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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 1412 %%

| NTRODUCED BY PI PPY, A WLLIAMS, PUNT, PILEGE, O PAKE, HUGHES,
RAFFERTY, KITCHEN, GORDNER, ORI E, COSTA, D. WH TE, ERI CKSON
AND ROBBI'NS, MAY 14, 2008

REFERRED TO FI NANCE, MAY 14, 2008

AN ACT

1 Anending the act of Cctober 6, 1998 (P.L.705, No.92), entitled,
2 as anmended, "An act providing for the creation of keystone

3 opportunity zones and keystone opportunity expansion zones to
4 foster econom c opportunities in this Commonwealth, to

5 facilitate econom c devel opnment, stinulate industrial,

6 commercial and residential inprovenents and prevent physical
7 and infrastructure deterioration of geographic areas within
8 this Commonweal t h; aut hori zi ng expendi tures; providing tax

9 exenptions, tax deductions, tax abatenents and tax credits;
10 creating additional obligations of the Comobnweal th and | ocal
11 governmental units; and prescribing powers and duties of

12 certain State and | ocal departnents, agencies and officials,"”
13 defining "unoccupi ed parcel™; providing for extensions for

14 unoccupi ed parcels, for additional keystone opportunity

15 expansi on zones and for substitution of parcels outside a

16 subzone; and further providing for sales and use tax and for
17 corporate net incone tax.

18 The General Assenbly of the Conmonweal th of Pennsyl vani a

19 hereby enacts as foll ows:

20 Section 1. Section 103 of the act of Cctober 6, 1998

21 (P.L.705, No.92), known as the Keystone Qpportunity Zone,

22 Keystone Qpportunity Expansion Zone and Keystone Qpportunity

23 I nprovenment Zone Act, is anmended by adding a definition to read:
24 Section 103. Definitions.

25 The foll ow ng words and phrases when used in this act shal
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have the neanings given to themin this section unless the

context clearly indicates otherw se:

* * %

"Unoccupi ed parcel." A parcel with no qualified business

| ocated thereon that has received certificati on under section

307.

Section 2. The act is anmended by addi ng sections to read:

Secti on 301. 3. Ext ensi on for unoccupi ed parcel s.

(a) Extension.--The departnent may approve the extensi on of

all tax exenptions, deductions, abatenents or credits authorized

under this part for any unoccupi ed parcel in a keystone

opportunity subzone, keystone opportunity expansi on zone or

keyst one opportunity i nprovenent zone that i s unoccupi ed on the

effective date of this section for a period of seven years from

the expiration date of the zone. The extensi on may not be

extended to a parcel that is certified on the basis of being

underutili zed.

(b) Real estate tax abatenent.--The owner of an unoccupi ed

parcel in a keystone opportunity zone, keystone opportunity

expansi on zone or keystone opportunity i nprovenment zone that has

expired but that receives an extensi on of tax abatenent

eligibility following the original expiration date of the

keyst one opportunity zone, keystone opportunity expansi on zone

or keystone opportunity i nprovenment zone under subsection (a)

shall not receive an abatenent of real property tax until the

par cel becones occupi ed or devel oped.

(c) Application.--In order to extend the tax benefits for

unoccupi ed parcel s under subsection (a), the departnment nust

receive an application froma political subdivision or its

desi gnee no later than July 31, 2009. The applicati on nust
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contain the informati on required under section 302(a)(1), (2),

(3), (5) and (6). The application nmust include all ordi nances,

resol utions or other required action adopted by all political

subdi vi sions in which the unoccupi ed parcel is | ocated adopti ng

the extension of all tax exenpti ons, deducti ons, abatenents and

credits authorized under Chapter 7. The departnment, in

consultation with the Departnent of Revenue, shall review the

application and, if approved, issue a certification of all tax

exenpti ons, deducti ons, abatenents or credits under this part

for the unoccupi ed parcel within three nonths of receipt of the

application. The certification shall be effective on the day

followi ng the expiration date of the existing subzone.

(d) Applications for certain zones.--For a keystone

opportunity zone that expires Decenber 31, 2008, an application

may be subnmitted to the departnent to tenporarily delay the

expiration of the exenpti ons, deducti ons, abatenents and credits

for the zone until June 30, 2009. The applicati on nust be

subm tted by Novenber 30, 2008, and i nclude all ordi nances,

resol utions or other required action fromall affected political

subdi vi si ons approvi ng the requested delay in the expiration of

t he keystone opportunity zone. |If the expiration of a keystone

opportunity zone is del ayed under this subsection, a political

subdi vision or its designee may apply for an extensi on under

subsection (a). |If an extension is granted under subsection (a),

t he extension shall be deened to be effective January 1, 2009.

(e) Paynents in lieu of taxes.--A business nay not provide

any paynent in lieu of taxes or other paynent, qift,

rei nbursenent, fee or other renuneration to a political

subdi vi sion i n exchange for the approval of the extension of a

subzone under subsection (c) which is not otherw se required by
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(f) Expiration.--Al extensions of an unoccupi ed parcel

certified under this section shall expire no | ater than seven

vears following the effective date of certification.

Section 301.4. Additional keystone opportunity expansi on zones.

(a) Establishnent. --

(1) In addition to any desi gnati ons under section 301.1,

t he department nay, by Decenber 31, 2009, designate up to
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seven additi onal keystone opportunity expansi on zones in

10 accordance with this section. Each additional keystone

11 opportunity expansion zone shall:

12 (i) Not be less than ten acres in size, unless

13 contiguous to an existing zone.

14 (ii) Not exceed, in the aggregate, a total of 350
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16 (iii) Be conprised of parcels that neet any of the
17 following criteria:

18 (A) Are deteriorated, underutilized or

19 unoccupi ed on the effective date of this clause.

20 (B) Are occupied by a business that:

21 (1) Creates or retains at least 1,400 full-
22 time jobs in this Conmonwealth within three years
23 of the designation of the keystone opportunity
24 expansi on_zone; and

25 (Il) Makes a capital investnent of at | east
26 $750, 000,000 in the additional keystone

27 opportunity enhancenent zone within three years
28 of the designation of the keystone opportunity
29 expansi on_zone.

30 (2) The departnent shall imediately notify political
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subdi visions | ocated within the area desi gnat ed.

(b)Y Authorization.--Persons and busi nesses within an

addi ti onal keystone opportunity expansi on zone aut hori zed under

subsection (a) shall be entitled to all tax exenptions,

deducti ons, abatenents or credits set forth under this part for

a period of ten years begi nning January 1, 2010 and endi ng on

Decenber 31, 2020.

(c) Application.--In order to receive a desi gnati on under

subsection (a), the departnment nust recei ve an application from

a political subdivision or its designee no |ater than May 1,

2009. The application nust contain the information required

under section 302(a)(1), (2), (3), (5) and (6). The application

must i nclude all ordi nances, resol uti ons or other required

acti on adopted by all political subdivisions in which the

keyst one opportunity expansi on zone is | ocated adopting the

extension of all tax exenptions, deducti ons, abatenments and

credits authorized under Chapter 7. The departnment, in

consultation with the Departnent of Revenue, shall review the

application and, if approved, issue a certification of all tax

exenpti ons, deducti ons, abatenents or credits under this part

for the additi onal keystone opportunity expansi on zone w thin

three nonths of receipt of the application. The departnent shal

act on an application under this subsecti on by June 30, 2009.

(d) Paynents in lieu of taxes.--A business nay not provide

any paynent in lieu of taxes or other paynent, qift,

rei nbursenent, fee or other renuneration to a political

subdi vi sion in exchange for the approval of the extension of a

subzone under subsection (c) which is not otherw se required by

| aw.

Section 301.5. Substitution of parcels outside a subzone.
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(a) Approval.--1f a portion of an existing subzone i s

affected by a governnental prohibition of an environnental

nature whi ch has a substanti al adverse effect on devel opnent,

the departnment nmy approve a substitution of other parcels for

those affected acres in the existing subzone, creating a new

subzone if the new subzone is substantially simlar in acreage

size and is within five mles and in the same county as the

ori gi nal subzone.

(b) Application and approval .--Applications to substitute

parcels under this section shall be made to the departnment no

| ater than May 31, 2009. Applications under this secti on shal

be nade to the departnent in accordance with section 302(a)(1),

(2), (3), (5) and (6). The departnment shall certify the

substituti ons by June 30, 2009.

Section 3. Section 511 of the act, anended Decenber 9, 2002
(P.L.1727, No.217), is anended to read:
Section 511. Sales and use tax.

(a) Exenption.--Sales at retail of services or tangible
personal property, other than notor vehicles, to a qualified

busi ness or a constructi on contractor pursuant to a construction

contract with a qualified business, for the exclusive use,

consunption and utilization of the tangi ble personal property or

service by the qualified business or the construction contractor

at [its] the qualified business's facility located within a

subzone, inprovenment subzone or expansi on subzone are exenpt
fromthe sales and use tax inposed under Article Il of the Tax
Ref orm Code of 1971. No person shall be allowed an exenption for
sal es conducted prior to designation of the real property as
part of a subzone or expansion subzone.

[(b) Construction contracts.--For any construction contract
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performed in a subzone, inprovenent subzone or expansion
subzone, the exenption provided in subsection (a) shall only
apply to the sale at retail or use of building nmachinery and
equi pnent to a qualified business, or to a construction
contractor pursuant to a construction contract with a qualified
busi ness, for the exclusive use, consunption and utilization by
the qualified business at its facility in a subzone, inprovenent
subzone or expansi on subzone. For the purposes of the subzone,
i nprovenent subzone or expansion subzone exenption, building
machi nery and equi prnent shall include distribution equi prment
pur chased for the exclusive use, consunption and utilization in
a subzone, inprovenent subzone or expansion subzone facility.]

Section 4. Section 515(d) introductory paragraph and (3) of
the act, anended Decenber 23, 2003 (P.L.360, No.51), are anended
to read:
Section 515. Corporate net incone tax.

* %k

(d) Incone apportionnent.--The taxable incone of a
corporation that is a qualified business shall be apportioned to
t he subzone, inprovenent subzone or expansi on subzone by
mul ti plying the Pennsyl vani a taxable income by a fraction, the
numer ator of which is the property factor plus the payrol
factor [plus the sales factor] and the denom nator of which is
[three] two, in accordance with the foll ow ng:

* %
[(3) The sales factor is a fraction, the nunerator of

which is the total sales of the taxpayer in the subzone,

i nprovenent subzone or expansi on subzone during the tax

period and the denom nator of which is the total sales of the

taxpayer in this Conmonweal th during the tax period.
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(1) Sales of tangible personal property are in the
subzone, inprovenment subzone or expansion subzone if the
property is delivered or shipped to a purchaser that
t akes possession within the subzone, inprovenent subzone
or expansi on subzone regardl ess of the F.O. B. point or
ot her conditions of the sale.

(i1i) Sales other than sales of tangi ble personal
property are in the subzone, inprovenent subzone or
expansi on subzone if:

(A) the income-producing activity is perforned
in the subzone, inprovenent subzone or expansion
subzone; or

(B) the income-producing activity is perforned
both within and wi thout the subzone, i nprovenent
subzone or expansi on subzone and a greater proportion
of the income-producing activity is performed in the
subzone, inprovenment subzone or expansion subzone
than in any other |ocation, based on costs of

per f or mance. |

*

Section 5. The anendnent of section 515 of the act shall

apply to taxabl e years begi nning after Decenber 31, 2008.

Section 6. This act shall take effect in 60 days.
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