PRI OR PRI NTER S NO. 2375 PRINTER S NO. 2560

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1832 =%

| NTRODUCED BY SWEET, MANDERI NO, McVERRY, D. R VRl GHT,
LESCOVI TZ, HALUSKA, LEVDANSKY, MRKONI C, VAN HORNE, COY,
BELFANTI, BLAUM DALEY, M CHLOVI C, JOSEPHS, KOSI NSKI, DAW DA,
JOHNSQON, CARN, FOX, CEI ST, PISTELLA, PRATT, KASUN C, BURD,
TRUVMAN AND FI SCHER, OCTOBER 22, 1985

AS AVENDED ON THI RD CONSI DERATI ON, HOUSE OF REPRESENTATI VES,
NOVEMBER 26, 1985
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AN ACT

Provi di ng for tax-exenpt bonds; and inposing powers and duties
on the Secretary of Commerce.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Short title.

This act shall be known and may be cited as the Tax- Exenpt
Bond Al | ocation Act.

Section 2. Purpose.

A tax-exenpt bond allocation formula is established in
response to restrictions inposed by amendnents to the Internal
Revenue Code of 1954 (68A Stat. 3, 26 U S.C. 8 1 et seq.).
Because of the limts on the amobunts of tax-exenpt bond funding
avai lable, this act is intended to use the restricted funding

avai l abl e in order to:

(1) Create career-oriented net new jobs OR PRESERVE JOBS <—

at an incone |level high enough to support an individual and
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t he individual's dependents.

(2) Increase and diversify the manufacturing base of
t hi s Commonweal t h.

(3) AIdin the expansion of existing private conpanies,
particularly those which sell their products outside this
Commonweal t h.

(4) Attract new industries with new products into
di stressed areas within this Conmonwealth.

(5) PREPARE THE NECESSARY PERSONNEL, THROUGH A PROGRAM
OF EDUCATI ONAL FI NANCI AL ASSI STANCE TO POSTSECONDARY
STUDENTS, THEI R FAM LI ES AND OTHERS PROVI DI NG EDUCATI ONAL
OPPCORTUNI TI ES TO STUDENTS AND THEI R FAM LI ES, TO ASSUVE THE
MANPONER AND ADM NI STRATI VE LEADERSH P ROLES REQUI RED TO
CARRY QUT THE OBJECTI VES OF PARAGRAPHS (1) THROUGH (4).

Section 3. Definitions.

The foll ow ng words and phrases when used in this act shal
have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Exenpt facilities.”" Projects which are determ ned by the
Federal Governnment not to be subject to small-issue project
[imtations. Exanples nmay be pollution control facilities,
ai rports and wast e-di sposal sites.

“"Net new job." A full-tine job, or its equival ent, which
i ncreases the nunber of jobs at the project site above the
nunber of jobs present before the project is started. The term
does not include a job which:

(1) |Is being relocated fromw thin this Comobnweal t h.

(2) |Is created by the construction of the project.

(3) Is not designed to be pernmanent.

"Project.” An activity for which tax-exenpt bonds may be
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used.
"Secretary."” The Secretary of Commerce of the Conmonweal t h.
"Tax- exenpt bonds." Private activity and other bonds and
fi nanci ngs which count against the State ceiling defined in the
I nternal Revenue Code of 1954 (68A Stat. 3, 26 U S.C. 8§ 1 et
seq. ).
Section 4. Selection of projects.
(a) Projects using county allocations.--
(1) Except under paragraph (2), the secretary shall not
approve bond projects under the act of August 23, 1967
(P.L.251, No.102), known as the Industrial and Comrerci al

Devel opnent Authority Law, for

0 . I | I | I :
goods—

< (1) Ofice buildings in which 75% or |ess of
t he square footage has guaranteed occupancy. This
subpar agr aph does not apply to office buildings used to
house regional or national corporate headquarters.

=+ (11) Ofice buildings whose primary tenants
will be doctors, |awyers, accountants or other
prof essi onal s whom the secretary designates in
regul ati ons promul gated under section 6(4).

&~ (I'1'1) Projects which will not generate at | east
one net new job OR PRESERVE ONE FULL-TIME JOB for every
$50, 000 of bond aut hority.

& (I1V)  Projects which require over $5,000,000 in
t ax- exenpt bonds.

> (V) Projects whose beneficiary has outstandi ng
t ax- exenpt bond i ndebt edness for a project which was

initiated after January 1, 1984, and whi ch does not neet
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1 job projections within two years following its

2 conpl eti on.

3 - —Proereets—at—auelear—power—taet-H-tes—

4 (2) The secretary may wai ve the exclusions in paragraph
5 (1) (i) through & (1V) for reasons specified by the

6 secretary in the sem annual report under section 6(3)} 7(3).

7 The secretary shall make the wai ver under this paragraph for
8 projects |ocated within enterprise devel opnent areas, as

9 certified by the Secretary of Community Affairs under 16

10 Pa. Code Ch. 23 (relating to enterprise devel opnent area

11 initiative), OR WTH N COVWUNI TI ES WH CH HAVE BEEN DESI GNATED
12 AS FEDERAL DI SASTER RELI EF AREAS, FOR THE ENTI RE PERI GD OF

13 SUCH FEDERAL DESI GNATI ON, PROVI DED THAT SUCH PROQIECTS ARE

14 REASONABLY RELATED TO THE REPLACEMENT, RECONSTRUCTI ON OR

15 REHABI LI TATI ON OF FACI LI TI ES OR EQUI PMENT DESTROYED OR

16 DAMAGED BY NATURAL DI SASTER. THE SECRETARY SHALL CONSI DER THE
17 ECONOM C DI STRESS OF THE AREA WHEN DECI DI NG ON A WAI VER.

18 (b) Projects set aside by secretary.--To fund projects that
19 do not use county allocations and to fund projects under section
20 5(a)(2)(ii) and (iii), (b)(1)(ii), and (c), the secretary shal
21 wuse the following criteria:
22 (1) Size of the project, particularly as it conpares to
23 t he individual county's allocation.
24 (2) Nunber of net new jobs created.
25 (3) Economic distress of the area, determned by its
26 unenpl oynent rate and its medi an i ncone.
27 (4) Amount of private funds | everaged by the tax-exenpt
28 bond f undi ng.
29 (5) Coordination with econom c devel opnent plans of the
30 Commonweal th and of municipalities and regions.
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Section 5. Allocation.

(a) Initial allocation.--By Decenber 1 of each year, the
secretary shall allocate the tax-exenpt bond authority for the
foll ow ng cal endar year according to the foll ow ng:

(1) Seventy percent shall be allocated for use inside

t he borders of each county in this Commonwealth. If the | ocal

authority resides outside of the county which contains the

project site, no project shall be approved w thout witten
approval of the highest elected officials in that county. The
following is the allocation fornmula:

(i) The secretary shall determne the ratio of tax-
exenpt bond usage of the county to the tax-exenpt bond
usage of all counties for the two nost recently conpl eted
cal endar years, excluding projects for which the tax-
exenpt financing exceeds $5, 000, 000.

(i1i) The secretary shall determine the ratio of the
average nunber of unenployed individuals in the county to
t he average nunber of unenpl oyed individuals in al
counties for the nost recent 12 nonths for which revised
unenpl oynment statistics are avail abl e.

(ti1) The secretary shall multiply the ratio
determ ned i n subparagraph (ii) by two.

(iv) The secretary shall add the ratio determned in
subpar agraph (i) to the product determ ned in
subpar agraph (iii).

(v) The secretary shall divide the sumdeterm ned in
subpar agraph (iv) by three.

(vi) The secretary shall multiply the quotient
determ ned i n subparagraph (v) by the total anopunt

avai l abl e to be allocated under this paragraph.
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f or

(b)

(2) Thirty percent shall be set aside by the secretary
the foll ow ng purposes:

(i) Use by Comonweal t h agenci es, except for the
Pennsyl vani a Hi gher Education Assi stance Agency, which
require the use of tax-exenpt bonds.

(ii) Projects which require nore than $5, 000, 000 in
bond authority and which are determ ned by the secretary
to be exceptional in furthering the purposes of this act.

(i) Exenpt facilities projects.

(iv) Use by the Pennsylvani a Hi gher Education
Assi stance Agency. The agency shall, on or before
February 1 of each year, provide the secretary with a
report justifying requests for bond authority in that
year. Fhe NOTW THSTANDI NG SECTI ON 4(3) OF THE ACT OF
AUGUST 7, 1963 (P.L.549, NO 290), REFERRED TO AS THE
PENNSYLVANI A HI GHER EDUCATI ON ASSI STANCE AGENCY ACT, THE
secretary has the sole authority to determ ne the anount
of the request which may actually be used by the agency.

Real | ocati on. - -

(1) On July 1 of each year, the secretary shall allocate

unused tax-exenpt bond authority as foll ows:

(1) Eighty percent shall be allocated on the basis
of the follow ng formul a:
(A) The secretary shall determne the ratio of
t ax- exenpt bond usage of the county to the tax-exenpt
bond usage of all counties for the two nost recently
conpl eted cal endar years, excluding projects for
whi ch the tax-exenpt financing exceeds $5, 000, 000.
(B) The secretary shall nmultiply the ratio

determ ned in clause (A) by the total anount
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avai l abl e to be allocated under this subparagraph.
(ii) Twenty percent shall be retained by the
secretary for a contingency reserve, which the secretary
may use for projects under subsection (a)(2). REQUESTS <—
SUBM TTED UNDER SUBSECTI ON (A) (2) (1 V) AFTER FEBRUARY 1 OF
EACH YEAR AND UNFUNDED REQUESTS UNDER SUBSECTI ON
(A)(2)(1V) SHALL BE FUNDED THROUGH THE CONTI NGENCY
RESERVE, | N ADDI TI ON TO BEI NG FUNDED UNDER SUBSECTI ON
(0.
(2) As used in this subsection the term"unused tax-
exenpt bond authority"” neans the total tax-exenpt bond
allocation for the Commonweal th, mnus the anount all ocated
to approved projects under subsection (a).
(c) Final allocation.--On Novenber 1 of each year, the
secretary shall allocate unused bond authority at the discretion
of the secretary. Projects shall be evaluated according to the
pur poses set forth in section 2, AND THE FAI LURE TO COWPLY WTH <—
DEADLI NES ESTABLI SHED I N THI S SECTI ON SHALL NOT RENDER AN
APPLI CANT | NELI G BLE FOR FUNDS | N THE FI NAL ALLOCATI ON PROCESS.
REQUESTS SUBM TTED UNDER SUBSECTI ON (A) (2)(1V) AFTER FEBRUARY 1
OF EACH YEAR AND UNFUNDED REQUESTS UNDER SUBSECTI ON (A) (2) (1V)
SHALL BE FUNDED UNDER THI S SUBSECTI ON, | N ADDI TI ON TO BEI NG
FUNDED UNDER SUBSECTI ON (B) (1) (11).
SECTI ON 6. FEDERAL LAW CHANGE. <—
I N THE EVENT THAT FEDERAL LAW REGULATI NG TAX- EXEMPT BONDS | S
CHANGED, AND THAT SUCH CHANGE WOULD, IN THE OPI Nl ON OF THE
SECRETARY, CONFLICT WTH THIS ACT I N SUCH A WAY AS TO | MPAIR THE
ABI LI TY OF THE COMMONVEALTH TO USE TAX- EXEMPT BONDS TO THEI R
MAXI MUM BENEFI T, THE SECRETARY SHALL HAVE THE POWNER TO
PROMULGATE REGULATI ONS VWH CH BECOVE EFFECTI VE WHEN THE FEDERAL
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1 LAWTAKES EFFECT AND WHI CH SHALL ENABLE THE COVMONVEALTH TO

2 UTI LI ZE TAX- EXEMPT BONDS TO THEI R MAXI MUM BENEFI T, AND WHI CH

3 SHALL, TO THE LARGEST EXTENT POSSI BLE, CARRY OQUT THE PURPOSES

4 SET FORTH IN TH S ACT.

5 Section 6 7. Powers and duties of secretary. <—
6 The secretary has the foll owi ng powers and duti es:

7 (1) Distribute to local authorities nodel guidelines for

8 the local authorities to use in carrying out the priorities

9 and ot her provisions of this act.

10 (2) Notify affected Comonweal t h agenci es and

11 authorities of their bond allocations within 15 days of

12 deadl i nes under section 5. THE NOTI CE UNDER TH S PARAGRAPH <—
13 SHALL | NCLUDE A JUSTI FI CATI ON OF THE ALLOCATI ON AND THE

14 NUMBERS USED | N THE FORMULA APPLI CABLE TO THE ALLOCATI ON OF

15 THE AGENCY OR AUTHORI TY.

16 (3) Submt reports to the Chief Clerk of the House of

17 Representatives and the Secretary of the Senate within 45

18 days of January 1 and within 45 days of July 1 of each year.

19 Reports shal |l include:
20 (1) A list of projects approved and—disapproved, <—
21 DI SAPPROVED AND PENDI NG. The |ist shall contain, for each
22 request:
23 (A Amount.
24 (B) Location.
25 (C Estinmated jobs.
26 (D) Issuing authority or Commonweal th agency.
27 (E) Section of this act under which bond
28 authority was given
29 (ii) The nost recent report submtted to the
30 secretary by the Pennsylvani a H gher Education Assistance
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1 Agency under section 5(a)(2)(iv), the reasons for

2 approval or disapproval of the request and a cash flow

3 projection of all bonds issued by the agency.

4 (ti1) The nodel guidelines under paragraph (1).

5 (iv) Oher information which the secretary deens

6 pertinent, including suggested changes to the program

7 (4) Promulgate regulations to carry out the purposes set

8 forth in section 2.

9 Section # 8. Effective date. <—
10 (a) Initial allocation.--Section 5(a) shall take effect
11 Novenber 30, 1985, or imredi ately, whichever is |later.
12 (b) Notice.--Section 6(2) 7(2) shall take effect Decenber 1, <—
13 1985, or imedi ately, whichever is |ater.
14 (c) Remainder.--The remainder of this act shall take effect
15 January 1, 1986, or imredi ately, whichever is |later.
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