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Introduction 
 
S.L. 2007-552 (Extra Session) required the Joint Select Committee on Economic Development Incentives 
(Committee) to compile a report that lists and quantifies all economic development incentives offered by 
the State.  To fulfill this requirement, the Committee directed the Fiscal Research Division (FRD) to 
create the 2008 North Carolina Economic Development Inventory (EDI).  This document is an update of 
the original EDI. 
 
The EDI covers two types of State economic development spending: direct incentives and support 
programs.  Direct incentives are defined as those programs that provide funds either directly to a 
company or to a county or a municipality for a specific company.  Examples include tax credits, the Job 
Development Investment Grant (JDIG), and the One North Carolina Fund (One NC).  Support programs 
are those that exist to provide services to businesses or companies considering locating or expanding in 
the State.  Examples include the North Carolina Community College System's Small Business Center 
Network and the Department of Commerce's Regional Offices.  Programs that exist to administer direct 
incentives programs, such as the Commerce Finance Center, are also included in this category.   
 
The inventory does not contain comprehensive figures on all State economic development spending in 
North Carolina, nor does it analyze all spending related to the State’s priorities on education and 
workforce development, the regulatory business environment or infrastructure projects such as highway 
construction. While these spending priorities may be considered part of the State’s total economic 
development effort, the scope of this report is to account for spending identified as directly related to an 
economic development purpose.  If the program would still exist if the State discontinued all business 
support services and incentives efforts, then it is not included in this inventory.   
 
Summary 
 
The EDI is divided into three sections based on the source of funds: Tax Incentives, General Fund 
appropriations, and Transportation.  Tax incentive information is provided through FY 2007-08 (the latest 
information available).  For General Fund programs, current appropriations levels are provided, as well as 
historical data back to FY 2002-03.    Transportation information includes program data from FY 2002-03 
through FY 2008-09.  In FY 2007-08, total estimated tax credits and appropriations for economic 
development were approximately $1.3 billion.   Table 1 below breaks these figures out for each fund 
source. 
 
Table 1: Economic Development by Fund Source, FY 2007-08 
 

Fund Source Amount 
Bill Lee Tax Incentives  $       31,932,134
Tax Incentives $  1,070,900,000
General Fund Appropriations $     136,441,804
Transportation  $       65,250,000
Total $ 1,304,523,938

 
 
Tax incentives totaled $1.1 billion in FY 2007-08. Tax incentives do not directly reduce any given 
appropriation, but rather lower the General Fund availability for other appropriations. Ninety percent of 
all State spending on economic development is from tax incentives.   
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General Fund appropriations for economic development have increased by 188 percent since FY 2002-03.  
In FY 2002-03, the General Assembly appropriated $44.8 million for economic development to the 
Department of Commerce, the North Carolina Community College System (NCCCS), and the University 
of North Carolina (UNC). Figure 1 below shows the breakdown of these appropriations.  In FY 2008-09, 
funding for these programs rose to $129.1 million. 

Fig. 1: General Fund Appropriations, FY 2002-03             Fig. 2: General Fund Appropriations, FY 2008-09 
 
Appropriations to Commerce administered programs, such as One NC and JDIG, have increased by over 
320 percent since FY 2002-03, from $21.5 million to $97.1 million. During the same time period, 
appropriations to economic development programs in UNC increased from $9.9 million to $16.8 million, 
a 70 percent increase, while funds for NCCCS programs increased by 61 percent, from $13.4 million to 
$21.5 million. However, all of these appropriations still represent only 0.66 percent of the total FY 2007-
08 General Fund budget. 
 
Transportation appropriations are another component of economic development spending in the State.  
Appropriations in this category have decreased since FY 2002-03, from $62 million to $48 million. 
 
The EDI categorizes economic development spending as direct incentives or support programs. By 
definition, all tax incentives are considered direct. Figure 3 shows State spending separated into these two 
categories.  
 

Ninety-three percent ($1.2 billion) of the $1.3 billion 
in State funding in FY 2007-08 was targeted directly 
to a particular business or industry. Of that $1.2 
billion, 90 percent ($1.1 billion) was tax incentives 
(excluding Bill Lee).  Bill Lee credits, General Fund 
appropriations, and transportation spending each 
accounted for three percent of direct economic 
development incentives. Support programs, 
including pass-through appropriations to non-State 
entities, accounted for seven percent ($91.1 million) 
of FY 2007-08 spending. 
 
 

  Fig. 3: Economic Development Spending by Type 

Economic Development Spending by Type 
FY 2007-08
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The following sections summarize State economic development by fund source (tax incentives, General 
Fund appropriations, and Transportation).  Detailed information on all of the incentives programs 
included in the EDI may be found in the appendices. 
 
Tax Incentives 
 
In 1996, the General Assembly enacted the Bill Lee Act (G.S. 105 Article 3A), which set forth a 
comprehensive tax incentive program to be administered by the Department of Commerce.  This action 
was undertaken, in part, to compete with other states who had been adopting similar economic 
development legislation since the mid-1980s. Since then, efforts to attract and retain businesses have led 
to numerous revisions of the Bill Lee Act, as well as enactment of a number of additional tax incentives 
and tax expenditures.  
 
The Bill Lee Act is an incentive program that allows tax credits against the income, franchise, or gross 
premiums insurance tax.  Credits can be earned for job creation and investments. Certain eligibility 
requirements are required in order to earn the tax credits (see Appendix C for more detail). The Act has 
been amended numerous times and, in 2007, was replaced with Article 3J credits. Article 3J credits 
represent a new system of credits intended to be more narrowly focused on job creation and investment. 
The amount of credits taken is subject to some variability because the credits are claimed against taxpayer 
tax liability, which can be highly variable and subject to swings in the business cycle. Appendix C 
provides detailed data on the number of credits generated and taken and the dollar amounts generated and 
taken for each fiscal year beginning with FY 2002-03. 
 
In addition to the tax incentive credits available through either the Bill Lee Act or Article 3J, there are 
many other tax relief efforts targeting businesses and industries. All other tax relief efforts outside the Bill 
Lee Act credits are referred to as tax expenditures in this report.  A tax expenditure refers to an 
exemption, deduction, credit, refund, cap, or preferential tax rate that reduces the amount of tax revenue 
which would otherwise be collected from the taxpayer. While there are many tax expenditures written 
into the General Statues, some have been targeted to businesses and industries.  
 
It is estimated that in FY 2007-08 there were nearly $1.06 billion in tax expenditures that had an 

economic development 
purpose. (Figure 4 shows 
these tax credits and the Bill 
Lee credits for FY 2007-08.)  
That compares with an 
estimated $4.9 billion in all 
tax expenditures for that fiscal 
year.  A tax reduction with an 
economic development 
purpose is defined as a change 
to the tax code that directly 
reduces the tax liability of a 
particular business or 
industry. Tax changes that 
affect all taxpayers, both 
businesses and consumers, 
nonprofits, or that are 

community service-based (such as the Low-Income Housing tax credit) are not included as economic 
development tax incentives in this report.  An example of a tax incentive that has an economic 
development purpose and is not a part of the Bill Lee Act incentives is the tax credit for North Carolina 

Fig. 4 Economic Development Tax Credits FY 2007-08                              
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Research and Development (G.S. 105-129.55(a)), a credit allowed for qualifying research expenses. The 
Sales and Use tax incentives are the largest category of incentives identified as having an economic 
development purpose. They are estimated to be just under $500 million for FY 2008-09.  
 
Tax incentives reported here are estimates based on the Department of Revenue’s 2005 and 2007 Biennial 
Tax Expenditure Reports for 2005 and 2007, and the Department’s reports on the Bill Lee Act. For a 
variety of reasons including the availability of completed tax data and taxpayer confidentiality, some tax 
incentives cannot be estimated. As such, the economic development tax incentives data represents an 
estimation of the loss in revenue and not an actual accounting.  
 
General Fund Programs 
 
The General Fund Program section of the EDI includes program data for economic development incentive 
programs that receive General Fund appropriations.  Summary data is shown at the appropriation level, 
not the expenditure level, because many direct incentives programs provide grants that may be paid out 
over several years, causing expenditures to seem artificially low in any given year.  Appendix D provides 
additional detail on all of the General Fund economic development programs. 
 
Department of Commerce.  The Department of Commerce is the primary agency for economic 
development in the State.  Commerce administers most direct incentives programs and provides most 
business support services (except for workforce training).  In addition, most pass-through funding to non-
profits for economic development programs goes through Commerce.  For FY 2008-09, the General 
Assembly appropriated a total of $90,727,300 to Commerce for economic development incentives and 
support.   
 
Commerce currently administers nine direct incentive programs, six of which received appropriations in 
FY 2008-09 (see Figure 5 for a list of these programs).  The largest of these is the Job Development 

Investment Grant (JDIG) which received 
65% ($27.4 million) of the $42.2 million 
appropriated to direct incentive programs 
in FY 2008-09.  Two of the direct 
incentive programs were created with one-
time appropriations that have carried 
forward from year to year as grants are 
awarded.  The General Assembly 
appropriated $24 million in FY 2003-04 
for the Site Infrastructure Development 
Grant.  A grant agreement is currently 
being negotiated, but no expenditures are 
anticipated until FY 2009-10.  In FY 
2006-07, $10 million was appropriated for 
the Economic Development Reserve.  All 
of those funds are encumbered, and all are 
expected to be spent by the end of FY 

2008-09.  The ninth program administered by Commerce is the Utility Account.  It receives no General 
Fund appropriations; funds go into the account from JDIG awards made to businesses in Tier II and III 
counties.  A listing of grant awards for each of these programs for FY 2007-08 may be found in Appendix 
F. 
  
In addition to direct incentives programs, the General Assembly appropriated $48.5 million to Commerce 
for economic development incentive support programs in FY 2008-09.  $37.7 million of this represents 

Department of Commerce 
Direct Incentive Programs  

 
• Job Development Investment Grant (JDIG) 
• One North Carolina Fund (One NC) 
• One NC Small Business Fund  
• Green Business Fund 
• Site Infrastructure Development Grant 
• Job Maintenance and Capital Development Fund 

(JMAC) 
• Industrial Development Fund (IDF) 
• Economic Development Reserve 
• IDF Utility Account 

Fig.  5: Dept. of Commerce Direct Incentive Programs  
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pass-through funding to non-State entities that have an economic development purpose: $4.6 million for 
the NC Rural Economic Development Center, $19.4 million to the NC Biotechnology Center, $6.4 
million to the Regional Economic Development Commissions, and $7.3 million to various other non-
State programs.  The remainder (about $10.8) million is used by Commerce to administer the nine direct 
incentive programs, and to provide various support services to business and industry.   
 
Higher Education. An educated and skilled workforce is one of the key attributes that attracts businesses 
to locate and invest in a certain area. Consequently, the State’s total investment in education promotes 
economic development. However, this inventory highlights only those education programs that either 1) 
directly benefit certain companies that the State seeks to attract or retain, or 2) provide support to 
businesses through technical assistance and research.  
 
In FY 2008-09, the General Assembly appropriated $12.4 million to the NC Community College System 
(NCCCS) for the Customized Training Program.  This new program combines Customized Industry 
Training (CIT), Focused Industrial Training (FIT), and New and Expanding Industry Training (NEIT).  
Customized Training is specifically designed to help entice certain companies to locate, expand, or 
remain in North Carolina by providing funding to support assessment and specialized training for specific 
companies.  
 
NCCCS also received $9.1 million in FY 2008-09 for four programs focused on providing technical 
assistance in specific industry sectors. The Hosiery Technology Center and the Textile Center offer 
product testing, research and development, and industry-specific training. The NC Military Business 
Center seeks to connect North Carolina businesses and individuals with military contracting and other 
defense-related business opportunities. Through counseling, referrals, information, and training, the Small 
Business Center Network promotes the development of small businesses within the State. 
 
As the State’s lead agency for providing workforce development training (G.S. 115D-1.1), all NCCCS 
institutions offer occupational continuing education courses. These courses provide individuals the 
opportunity to upgrade existing knowledge and develop new skills. While these courses indirectly benefit 
North Carolina businesses by developing a more educated workforce, they are not included in this 
inventory since they are open to the general public and are not provided directly to businesses. 
 
The Board of Governors for the University of North Carolina system (UNC) has made economic 
development one of its six strategic priorities. The Board and the UNC System President have created an 
Economic Transformation Council with members appointed from each campus to carry out the campus 
response to the economic development strategic priority. The President is also advised on economic 
issues by an Associate Vice President for Economic Development Research, Policy and Planning. 
 
In FY 2008-09, the General Assembly appropriated $14 million to UNC for three statewide economic 
development support programs: the North Carolina Cooperative Extension Service, the Industrial 
Extension Service, and Small Business Technology Development Centers. An additional $2.8 million was 
appropriated for various campus initiated programs such as the Ben Craig Center at UNC-Charlotte.   
 
Transportation Programs 
 
There is a close relationship between the strength of a region’s transportation infrastructure and its 
economic development potential. In addition to transportation projects that aid individual industries or 
companies, the network of highways and other transportation infrastructure aid the State’s overall 
economic development by tying North Carolina to the national and global economy. The overall 
transportation network allows firms within the State to more easily source materials from around the 
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world and to market their products aggressively. An inadequate transportation system creates bottlenecks 
that limit cost savings and inhibit growth. 
 
Transportation infrastructure projects do not guarantee that economic development will occur, but they 
support economic development by lowering costs, saving time, and increasing reliability for users of the 
transportation network. Cost savings include: 
 

• Gathering raw materials and supplies; 
• Delivering products to customers; 
• Assembling employees; 
• Maintaining contact with customers and suppliers. 

 
The North Carolina Department of Transportation has several programs explicitly created to encourage 
and support economic development. The Department works with State and local economic development 
agencies and can commit significant resources in aid of major industrial recruiting projects. On a smaller 
scale the Department has programs to support individual industries or industrial parks (e.g. turn lanes to 
improve truck access, better signals to improve traffic flow for employees, etc.) The Department also has 
programs to improve rail infrastructure.  More detailed information about these programs may be found in 
Appendix E. 
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Glossary of Frequently Used Fiscal Terms 
 

 
APPROPRIATION:  An action by the General Assembly authorizing withdrawal of funds from 
the state treasury pursuant to Article V, Section 7 of the North Carolina Constitution.   
 
AVAILABILITY:  The sum of the beginning General Fund Unreserved Fund Balance and 
General Fund revenues for a fiscal period. 
 
BILL LEE ACT:  The William S. Lee Quality Jobs and Expansion Act provides for tax credits 
available to eligible companies expanding or relocating in North Carolina that hire within the 
North Carolina workforce to fill positions.  The Bill Lee Act was rewritten in 2005 – tax credits 
in the revised version are often referred to as 3J credits. 
 
CARRYFORWARD:  Funds appropriated but unspent in the first fiscal year of a biennium 
which by authorized budget revision are brought forward for expenditure in the second fiscal 
year of the biennium.  
 
DIRECT INCENTIVE:  A spending program that provides funds either directly to a company; 
or to a local government for a specific company or project. They generally take the form of tax 
expenditures, direct appropriations, or grants. 
   
FULL-TIME EQUIVALENT (FTE):  The figure arrived at by converting an unduplicated 
head-count of full-time and part-time employees to an equivalent full-time count. 
 
GENERAL FUND:  A pool of financial resources made up of a beginning credit balance, State 
tax revenues, and State non-tax revenues.  These monies are appropriated for both the operation 
of State agencies and construction and renovation of State facilities. 
 
HIGHWAY FUND:  The special fund to which revenues are deposited that are designated for 
transportation-related operations and capital improvements. 
 
NON-RECURRING:  Term used to denote one-time revenues (windfalls, reversions) or one-
time expenditures (grant-in-aid, capital). 
 
RECURRING:  Term used to denote revenues or expenditures that will be continuing, such as 
sales and personal income taxes, or salaries, fringe benefits, utilities. 
 
REVERSIONS:  Unspent appropriations returned to the General Fund or Highway Fund (as 
applicable) at the end of each fiscal year. 
 
STATE AID FOR NON-STATE ENTITIES:  Funds appropriated by the General Assembly to 
nongovernmental entities for a variety of purposes.   Funds may or may not carry restrictions on 
expenditures.  
 

7
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SUPPORT PROGRAM: A program that provides services to businesses in the State, usually to 
help the business improve efficiency, increase technology, or add jobs.  Support programs may 
also take the form of State aid to non-State entities which in turn provide services or incentives 
to businesses. 
 
TAX EXPENDITURE:   A reduction in the amount of tax revenue that would otherwise be 
collected from the taxpayer. These tax provisions may be viewed as spending programs 
conducted through the tax system.  
 
Tax expenditures take the following forms: 
 

• Exclusions, exemptions, deductions, and caps, which reduce taxable income; 
• Credits and refunds, which are subtracted from the taxes “normally” due; 
• Preferential tax rates, which apply lower rates than would ordinarily apply. 

 
TAX INCENTIVE:  A type of tax expenditure used to provide additional incentive for 
businesses to locate in the State, or to encourage the expansion of already established firms.  
 
 
 
 

8
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FY 02-03 FY 03-04 FY 04-05 FY 05-06 FY 06-07 FY 07-08 FY 08-09
Commerce

Direct $569,713 $44,320,107 $5,820,107 $16,320,107 $42,720,107 $32,550,107 $42,220,107
Non-State $12,533,974 $16,061,108 $21,284,890 $41,094,997 $29,994,997 $53,444,997 $37,715,655

Support $8,445,066 $10,565,530 $10,105,741 $11,131,162 $11,544,688 $11,180,734 $10,791,538
Commerce Subtotal $21,548,753 $70,946,745 $37,210,738 $68,546,266 $84,259,792 $97,175,838 $90,727,300

NCCCS
Direct $7,990,573 $7,995,158 $9,993,012 $12,618,012 $12,743,012 $12,743,012 $12,457,121

Support $5,388,598 $5,755,885 $8,153,963 $7,168,434 $8,253,283 $8,673,233 $9,061,864
NCCCS Subtotal $13,379,171 $13,751,043 $18,146,975 $19,786,446 $20,996,295 $21,416,245 $21,518,985

Universities
Support $9,909,297 $12,086,556 $13,221,440 $15,295,541 $15,644,563 $17,849,721 $16,823,667

Universities Subtotal $9,909,297 $12,086,556 $13,221,440 $15,295,541 $15,644,563 $17,849,721 $16,823,667

Total General Fund Appropriations $44,837,221 $96,784,344 $68,579,153 $103,628,253 $120,900,651 $136,441,804 $129,069,952

Total Transportation $62,000,000 $69,000,000 $59,000,000 $65,395,000 $88,708,200 $65,250,000 $48,000,000

Bill Lee Incentives (Taken) $74,196,701 $79,334,636 $66,446,464 $90,515,214 $93,763,666 $31,932,134

Other Tax Incentives Data Not Available $1,006,800,000 $1,018,700,000 $1,070,900,000 $1,062,900,000

Total Economic Development Spending $1,266,338,467 $1,322,072,517 $1,304,523,938 $1,239,969,952

FY 02-03 FY 03-04 FY 04-05 FY 05-06 FY 06-07 FY 07-08 FY 08-09
Direct, General Fund $8,560,286 $52,315,265 $15,813,119 $28,938,119 $55,463,119 $45,293,119 $54,677,228
Direct, Transportation $62,000,000 $69,000,000 $59,000,000 $65,395,000 $88,708,200 $65,250,000 $48,000,000
Direct, Bill Lee Act $74,196,701 $79,334,636 $66,446,464 $90,515,214 $93,763,666 $31,932,134 $0
Direct, Other Tax Incentives Data Not Available $1,006,800,000 $1,018,700,000 $1,070,900,000 $1,062,900,000

Subtotal Direct $144,756,987 $200,649,901 $141,259,583 $1,191,648,333 $1,256,634,985 $1,213,375,253 $1,165,577,228

Support, General Fund $36,276,935 $44,469,079 $52,766,034 $74,690,134 $65,437,532 $91,148,685 $74,392,724
Subtotal Support $36,276,935 $44,469,079 $52,766,034 $74,690,134 $65,437,532 $91,148,685 $74,392,724

Total Economic Development Spending $1,266,338,467 $1,322,072,517 $1,304,523,938 $1,239,969,952

Economic Development by Fund Source

Economic Development by Type

FRD Economic Development Inventory 9                                      February 2009
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 Fiscal Year1 2002-03 2003-04 2004-05 2005-06 2006-07 2007-082 2008-09

Credits Generated 198,385,012$     175,543,475$     167,895,925$     207,160,014$     174,459,922$     57,490,956$       

Credits Taken 74,196,701$       79,334,636$       66,446,464$       90,515,214$       93,763,666$       31,932,134$       

1. Assumes that credits are generated and taken in the second half of the calendar year for the purpose of fiscal year calculations.
2.  For the 2007 tax year, businesses could choose to claim credits under the Lee Act or Article 3J.  Figures shown here represent only the Lee Act credits.
General Statute Authorization: G.S. 105 Article 3A

Key Statistics:
2002-03 2003-04 2004-05 2005-06 2006-07 2007-08

Total Credits (a single taxpayer may take multiple credits)

Generated 603 616 520 646 711 411

Taken 2,328 1,778 1,675 1,812 1,659 1,074

Tax Credits

Eligibility:  The taxpayer must satisfy all general eligibility requirements in order to qualify for any of the credits listed in Section III, except the credit for 
development zone projects. If a taxpayer is uncertain about its eligibility for a credit, the taxpayer may request specific advice in writing from the Secretary of 
Revenue. Recipients must be an eligible business type and meet the wage standard for the credit.  In addition, businesses must provide health insurance for 
employees, have good environmental and Occupational Safety and Health Act (OSHA) records, and have no overdue tax debts.   Article 3A only allows 
credits for certain kinds of businesses as described in G.S. 105-129.2.

Tax Incentives
WILLIAM S LEE ACT (ARTICLE 3A)

Enacted in 1996, and revised many times since, the William S. Lee Act (Bill Lee) provides tax credits that may be taken against State income, franchise, or 
gross premiums tax. The credits are for job creation, investment, worker training, and research & development. The level of tax credit allowed is determined 
by the economic well-being of the county in which the economic activity occurs. This act was replaced by Article 3J beginning in the 2007 tax year.
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 Fiscal Year 2005-06 2006-071 2007-08 2008-091

Corporate Income Tax $156.3 $146.9 $135.8 $134.9
Franchise Tax $203.2 $168.2 $133.2 $128.2
Sales Tax $473.1 $486.9 $496.1 $493.8
Business & Energy Tax Credits (Art. 3B) $29.7 $28.1 $26.5 $23.4
Recycling Incentives (Art. C)2 $0.0 $0.0 $0.0 $0.0
Research and Development Credits (Art. 3F) $12.5 $21.5 $28.5 $29.0
Major Computing Facilities (Art. 3G) $2.0 $0.5 $1.0
Railroad Intermodal Facilities (Art. 3K) $0.2 $0.3
Tax Credits for Growing Businesses (Art. 3J)3 $0.0 $0.0 $69.1 $70.1
Personal Income $7.7 $8.8 $8.8 $8.8
Insurance Companies $124.3 $156.3 $162.6 $163.5
Piped Gas: Preferential rates $0.0 $0.0 $9.6 $9.9

Total $1,006.8 $1,018.8 $1,070.9 $1,062.9

Source: NCDOR Biennial Tax Expenditure Report, 2005 and 2007.

1. Estimated using linear interpolation, tax revenue growth rates, and industry employment statistics

2. Included with Corporate Income Tax for taxpayer confidentiality

3. Estimates include tax credits taken under the Bill Lee Act which Article 3J credits replace.

Expenditures (In millions)

Tax Incentives
Other Tax Incentives: Tax Expenditures

A tax expenditure is an exemption, deduction, credit, refund, cap, or preferential tax rate that reduces the amount of tax revenue which would otherwise be 
collected from the taxpayer. The tax expenditures included in this report are ones that directly reduce the tax liability of a particular business or industry. Tax 
expenditures that affect both businesses and consumers, nonprofits, or that are community service-based are not included.
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FY 2005-06 FY 2006-071 FY 2007-08 FY 2008-091

Corporate Income Tax
Double-Weighting Sales Apportionment 49.8 55.7 58.4 59.8
Holding Companies2  -  -  -  - 
Recycling Facilities  -  - 6.2 5.8
NC Ports 0.6 0.6 0.6 0.6
S&L Fees Credit 0.2 0.2 0.2 0.2
Poultry Composting 0.1 0.1 0.1 0.1
Oyster Shell Recycling  - 0.1 0.1 0.1
Cigarette Exportation2  -  -  -  - 
Film Industry Production 0.6 10.1 16.4 17.0
Qualified Investments 0.1 0.1 0 0
Combined for Confidentiality2 100.1 80 53.8 51.3

Corporate Tax Subtotal 151.5 146.9 135.8 134.9

Franchise Tax
Double-Weighting Sales for Capital Stock 3.2 3.2 3.2 3.2
Caps for Holding-Companies 200 165 130 125

Franchise Tax Subtotal 203.2 168.2 133.2 128.2

Business & Energy Tax Credits (Art. 3B) 29.7 28.1 26.5 23.4
Research and Development Credits (Art. 3F) 12.5 21.5 28.5 29.0
Major Computing Facilities (Art. 3G)  - 2 0.5 1.0
Railroad Intermodal Facilities (Art. 3K)  -  - 0.2 0.3

Personal Income
Poultry Composting 0.1 0.1 0.1 0.1
Farm Equipment Credit 1.5 1.5 1.5 1.5
Qualified Business Investment 6 7 7 7
NC Ports 0.1 0.1 0.1 0.1
Recycling Oyster Shells  - 0.1 0.1 0.1

Personal Income Subtotal 7.7 8.8 8.8 8.8

Sales & Use Tax3

Out-of State Call Centers 14.1 14.1 14.1 14.1
Sales to Farmers 189.8 169.2 148.5 127.9
Communications Equipment4 14.1 31.1 44.5 47.5
Commercial Fishing 1.5 1.5 1.6 1.6
Laundries & Dry-cleaning 1 1.3 1.7 1.8
Diesel Fuel for Railroads 17 17 17 19
Packaging Costs for Mfg., producers, retailers 52.9 57.3 61.7 66.1
Bakery, thrift bread sales 0 0 0.1 0.1

Other Tax Incentives: Tax Expenditure Details
FY 2005-06 through FY 2008-09

($ in Millions)
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FY 2005-06 FY 2006-071 FY 2007-08 FY 2008-091

Other Tax Incentives: Tax Expenditure Details
FY 2005-06 through FY 2008-09

($ in Millions)

Newspaper Ad Supplements 4 4.1 4.3 4.3
Custom Computer Software 5 7.8 9.6 10.2
Commercial Aircraft 4 4 4 4
Data Center Electricity and Eligible Property 0 0 1.8 1.9
Refunds to Eligible Businesses 0.5 0.5 0.5 0.5
Aviation Fuels Cap 5 4 3 3
Preferential Rates to Industries 20.6 25 29.3 32.6
Exempt Artisan Bakeries - - - 1.6
Mill Machinery, etc. (Art. 5F) 143.6 150.0 154.4 157.6

Sales & Use Tax Subtotal 473.1 486.9 496.1 493.8

Insurance Companies 124.3 156.3 162.6 163.5
Piped Gas: Preferential Rates for Mfg. And Farm 0 0 9.6 9.9

2. Data combined due to taxpayer confidentiality requirements.
3. Excludes tax expenditures for non-profits
4. 2005 includes $10 million for cable equipment, unavailable in the 2005 report

1. Estimated using linear interpolation, tax revenue growth rates, and industry employment growth 
statistics
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NC Economic Development Tax Incentives 
  
William S Lee Act (Article 3A)* 
 
Credit for Creating Jobs: A taxpayer that meets the eligibility requirements set out in G.S. 105-129.4, has 
five or more full-time employees, and hires an additional full-time employee to fill a new position located 
in this State is allowed a credit for creating a new full-time job. 
 
Credit for Investing in Machinery and Equipment: A taxpayer that has purchased or leased eligible 
machinery and equipment and places them in service in this State is allowed a credit equal to the applicable 
percentage of the excess of the eligible investment amount over the applicable threshold. 
 
Technology Commercialization Credit: A taxpayer may receive a 15% or 20% credit for machinery and 
equipment investments that are directly related to production based on technology developed by and 
licensed from a research university or are used to produce resources essential to the taxpayer's production 
based on technology developed by and licensed from a research university. 
 
Research and Development Credit: A taxpayer that claims a federal income tax credit under Section 41(a) 
of the Code for increasing research activities is allowed a credit equal to either 5% of the State's 
apportioned share of the taxpayer's expenditures for increasing research activities or 25% of the State’s 
apportioned share of the federal credit. 
 
Worker Training Credit:  A taxpayer that provides worker training for five or more of its employees is 
allowed a credit equal to the wages paid to the eligible employees during the training. 
 
Credit for Investing in Central Office or Aircraft Facility Property: If a taxpayer that has purchased or 
leased real property in this State begins to use the property as a central office or aircraft facility, the 
taxpayer is allowed a credit equal to 7% of the eligible investment amount. 
 
Credit for Substantial Investment in Other Property: If a taxpayer that has purchased or leased real 
property in an enterprise Tier One or Two area begins to use the property in an eligible business, the 
taxpayer is allowed a credit equal to 30% of the eligible investment amount if all of the requirements of 
G.S. 105-129.4 are met. 
 
Credit for Development Zone Projects: A taxpayer who contributes cash or property to a development 
zone agency for an improvement project in a development zone is allowed a credit equal to 25% of the 
value of the contribution. 
 
*William S. Lee Act Credits were replaced by the Tax Credits for growing Businesses (Article 3J) which 
became effective Jan. 1, 2007. 
 
Tax Credits for Growing Businesses (Article 3J) 
 
Credit for Creating Jobs: A taxpayer that meets certain eligibility requirements for new job creation is 
allowed a credit for creating jobs. The amount of the credit is dependent on the development tier of the 
county in which the jobs are located. 
 
Credit for Investing in Business Property: A taxpayer that meets certain eligibility requirements for 
placing business property in service in this State is allowed a credit. The amount of the credit is dependent 
on the development tier of the county in which the property is located. 
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Credit for Investing in Real Property:  A taxpayer that meets certain eligibility requirements for 
purchasing or leasing real property in this State is allowed a credit. The credit is equal to 30% of the eligible 
investment amount. The credit is only applicable for investments in a development Tier One area. 
 
Corporate Tax 
 
Double-Weighting Sales Apportionment: The capital stock, surplus and undivided profits of a corporation 
are apportioned using the formula in G.S. 105-130.4, which doubles the relative importance of the 
company's sales in the State. 
 
Holding Companies: Maximum tax of $75,000 for holding companies. A holding company is any 
corporation which receives during its taxable year more than 80% of its gross income from corporations in 
which it owns directly or indirectly more than 50% of the outstanding voting stock. 
 
Recycling Facilities: In lieu of any depreciation allowance, a corporation may opt to deduct amortization of 
air-cleaning devices, waste treatment facilities, recycling facilities, equipment or plant used to provide 
sewer service to residential and outlying areas. (See also Recycling Incentives (Art C).) 
 
NC Ports: Credit for loading or unloading cargo at a State-owned port terminal in Wilmington or 
Morehead City. 
 
Savings and Loan Fees Credit: Credit for savings and loan supervisory fees assessed by the 
Commissioner of Banks of the Department of Commerce. 
 
Poultry Composting: Credit for 25% of the installation, materials and equipment costs of constructing a 
poultry composting facility. 
 
Oyster Shell Recycling: Non-refundable credit of $1 per bushel of oyster shells donated to the Division of 
Marine Fisheries of the NC Department of Environmental and Natural Resources.  Any unused credit can 
be carried forward for the succeeding five years. A taxpayer who claims this credit must add back to taxable 
income any amount deducted under the Code for the donation of oyster shells. Effective for taxable years 
beginning on or after January 1, 2006 and expires for taxable years beginning on or after January 1, 2011. 
 
Credit for Manufacturing Cigarettes for Exportation:  Credit of up to $6 million is allowed a company 
that exports cigarettes to a foreign country through the State Ports. The amount of the credit depends on the 
volume of cigarettes exported compared to the volume in a base year. 
 
Alternative Cigarette Export Credit: Credit of up to $10 million is allowed a company that exports 
cigarettes to a foreign country through the State Ports. The amount of the credit depends on the employment 
level at the company compared to the employment level in 2004. 
 
Film Industry Production: A film or television production company that spends at least $250,000 in North 
Carolina on productions during the tax year is allowed a refundable credit equal to 15% of the qualifying 
expenses. A maximum credit of $7.5 million is allowed for feature films.  
 
Qualified Investments: A credit is allowed to individuals investing in the equity securities or subordinated 
debt of a NC Enterprise Corporation, a limited partnership in which a NC Enterprise Corporation is the only 
general partner, a qualified business venture, a qualified grantee business, or a qualified investment 
organization, equal to 25% of the amount invested or $50,000, whichever is less. Unused credits may be 
carried forward for five years. The total amount of all tax credits allowed to taxpayers may not exceed $7 
million. 
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Franchise Tax 
 
Double-Weighting Sales for Capital Stock: The capital stock, surplus and undivided profits of a 
corporation are apportioned using the formula in G.S. 105-130.4, which doubles the relative importance of 
the company's sales in the State. 
 
Caps for Holding Companies: Maximum tax of $75,000 for holding companies. A holding company is 
any corporation which receives during its taxable year more than 80% of its gross income from corporations 
in which it owns directly or indirectly more than 50% of the outstanding voting stock. 
 
Business & Energy Tax Credits (Art. 3B) 
 
Credit for Investing in Renewable Energy Property: If a taxpayer that has constructed, purchased, or 
leased renewable energy property places it in service in this State, the taxpayer is allowed a credit equal to 
35% of the cost of the property. The credits may not exceed (1) $2.5 million for nonresidential property, (2) 
$1,400 for solar energy equipment for residential water heating, (3) $3,500 for residential space heating, (4) 
$10,500 per installation for all other residential renewable energy property. 
 
Credit for Non-Hazardous Dry-Cleaning Equipment: If a taxpayer that has purchased or leased qualified 
dry-cleaning equipment places it in service in this State for commercial purposes, the taxpayer is allowed a 
credit equal to 20% of the cost of the equipment. 
 
Credit for Renewable Fuel Dispensing Facilities: A taxpayer that constructs and installs and places in 
service in this State a qualified commercial facility for dispensing renewable fuel is allowed a credit equal 
to 15% of the cost of the dispensing facility. This credit must be taken in three annual installments. 
 
Credit for Constructing Renewable Fuel Facilities: A taxpayer that constructs and places in service in 
this State a qualified commercial facility for dispensing renewable fuel is allowed a credit equal to 25% of 
the cost to the taxpayer of constructing and installing the part of the dispensing facility, including pumps, 
storage tanks, and related equipment, that is directly and exclusively used for dispensing or storing 
renewable fuel. The credit must be taken in three annual installments. 
 
Alternate Credit for Constructing Renewable Fuel Facilities: A taxpayer that invests at least $400 
million to construct and place in service in this State three or more commercial facilities for processing 
renewable fuel may receive a credit of 35% of the cost of constructing and equipping the facilities. The tax 
credit is taken in seven equal installments and unused credits may be carried forward for ten years. 
 
Small Business Health Insurance Tax Credit:  A business that employs no more than 25 eligible 
employees throughout the taxable year that provides health benefits for all of its eligible employees during 
the taxable year is allowed a credit to offset its costs in providing these benefits. The credit is equal to $250 
per employee whose annual wages or salary from the business does not exceed $40,000. 
 
Tax Credit to Refund Motor Fuel Excise Tax for Biodiesel: A biodiesel provider that produces at least 
100,000 gallons of biodiesel per year may receive a credit equal to the per gallon excise tax paid under 
Article 36C of Chapter 105. The credit does not apply to tax paid on diesel fuel included in a biodiesel 
blend. The maximum credit is $500,000. 
 
Work Opportunity Tax Credit:  A taxpayer who is allowed a federal tax credit under Part IV, Subpart F 
of the Code for the taxable year is allowed a credit against the tax imposed by this Part. The credit is equal 
to six percent of the amount of credit allowed under the Code. 
 
Credit for Donations to a Nonprofit to Acquire Renewable Energy Property:  A taxpayer who donates 
money to a tax-exempt organization may claim a tax credit equivalent to that given under G.S. 105-
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