the taxpayer qualifies for the credit
based on the development tier and urban progress zone or agrarian growth zone designations in
effect at that time.

()] (Effective for taxable years beginning on or after Januaryl, 2013) Planned
Expansioni A taxpayer that signs a letter of commitment with the Department of Commerce,
after the Department has calculated the development tier designations for the next year but
before the beginning of that year, to undertake sigeadtivities at a specific site within the
next two years may calculate the credit for which it qualifies based on the establishment's
development tier designation and urban progress zone, port enhancement zone, or agrarian
growth zone designation in thgear in which the letter of commitment was signed by the
taxpayer. If the taxpayer does not engage in the activities within the/aaroperiod, the
taxpayer does not qualify for the credit; however, if the taxpayer later engages in the activities,
the taypayer qualifies for the credit based on the development tier and urban progress zone, port
enhancement zone, or agrarian growth zone designations in effect at that time.

(m) (Effective for taxable years beginning on or after January 1, 2010)Qualified
Captal Intensive Corporation$. A corporation that is a qualified capital intensive corporation
under G.S. 108.30.4(s1) is not eligible for any credit under this Article with respect to the
facility that satisfies the condition of subdivision (2) of thabsection. (2006252, s. 1.1,
2007491, s. 44(1)a; 20094, s. 3; 201447, s. 1.4; 201:B02, s. 7.)

8§ 105129.84. (See note for repeal) Tax election; cap; carryforwards; limitations.

(@) Tax Electioni The credits provided in this Article are allowagainst the franchise
tax levied in Article 3 of this Chapter, the income taxes levied in Article 4 of this Chapter, and
the gross premiums tax levied in Article 8B of this Chapter. The taxpayer may divide a credit
between the taxes against which it isoad. Carryforwards of a credit may be divided
between the taxes against which it is allowed without regard to the original election regarding
the division of the credit.

(b) Cap.1 The credits allowed under this Article may not exceed fifty percent (59%o)
the cumulative amount of taxes against which they may be claimed for the taxable year,
reduced by the sum of all other credits allowed against those taxes, except tax payments made
by or on behalf of the taxpayer. This limitation applies to the cumelamount of credit,
including carryforwards, claimed by the taxpayer under this Article for the taxable year.

(c) Carryforward.i Unless a longer carryforward period applies, any unused portion of
a credit allowed under G.S. 1029.87 or G.S. 10%29.88may be carried forward for the
succeeding five years, and any unused portion of a credit allowed under GIR2918% may
be carried forward for the succeeding 15 years. If the Secretary of Commerce makes a written
determination that the taxpayer is exjgecto purchase or lease, and place in service in
connection with an eligible business within a tyear period, at least one hundred fifty million
dollars ($150,000,000) worth of business and real property, any unused portion of a credit
under this Artick with respect to the establishment that satisfies that condition may be carried
forward for the succeeding 20 years. If the taxpayer does not make the required level of
investment, the taxpayer shall apply the fyear carryforward period rather than t@year
carryforward period.
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(d) Statute of Limitationsi Notwithstanding Article 9 of this Chapter, a taxpayer shall
claim a credit under this Article within six months after the date set by statute for the filing of
the return, including any extensioofsthat date.

(e) (Effective for taxable years beginning on or after January 1, 2011)Credit
Treated as Tax Paymeiit.The owner of a pagbhrough entity that claims a credit under this
Article may treat some or all of the credit claimed as a tax paymadé by or on behalf of the
taxpayer. A credit claimed that is treated as a tax payment is subject to all provisions of this
section. A credit claimed that is treated as a tax payment does not accrue interest under G.S.
105-241.21 if the payment is deteimed to be an overpayment. A taxpayer that elects to have a
credit claimed under this Article treated as a tax payment must make this election when the
return is filed. (2006252, s. 1.1; 201297, s. 4.)

8§ 105129.85. (See notes) Fees and reports.

@) Fee.i When filing a return for a taxable year in which the taxpayer engaged in
activity for which the taxpayer is eligible for a credit under this Article, the taxpayer shall pay
the Department of Revenue a fee of five hundred dollars ($500.00) forygecbftcredit the
taxpayer claims or intends to claim with respect to an establishment. The fee is due at the time
the return is due for the taxable year in which the taxpayer engaged in the activity for which the
taxpayer is eligible for a credit. No cred allowed under this Article for a taxable year until
all outstanding fees have been paid. Fees collected under this section shall be credited to the
General Fund.

(b) Report.1 The Department must include in the economic incentives report required
by G.S. 105256 the following information itemized by credit and by taxpayer:

(1) The number and amount of credits generated and taken for each credit
allowed in this Article.

(2)  The number and development tier area of new jobs with respect to which
creditswere generated and to which credits were taken.

(3) The cost and development tier area of business property with respect to
which credits were generated and to which credits were taken.

(4)  The cost and development tier area of real property investmdntregpect
to which credits were generated and to which credits were t§kR806252,
s.1.1; 2014166, s. 1.9.)

8§ 105129.86. (See notes) Substantiation.

(&) Recordsi To claim a credit allowed by this Article, the taxpayer shall provide any
information required by the Secretary of Revenue. Every taxpayer claiming a credit under this
Article shall maintain and make available for inspection by the Secretary of Revenue any
records the Secretary considers necessary to determine and verify tnat amihe credit to
which the taxpayer is entitled. The burden of proving eligibility for the credit and the amount of
the credit shall rest upon the taxpayer, and no credit shall be allowed to a taxpayer that fails to
maintain adequate records or to mékem available for inspection.

(b) Documentation.i Each taxpayer shall provide with the tax return qualifying
information for each credit claimed under this Article. The qualifying information shall be in
the form prescribed by the Secretary and shabigeed and affirmed by the individual who
signs the taxpayer's tax return. The information required by this subsection is information
demonstrating that the taxpayer has met the conditions for qualifying for a credit and any
carryforwards and includes tialowing:

(2) The physical location of the jobs and investment with respect to which the
credit is claimed, including the street address and the development tier
designation of the establishment.
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(2) The type of business with respect to which the crisditlaimed and the
average weekly wage at the establishment with respect to which the credit is
claimed.

(3)  Any other qualifying information related to a specific credit allowed under
this Article. (2006252, s. 1.1.)

8§ 105129.87. (Effectivefot axabl e years beginning before
Credit for creating jobs.

€) Credit. T A taxpayer that meets the eligibility requirements set out in G.S.
105129.83 and satisfies the threshold requirement for new job creation in this State und
subsection (b) of this section during the taxable year is allowed a credit for creating jobs. The
amount of the credit for each new job created is set out in the table below and is based on the
development tier designation of the county in which thagdbcated. If the job is located in an
urban progress zone or an agrarian growth zone, the amount of the credit is increased by one
thousand dollars ($1,000) per job. In addition, if a job located in an urban progress zone or an
agrarian growth zone iglled by a resident of that zone or by a lelegm unemployed worker,
the amount of the credit is increased by an additional two thousand dollars ($2,000) per job.

Area Development Tier Amount of Credit
Tier One $12,500
Tier Two 5,000
Tier Three 750

(b)  Threshold.i The applicable threshold is the appropriate amount set out in the
following table based on the development tier designation of the county where the new jobs are
created during the taxable year. If the taxpayer creates new jobs at more thdigiblee e
establishment in a county during the taxable year, the threshold applies to the aggregate number
of new jobs created at all eligible establishments within the county during that year. If the
taxpayer creates new jobs at eligible establishmentsffereht counties during the taxable
year, the threshold applies separately to the aggregate number of new jobs created at eligible
establishments in each county. If the taxpayer creates new jobs in an urban progress zone or an
agrarian growth zone, the @able threshold is the one for a development tier one area. New
jobs created in an urban progress zone or an agrarian growth zone are not aggregated with jobs
created at any other eligible establishments regardless of county.

Area Development Tier Threshold
Tier One 5
Tier Two 10
Tier Three 15

(c) Calculation.i A job is located in a county, an urban progress zone, or an agrarian
growth zone if more than fifty percent (50%) of the employee's duties are performed in the
county or the zone. The number ofw jobs a taxpayer creates during the taxable year is
determined by subtracting the average number oftifuk employees the taxpayer had in this
State during the Xthonth period preceding the beginning of the taxable year from the average
number of fulltime employees the taxpayer has in this State during the taxable year.

(d) Installments.i’ The credit may not be taken in the taxable year in which the new
jobs are created. Instead, the credit shall be taken in equal installments over the four years
following the taxable year in which the new jobs were created and is conditional upon the
continued maintenance of those jobs by the taxpayer. If, in one of the four years in which the
installment of a credit accrues, a job is no longer filled, the credit nggpect to that job
expires, and the taxpayer may not take any remaining installment of the credit with respect to
that job. If, in one of the years in which the installment of a credit accrues, the number of the
taxpayer's fultime employees falls belothe sum of the applicable threshold and the number
of full-time employees the taxpayer had in the year before the year in which the taxpayer

S
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gualified for the credit, the credits with respect to all of the new jobs expire, and the taxpayer
may not take anyemaining installments of the credits. When a credit expires under this
subsection, the taxpayer may, however, take the portion of an installment that accrued in a
previous year and was carried forward to the extent permitted under G-529.84.

(e) Transferred Job$. Jobs transferred from one area in the State to another area in the
State are not considered new jobs for purposes of this section. Jobs that were located in this
State and that are transferred to the taxpayer from a related membertagager are not
considered new jobs for purposes of this section. If, in one of the four years in which the
installment of a credit accrues, the job with respect to which the credit was claimed is moved to
an area in a higharumbered development tier out of an urban progress zone or an agrarian
growth zone, the remaining installments of the credit are allowed only to the extent they would
have been allowed if the job was initially created in the area to which it was moved. If, in one
of the years in wich the installment of a credit accrues, the job with respect to which the credit
was claimed is moved to an area in a lowembered development tier or an urban progress
zone or an agrarian growth zone, the remaining installments of the credit shaltidated as
if the job had been created initially in the area to which it was moved.

() Wage Standard. For the purposes of this section, a taxpayer satisfies the wage
standard requirement of G.S. 1089.83 only if the taxpayer satisfies theguirement with
respect to both the new jobs, considered collectively, for which a credit is claimed and all of the
jobs at the establishment, considered collectively, with respect to which a credit is claimed.

(9) No Double Crediti A taxpayer may notlaim a credit under this section with
respect to jobs for which a taxpayer claims a credit under G.S1298.(2006252, s. 1.1;
2007527, s.6.)

§ 105129.87. (Effective for taxable years beginning on or after January 1, 2013See
notes for repeal)Credit for creating jobs.

€) Credit. T A taxpayer that meets the eligibility requirements set out in G.S.
105129.83 and satisfies the threshold requirement for new job creation in this State under
subsection (b) of this section during the taxable yeatlasved a credit for creating jobs. The
amount of the credit for each new job created is set out in the table below and is based on the
development tier designation of the county in which the job is located. If the job is located in an
urban progress zona port enhancement zone, or an agrarian growth zone, the amount of the
credit is increased by one thousand dollars ($1,000) per job. In addition, if a job located in an
urban progress zone, a port enhancement zone, or an agrarian growth zone is fdled by
resident of that zone or by a letgym unemployed worker, the amount of the credit is
increased by an additional two thousand dollars ($2,000) per job.

Area Development Tier Amount of Credit
Tier One $12,500
Tier Two 5,000
Tier Three 750

(b)  Threshold.i The applicable threshold is the appropriate amount set out in the
following table based on the development tier designation of the county where the new jobs are
created during the taxable year. If the taxpayer creates new jobs at more than one eligible
establishment in a county during the taxable year, the threshold applies to the aggregate number
of new jobs created at all eligible establishments within the county during that year. If the
taxpayer creates new jobs at eligible establishments in diffecantties during the taxable
year, the threshold applies separately to the aggregate number of new jobs created at eligible
establishments in each county. If the taxpayer creates new jobs in an urban progress zone, a
port enhancement zone, or an agrariemwgh zone, the applicable threshold is the one for a
development tier one area. New jobs created in an urban progress zone, a port enhancement
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zone, or an agrarian growth zone are not aggregated with jobs created at any other eligible
establishments regéless of county.

Area Development Tier Threshold
Tier One 5
Tier Two 10
Tier Three 15

(© Calculation.i A job is located in a county, an urban progress zone, a port
enhancement zone, or an agrarian growth zone if more than fifty percent (50%) of the
empbyee's duties are performed in the county or the zone. The number of new jobs a taxpayer
creates during the taxable year is determined by subtracting the average numbetiroé full
employees the taxpayer had in this State during thedrh period precedg the beginning of
the taxable year from the average number oftiile employees the taxpayer has in this State
during the taxable year.

(d) Installments.i The credit may not be taken in the taxable year in which the new
jobs are created. Instead, tbeedit shall be taken in equal installments over the four years
following the taxable year in which the new jobs were created and is conditional upon the
continued maintenance of those jobs by the taxpayer. If, in one of the four years in which the
instalment of a credit accrues, a job is no longer filled, the credit with respect to that job
expires, and the taxpayer may not take any remaining installment of the credit with respect to
that job. If, in one of the years in which the installment of a ceaditues, the number of the
taxpayer's fulitime employees falls below the sum of the applicable threshold and the number
of full-time employees the taxpayer had in the year before the year in which the taxpayer
qualified for the credit, the credits withspgect to all of the new jobs expire, and the taxpayer
may not take any remaining installments of the credits. When a credit expires under this
subsection, the taxpayer may, however, take the portion of an installment that accrued in a
previous year and wasrried forward to the extent permitted under G.S-12%.84.

(e)  Transferred Job$. Jobs transferred from one area in the State to another area in the
State are not considered new jobs for purposes of this section. Jobs that were located in this
Stateand that are transferred to the taxpayer from a related member of the taxpayer are not
considered new jobs for purposes of this section. If, in one of the four years in which the
installment of a credit accrues, the job with respect to which the creddlaased is moved to
an area in a higharumbered development tier or out of an urban progress zone, a port
enhancement zone, or an agrarian growth zone, the remaining installments of the credit are
allowed only to the extent they would have been allovi¢hde job was initially created in the
area to which it was moved. If, in one of the years in which the installment of a credit accrues,
the job with respect to which the credit was claimed is moved to an area in anlowkeered
development tier or an uaslh progress zone, a port enhancement zone, or an agrarian growth
zone, the remaining installments of the credit shall be calculated as if the job had been created
initially in the area to which it was moved.

0] Wage Standard. For the purposes of this @®n, a taxpayer satisfies the wage
standard requirement of G.S. 1089.83 only if the taxpayer satisfies the requirement with
respect to both the new jobs, considered collectively, for which a credit is claimed and all of the
jobs at the establishmemnsidered collectively, with respect to which a credit is claimed.

(9) No Double Crediti A taxpayer may not claim a credit under this section with
respect to jobs for which a taxpayer claims a credit under G.S1298. (2006252, s. 1.1;
2007527, s 6; 2011302, s. 8.)

§105129. 88. (Effective for taxable years beg
Credit for investing in business property.
(@) General Crediti A taxpayer that meets the eligibility requirements set out in G.S.
105-129.83and that has purchased or leased business property and placed it in service in this
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State during the taxable year and that has satisfied the threshold requirements of subsection (c)
of this section is allowed a credit equal to the applicable percentaige eXcess of the eligible
investment amount over the applicable threshold. If the taxpayer places business property in
service in an urban progress zone or an agrarian growth zone, the applicable percentage is the
one for a development tier one area. iBess property is eligible if it is not leased to another
party. The credit may not be taken for the taxable year in which the business property is placed
in service but shall be taken in equal installments over the four years following the taxable year
in which it is placed in service. The applicable percentage is as follows:

Area Development Tier Applicable Percentage
Tier One 7%
Tier Two 5%
Tier Three 3.5%

(b)  Eligible Investment Amounti The eligible investment amount is the lesser of (i)
the cost of lhe eligible business property and (ii) the amount by which the cost of all of the
taxpayer's eligible business property that is in service in this State on the last day of the taxable
year exceeds the cost of all of the taxpayer's eligible business prtparivas in service in
this State on the last day of the base year. The base year is that year, of the three immediately
preceding taxable years, in which the taxpayer had the most eligible business property in
service in this State.

(c) Threshold.T The applicable threshold is the appropriate amount set out in the
following table based on the development tier where the eligible business property is placed in
service during the taxable year. If the taxpayer places business property in service in an urban
progress zone or an agrarian growth zone, the applicable threshold is the one for a development
tier one area. Business property placed in service in an urban progress zone or an agrarian
growth zone is not aggregated with business property placed icesetvany other eligible
establishments regardless of county. If the taxpayer places eligible business property in service
at more than one establishment in a county during the taxable year, the threshold applies to the
aggregate amount of eligible busisgwoperty placed in service during the taxable year at all
establishments in the county. If the taxpayer places eligible business property in service at
establishments in different counties, the threshold applies separately to the aggregate amount of
eligible business property placed in service in each county. If the taxpayer places eligible
business property in service at an establishment over the course ofyaamperiod, the
applicable threshold for the second taxable year is reduced by the alhgdéétment amount
for the previous taxable year.

Area Development Tier Threshold
Tier One $ -0-
Tier Two 1,000,000
Tier Three 2,000,000

(d) Expiration.T As used in this subsection, the term "disposed of" means disposed of,
taken out of service, or movedtoof State. If, in one of the four years in which the installment
of a credit accrues, the business property with respect to which the credit was claimed is
disposed of, the credit expires, and the taxpayer may not take any remaining installment of the
credit for that business property unless the cost of that business property is offset in the same
taxable year by the taxpayer's new investment in eligible business property placed in service in
the same county, as provided in this subsection. If, duringtatk&ble year, the taxpayer
disposed of the business property for which installments remain, there has been a net reduction
in the cost of all the taxpayer's eligible business property that are in service in the same county
as the business property thatswgisposed of, and the amount of this reduction is greater than
twenty percent (20%) of the cost of the business property that was disposed of, then the credit
for the business property that was disposed of expires. If the amount of the net reduction is
equal to twenty percent (20%) or less of the cost of the business property that was disposed of,
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or if there is no net reduction, then the credit does not expire. In determining the amount of any
net reduction during the taxable year, the cost of businegseny the taxpayer placed in
service during the taxable year and for which the taxpayer claims a credit under Article 3A or
Article 3B of this Chapter may not be included in the cost of all the taxpayer's eligible business
property that is in service. Ih a single taxable year business property with respect to two or
more credits in the same county are disposed of, the net reduction in the cost of all the
taxpayer's eligible business property that is in service in the same county is compared to the
total cost of all the business property for which credits expired in order to determine whether
the remaining installments of the credits are forfeited.

The expiration of a credit does not prevent the taxpayer from taking the portion of an
installment that acced in a previous year and was carried forward to the extent permitted
under G.S. 108.29.84.

(e) Transferred Propertyi. If, in one of the four years in which the installment of a
credit accrues, the business property with respect to which the creditavasd is moved to a
county in a highenumbered development tier or out of an urban progress zone or an agrarian
growth zone, the remaining installments of the credit are allowed only to the extent they would
have been allowed if the business property haen placed in service initially in the area to
which it was moved. If, in one of the four years in which the installment of a credit accrues, the
business property with respect to which a credit was claimed is moved to a county in a
lower-numbered devepment tier or an urban progress zone or an agrarian growth zone, the
remaining installments of the credit shall be calculated as if the business property had been
placed in service initially in the area to which it was moved.

() Wage Standard. For thepurposes of this section, a taxpayer satisfies the wage
standard requirement of G.S. 1089.83 only if the taxpayer satisfies the requirement with
respect to all of the jobs at the establishment, considered collectively, with respect to which a
credit isclaimed.

(9) No Double Crediti A taxpayer may not claim a credit under this section with
respect to business property for which the taxpayer claims a credit under G R919%r
G.S. 105129.9A.(2006252, s. 1.1; 200627, ss. 7, 8.)

§ 105129.88. (Effective for taxable years beginning on or after January 1, 2018 See
notes for repeal) Credit for investing in business property.

€)) General Crediti A taxpayer that meets the eligibility requirements set out in G.S.
105129.83 and that has purchasedeased business property and placed it in service in this
State during the taxable year and that has satisfied the threshold requirements of subsection (c)
of this section is allowed a credit equal to the applicable percentage of the excess abtke elig
investment amount over the applicable threshold. If the taxpayer places business property in
service in an urban progress zone, a port enhancement zone, or an agrarian growth zone, the
applicable percentage is the one for a development tier oneBaigaess property is eligible if
it is not leased to another party. The credit may not be taken for the taxable year in which the
business property is placed in service but shall be taken in equal installments over the four
years following the taxable yesr which it is placed in service. The applicable percentage is as
follows:

Area Development Tier Applicable Percentage
Tier One 7%
Tier Two 5%
Tier Three 3.5%

(b) Eligible Investment Amounti The eligible investment amount is the lesser of (i)
the costof the eligible business property and (ii) the amount by which the cost of all of the
taxpayer's eligible business property that is in service in this State on the last day of the taxable
year exceeds the cost of all of the taxpayer's eligible businegsrfyrahat was in service in
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this State on the last day of the base year. The base year is that year, of the three immediately
preceding taxable years, in which the taxpayer had the most eligible business property in
service in this State.

(c) Threshold.T The applicable threshold is the appropriate amount set out in the
following table based on the development tier where the eligible business property is placed in
service during the taxable year. If the taxpayer places business property in servicebianan ur
progress zone, a port enhancement zone, or an agrarian growth zone, the applicable threshold is
the one for a development tier one area. Business property placed in service in an urban
progress zone, a port enhancement zone, or an agrarian growtls zusteaggregated with
business property placed in service at any other eligible establishments regardless of county. If
the taxpayer places eligible business property in service at more than one establishment in a
county during the taxable year, the thralsl applies to the aggregate amount of eligible
business property placed in service during the taxable year at all establishments in the county.
If the taxpayer places eligible business property in service at establishments in different
counties, the thehold applies separately to the aggregate amount of eligible business property
placed in service in each county. If the taxpayer places eligible business property in service at
an establishment over the course of a-ywar period, the applicable threshédd the second
taxable year is reduced by the eligible investment amount for the previous taxable year.

Area Development Tier Threshold
Tier One $ -0-
Tier Two 1,000,000
Tier Three 2,000,000

(d) Expiration.T As used in this subsection, the term "disposBdneans disposed of,
taken out of service, or moved out of State. If, in one of the four years in which the installment
of a credit accrues, the business property with respect to which the credit was claimed is
disposed of, the credit expires, and thepyer may not take any remaining installment of the
credit for that business property unless the cost of that business property is offset in the same
taxable year by the taxpayer's new investment in eligible business property placed in service in
the same county, as provided in this subsection. If, during the taxable year, the taxpayer
disposed of the business property for which installments remain, there has been a net reduction
in the cost of all the taxpayer's eligible business property that arevinesgr the same county
as the business property that was disposed of, and the amount of this reduction is greater than
twenty percent (20%) of the cost of the business property that was disposed of, then the credit
for the business property that was dsgm of expires. If the amount of the net reduction is
equal to twenty percent (20%) or less of the cost of the business property that was disposed of,
or if there is no net reduction, then the credit does not expire. In determining the amount of any
net reluction during the taxable year, the cost of business property the taxpayer placed in
service during the taxable year and for which the taxpayer claims a credit under Article 3A or
Article 3B of this Chapter may not be included in the cost of all the y&xjseeligible business
property that is in service. If in a single taxable year business property with respect to two or
more credits in the same county are disposed of, the net reduction in the cost of all the
taxpayer's eligible business property theain service in the same county is compared to the
total cost of all the business property for which credits expired in order to determine whether
the remaining installments of the credits are forfeited.

The expiration of a credit does not prevent the agep from taking the portion of an
installment that accrued in a previous year and was carried forward to the extent permitted
under G.S. 108.29.84.

(e) Transferred Propertyi. If, in one of the four years in which the installment of a
credit accrues, thieusiness property with respect to which the credit was claimed is moved to a
county in a highenumbered development tier or out of an urban progress zone, a port
enhancement zone, or an agrarian growth zone, the remaining installments of the credit are
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dlowed only to the extent they would have been allowed if the business property had been
placed in service initially in the area to which it was moved. If, in one of the four years in
which the installment of a credit accrues, the business property wpkateto which a credit

was claimed is moved to a county in a lomembered development tier or an urban progress
zone, a port enhancement zone, or an agrarian growth zone, the remaining installments of the
credit shall be calculated as if the businesgperty had been placed in service initially in the

area to which it was moved.

() Wage Standard. For the purposes of this section, a taxpayer satisfies the wage
standard requirement of G.S. 1089.83 only if the taxpayer satisfies the requirement with
respect to all of the jobs at the establishment, considered collectively, with respect to which a
credit is claimed.

(9) No Double Crediti A taxpayer may not claim a credit under this section with
respect to business property for which the taxpayer slaneredit under G.S. 14%9.9 or
G.S. 105129.9A. (2006252, s. 1.1; 200527, ss. 7, 8; 201302, s. 9.)

§ 105129.89. (See notes) Credit for investment in real property.

€)) Credit.7 If a taxpayer that has purchased or leased real property inebopment
tier one area begins to use the property in an eligible business during the taxable year, the
taxpayer is allowed a credit equal to thirty percent (30%) of the eligible investment amount if
all of the eligibility requirements of G.S. 1{129.83 ad of subsection (b) of this section are
met. For the purposes of this section, property is located in a development tier one area if the
area the property is located in was a development tier one area at the time the taxpayer made a
written application forthe determination required under subsection (b) of this section. The
eligible investment amount is the lesser of (i) the cost of the property and (ii) the amount by
which the cost of all of the real property the taxpayer is using in this State in adsleeligi
business on the last day of the taxable year exceeds the cost of all of the real property the
taxpayer was using in this State in an eligible business on the last day of the base year. The
base year is that year, of the three immediately precedingléayaars, in which the taxpayer
was using the most real property in this State in an eligible business. In the case of property that
is leased, the cost of the property is not determined as provided in G-$29.83 but is
considered to be the taxpagelease payments over a seyear period, plus any expenditures
made by the taxpayer to improve the property before it is used by the taxpayer if the
expenditures are not reimbursed or credited by the lessor. The entire credit may not be taken for
the tavable year in which the property is first used in an eligible business but shall be taken in
equal installments over the seven years following the taxable year in which the property is first
used in an eligible business. When part of the property is 8ed in an eligible business in
one year and part is first used in an eligible business in a later year, separate credits may be
claimed for the amount of property first used in an eligible business in each year. The basis in
any real property for which aredit is allowed under this section shall be reduced by the
amount of credit allowable.

(b) Determination by the Secretary of Commeiicé taxpayer is eligible for the credit
allowed under this section with respect to an establishment only if the Seak@ommerce
makes a written determination that the taxpayer is expected to purchase or lease and use in an
eligible business at that establishment within a tyese period at least ten million dollars
($10,000,000) of real property and that the esthbiient that is the subject of the credit will
create at least 200 new jobs within two years of the time that the property is first used in an
eligible business. If the taxpayer fails to timely make the required level of investment or fails to
timely createthe required number of new jobs, the taxpayer forfeits the credit as provided in
G.S. 105129.83.

(c) Mixed Use Propertyi If the taxpayer uses only part of the property in an eligible
business, the amount of the credit allowed under this section iseckdy multiplying it by a
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fraction, the numerator of which is the square footage of the property used in an eligible
business and the denominator of which is the total square footage of the property.

(d) Expiration.T If, in one of the seven years in whit¢he installment of a credit
accrues, the property with respect to which the credit was claimed is no longer used in an
eligible business, the credit expires, and the taxpayer may not take any remaining installment of
the credit. If, in one of the severars in which the installment of a credit accrues, part of the
property with respect to which the credit was claimed is no longer used in an eligible business,
the remaining installments of the credit shall be reduced by multiplying it by the fraction
descibed in subsection (c) of this section. If, in one of the years in which the installment of a
credit accrues and by which the taxpayer is required to have created 200 new jobs at the
property, the total number of employees the taxpayer employs at thertgramh respect to
which the credit is claimed is less than 200, the credit expires, and the taxpayer may not take
any remaining installment of the credit.

In each of these cases, the taxpayer may nonetheless take the portion of an installment that
accried in a previous year and was carried forward to the extent permitted under G.S.
105129.84.

(e) No Double Crediti A taxpayer may not claim a credit under this section with
respect to real property for which a credit is claimed under G.S:12932 or GS.
105129.12A.(2006252, s. 1.1.)

8§ 105129.90. Reserved for future codification purposes.
§ 105129.91. Reserved for future codification purposes.
§ 105129.92. Reserved for future codification purposes.
8§ 105129.93. Reserved for futureodification purposes.

8§ 105129.94. Reserved for future codification purposes.

Article 3K.
Tax Incentives for Railroad Intermodal Facilities.
(Repealed for taxable years beginning on or after January 1, 2038. See GL39.12Ib)
§ 105129.95. (Repealed fotaxable years beginning on or after January 1, 2038 see
note) Definitions.
The following definitions apply in this Article:

(2) Costs of constructioni The costs of acquiring and improving land,
constructing buildings and other structures, equipping feudity, and
constructing and equipping rail tracks to the railroad intermodal facility that
are necessary to access and support facility operations. In the case of
property owned or leased by the taxpayer, cost is determined pursuant to
regulations adaed under section 1012 of the Code.

(2)  Eligible railroad intermodal facilityi A railroad intermodal facility whose
costs of construction exceed thirty million dollars ($30,000,000).

3) Intermodal facility.i A facility where freight is transferred fromne mode
of transportation to another.

4) Railroad intermodal facilityi. An intermodal facility whose primary purpose
is to transfer freight between a railroad and another mode of transportation.
(2007323, s. 31.23(a); 200345, s. 14.7(a).)






