PRINTER S NO. 3152

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2439 5%

| NTRODUCED BY MCNALLY AND TRELLO, MARCH 9, 1992

REFERRED TO COW TTEE ON FI NANCE, MARCH 9, 1992
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AN ACT

Amendi ng the act of July 11, 1990 (P.L.465, No.113), entitled
"An act providing for the creation of tax increnent
districts; providing for additional powers and duties to be
exerci sed by redevel opnment authorities and by industrial and
commerci al devel opnent authorities; authorizing the creation
and approval of project plans for tax increnent financing;
providing for the establishnent of a tax increnment base;
al l ocating the paynent of positive tax increnments; providing
for the financing of project costs; and providing for the
i ssuance of tax increnment bonds and notes,” further providing
for certain definitions, for project plans, for the tax
i ncrenment base and for certain regul ations.

The CGeneral Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. The definitions of "project costs,” "tax
increment” and "tax increnent base" in section 3 of the act of
July 11, 1990 (P.L.465, No.113), known as the Tax Increnent
Fi nanci ng Act, are anended to read:
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:
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* * %

"Project costs.” Any expenditures made or estinmated to be
made or nonetary obligations incurred or estimted to be
incurred which are listed in a project plan as costs of public

wor ks or inprovenments or residential, comercial or industrial

devel opnent or revitalization within a tax increnment district,

pl us any costs incidental thereto. Project costs include, but
are not limted to:
(1) Capital costs, including the actual costs of the

construction of public works or inprovenents, or residential,

commercial or industrial devel opnent or revitalizati on, new

bui | di ngs, structures and fixtures; the denolition,
alteration, renodeling, repair or reconstruction of existing
bui | di ngs, structures and fixtures; the acquisition, upgrade
or rehabilitation of machinery and equi pnent; and the

acqui sition, clearing and grading of land. Capital costs also
i nclude the actual cost of the construction, rehabilitation
or repair of publicly owned infrastructure inprovenents

| ocat ed outside the boundaries of a tax increment district

whi ch are of direct benefit to a project.

(2) Financing costs, including all costs of issuance of
tax increment bonds or notes, reserve funds for tax increnent
bonds or notes, all interest paid to hol ders of evidences of
i ndebt edness issued to pay for project costs, and any prem um
pai d over the principal anount thereof because of the
redenpti on of such obligations prior to nmaturity.

(3) Real property assenbly costs, nmeaning any deficit
incurred resulting fromthe sale or | ease as | essor by the
authority of real property within a tax increnent district

for consideration which is less than its cost to the
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1 authority.

2 (4) Professional service costs, including those costs
3 incurred for architectural, planning, engineering and |egal
4 advi ce and servi ces.

5 (5) Admnistrative costs, including reasonabl e charges
6 for the tine spent by enployees of a nunicipality or an

7 authority in connection with the inplenentation of a project
8 pl an.

9 (6) Relocation costs.

10 (7) Organizational costs, including the costs of

11 conducting environnmental inpact and other studies and the
12 costs of informng the public with respect to the creation of
13 tax increment districts and the inplenentation of project

14 pl ans.

15 (8) Costs which are found to be necessary or convenient
16 to the creation of tax increment districts or the

17 i npl enentation of project plans, or for the reinbursenent of
18 prior expenditures made for any of the costs under this

19 definition.
20 * %k
21 "Tax increnent." Generally, the increnental tax revenues,
22 determned with reference to the tax increnent base, resulting
23 fromthe increase in property values or fromthe increase in
24 [sales] conmercial activity as a result of a project. Mre
25 specifically, the termincludes the foll ow ng:
26 [(1) The tax levied on property situated in, or
27 ot herwi se assignable for the purposes of property taxation
28 to, a tax increnent district to the extent that such tax is
29 attributable to an excess of the aggregate taxable valuation
30 as of the tax increnment base date. The portion of the tax
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levy attributable to the increased valuation after the tax

i ncrenent base date shall be cal cul ated using the sane
factors as were used as of the base date or w thout these
factors if property was not classified for tax purposes as of
t he base date.]

(1) The increnental tax revenues resulting from an

increase in the total narket value of taxable real property

situated in a tax increnent district and an i ncrease in the

busi ness use and occupancy of such taxable real property.

Thi s par agraph applies only to ad val orem taxes on real

property and tax i nposed by the governi ng body on the use and

occupancy of real property.

(2) The paynment in |lieu of taxes assigned to or agreed
to be paid by governnmental entities or nonprofit
organi zations with property situated or otherw se assignabl e
to a tax increment district. Wiether all or only a portion of
this paynent is to be considered part of the tax increnent
shal |l be determined at the tine the tax increnment district is
creat ed.

[(3) The tax paid on the sale or use of tangible
personal property within the tax increnent district. Wether
all or only a portion of this tax is to be considered part of
the tax increnent shall be determned at the tinme the tax
increnment district is created. This paragraph applies only to
a sales or use tax levied by a governing body. ]

(3) The increnental tax revenues resulting from an

increase in total taxable sales and rentals of tangible

personal property and in the renditi on of taxable services by

vendors located in a tax i ncrenent district. This paragraph

applies only to a sales tax | evied by a governi ng body.
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(4) The increnental tax revenues resulting from an

increase in total gross receipts or gross or net profits or

i ncone realized by persons or entities from busi ness

conducted in a tax increnent district. This paragraph applies

only to a nercantile |license tax, business privilege tax or

simlar tax | evied by a governi ngq body for the privil ege of

engagi ng i n busi ness.

["Tax i ncrenment base." The aggregate value of all taxable
property located within a tax increment district on the date the
district is created, as determned in accordance with section
6. ]

"Tax i ncrenent base." The term neans one or nore of the

foll owi ng, as appropri ate:

(1) The aggregate nmarket value of all taxable real

property |located within a tax increnent district on the date

the district is created.

(2) In a district where the governi ng body has | evied a

tax on the busi ness use and occupancy of real estate, the

aver age aggregate narket value of real property | ocated

within the district and used or occupi ed for busi ness

pur poses during the | ast avail able 12-nonth peri od precedi ng

the date of creation of the district.

(3) In adistrict where the governi ng body has | evied a

sales tax, the total anpunt of taxable sales, rentals and

services subject to the sales tax of the Commonweal th and

occurring within the district during the | ast cal endar year

or the |ast avail able 12-nonth period precedi ng the date of

creation of the district.

(4) In adistrict where the governi ng body has | evied a

mercantile |license tax, business privilege tax, net profits
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tax or simlar tax for the privilege of engagi ng i n busi ness

within the district, the total anpbunt of taxable gross

recei pts, net inconme or net profits, as the case may be,

reali zed by taxpayers at |l ocations within the district during

their | ast taxable period which ended before the date of

creation of the district.

* * %

Section 2. Sections 5(4) and (6), 6(b) and 7(a) of the act

are anended to read:

Section 5. Creation of tax increnment districts and approval of

proj ect plans.

A tax increnent district shall be created in the follow ng

manner .

* * %

(4) The authority shall prepare a project plan for each
tax increment district and submit the plan to the governing
body of the municipality which will create the district and
to the governing body of any other nunicipality or school
district that |evies property taxes within the boundaries of
t he proposed district. The plan shall include the foll ow ng:

(1) A statenent listing the kind, nunber and
| ocation of all proposed public works or inprovenents

[within the district], including all residential,

commercial or industrial devel opnent and revitalizati on

i mprovenents.

(ii) An economc feasibility study of the project
and the fiscal effects on the nunicipal tax base.

(ti1) A detailed list of estimated project costs.

(iv) A description of the nethods of financing al

estimated project costs and the tine when rel ated costs
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1 or nonetary obligations are to be incurred.

2 (v) A map showi ng existing uses and conditions of

3 real property in the district.

4 (vi) A map show ng proposed inprovenents and uses

5 t her ei n.

6 (vii) Proposed changes of any zoning ordi nance,

7 mast er plan, map, building code or ordinance.

8 (viii) A list of estinmated nonproject costs.

9 (ix) A statenment of a proposed nethod for the

10 rel ocation of famlies, persons and busi nesses to be

11 tenporarily or permanently displaced from housing or

12 commercial facilities in the project area by

13 i npl enentation of the plan.

14 * x *

15 (6) In order to create a district and adopt a project

16 pl an, the governing body of the nmunicipality which wll

17 create the tax increment district shall adopt, not earlier
18 than three weeks after the public hearing described in

19 par agr aph (5) has been held, a resolution or ordi nance which:
20 (i) Describes the boundaries of a tax increnent
21 district with sufficient definiteness to identify with
22 ordi nary and reasonable certainty the territory incl uded.
23 The governi ng body shall take care that the boundaries
24 i nclude only those whole units of property assessed for
25 general property tax purposes.
26 (i1i) Creates the district as of a given date. A tax
27 increnent district may exist for a period not to exceed
28 20 years, unless an anendnent is nmade to the project plan
29 under paragraph (8).
30 (iii) Assigns a nanme to the district for
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tification purposes.
(iv) Contains findings that, anong other things:

(A) The district is a contiguous geographic area
wi thin a redevel opnent area.

(B) The inprovenent of the area is likely to
enhance significantly the value of substantially al
of the other real property in the district. It is not
necessary to identify the specific parcels neeting
this criterion.

(C The aggregate val ue of equalized taxable
property of the district, plus all existing tax
increment districts, does not exceed 10% of the total
val ue of equalized taxable property within the
muni ci pality.

(D) The area conprising the district as a whole
has not been subject to adequate growth and
devel opnent through investnent by private enterprise
[and] or would not reasonably be anticipated to be

adequat el y devel oped or further devel oped w thout the

adoption of the plan.

(E) A feasible nethod exists for the
conpensation of individuals, famlies and snal
busi nesses that will be displaced by the project and
for their relocation to decent, safe and sanitary
dwel I i ng accommobdations within their means, w thout
undue hardship to such individuals, famlies and
busi nesses.

(F) The project plan confornms to the nunici pal
or county master plan, if any.

(G The project plan will afford maxi num
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opportunity, consistent with the sound needs of the
community as a whole, for the rehabilitation or
redevel opnent of the tax increnment district by
private enterprise.

(H The district is a blighted area contai ni ng
characteristics of blight as described in the U ban
Redevel opnent Law and the project to be undertaken is
necessary to elimnate such conditions of blight[.]

or, in the alternative, conditions exi st such that

the district exhibits indications of incipient blight

or the potential for blight and the project is

necessary to prevent the area from beconing a

bli ghted area.

* * %

Section 6. Determination of tax increment and tax increment
base.

* %k

(b) Determ nation of base.--Upon application in witing by
the finance officer of the municipality which created the
district, the assessor for that nunicipality shall determ ne,
according to its best judgnment fromall sources available to it,
the full aggregate narket value of the taxable property in the

district[, which aggregate valuation constitutes the tax

i ncrenent base of the district.] as of the date on which the

district was created. In a district where a sales tax is | evied

by the governi ng body and in which positive tax increnents

therefromare to be a part of the project plan, the Departnent

of Revenue shall furnish the finance officer upon request the

anount of taxable sales, rentals and services of taxpayers

within the district for the | ast cal endar year or the | ast
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avai |l abl e 12-nonth period to which the sales tax of the

Commpnweal th is then applicable. Notw thstandi ng the foregoing,

the finance officer of the municipality may deterni ne the sal es

tax base or any other tax increnent base contenpl ated hereby in

any nmanner which is reasonabl e and prudent and neets sound

busi ness practi ce.

* * %

Section 7. Allocation of positive tax increnents.

(a) Allocation of positive tax increnments.--Positive tax
increments of a tax increnment district shall be allocated to the
i ssuing authority for each year fromthe date when the district
is created until that time, after the conpletion of all [public]
i nprovenents specified in the plan or amendnents thereto, when
the issuing authority has received aggregate tax increnents of
the district in an anmount equal to the aggregate of al
expendi tures made or nonetary obligations incurred for project
costs for the district, including the paynment of tax increnent
bonds or notes.

* %k

Section 3. The act is anmended by adding a section to read:

Section 9. 1. Rul es and requl ati ons.

The Secretary of Commerce shall, in the manner provi ded by

| aw, pronul gate the rules and regul ati ons necessary to carry out

this act. These requl ations shall not apply to projects

commenced prior to the effective date of this section.

Section 4. This act shall take effect imedi ately.
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