PRI OR PRI NTER S NOS. 2065, 2141 PRINTER S NO. 2266

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
ROBBINS, C. WLLIAMS AND REGOLA, MNAY 14, 2008

AS AVENDED ON THI RD CONSI DERATI ON, JUNE 27, 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, for substitution of parcels outside a

16 subzone and for paynents; prohibiting illegal alien |abor in
17 zones; and further providing for sales and use tax, for

18 corporate net incone tax and for | ocal earned inconme net

19 profits taxes, LOCAL SALES AND USE TAX and business privilege <—
20 t axes.

21 The General Assenbly of the Conmonweal th of Pennsyl vani a
22 hereby enacts as follows:

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

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

25 Keystone Qpportunity Expansi on Zone and Keystone Qpportunity

26 | nprovenment Zone Act, is amended by adding a definition to read:
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Section 103. 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:

* * %

"Unoccupi ed parcel." A parcel that is not occupi ed on the

effective date of this definition. Construction activity on a

parcel shall not constitute occupati on of the zenre PARCEL

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 an application

for—extension—of TO EXTEND t he exenpti ons, deducti ons,

abatenents and credits under this seetien ACT as foll ows:

(1) One of the foll ow ng:

(i) For a parcel in a keystone opportunity zone,

keyst one opportunity expansi on zone or keystone

opportunity i nprovenent zone that is an unoccupi ed parcel

on the effective date of this section, for a period of

seven vears fromthe expiration date of the zone. Fhe
) I W Lt )
L fied Lel he_bas e bei | L 1

(ii) For a parcel in a keystone opportunity zone or

keyst one opportunity expansi on zone that i s an unoccupi ed

parcel on the effective date of this section, for a

period of ten years fromthe date of occupancy, provi ded

that the parcel is occupied on or before Decenber 31,

2015. Fhe—extension—may hot—be approved for—a parcel—that
. L fied Lel he_bas e bei | L 1

(2) The extension of exenptions, deductions, abatenents

or credits authorized under this secti on, EXCEPT EXEMPTI ONS

2008051412B2266 - 2 -
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FOR SALES AND USE TAX UNDER SECTI ON 511(A) OR 705(A), shal

take effect only upon occupancy.

(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 subsecti on (a)

shall not receive an abatenent of real property tax until the

par cel becones occupi ed or devel oped.

(c) Application.--+r EXCEPT _AS PROVI DED I N SUBSECTI ON (D), <—

IN order to extend the tax benefits for unoccupi ed parcel s under

subsection (a), the departnment nust receive an application from

a political subdivision or its designee no |ater than July—31- <—

JUNE 30, 2009. The applicati on nust contain the i nfornmation <—

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

application nmust include all ordi nances, resol uti ons or other

requi red action adopted by all political subdivisions in which

t he unoccupi ed parcel is | ocated adopti ng the extensi on of al

t ax exenpti ons, deductions, abatenents and credits authorized

under Chapter 7. The departnent, in consultation with the

Depart nent of Revenue, shall review the application and, if

approved, issue a certification of all tax exenptions,

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.

(c.1) Application for licensed facilities within cities of

first class.--No person shall be eligible to apply for any tax

2008051412B2266 - 3 -
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exenpti on, deducti on, abatenent, credit or other tax benefit

under this act or the act of Decenber 1, 1977 (P.L.237, No.76),

known as the Local Econonic Revitalizati on Tax Assi stance Act,

for any parcel within a city of the first class that is

contiguous with a navigable waterway, if the parcel is to be

used in whole or in part for a licensed facility as defined in 4

Pa.C.S. § 1103 (relating to definitions) unless the foll owi ng

condi ti ons have been sati sfi ed:

(1) the applicant has obtai ned an easenent, ri ght- of -

way, license or | ease pursuant to an act of the General

Assenbly, enacted following the effective date of this

subsection, for the use, occupancy or devel opment of the

conti guous subnerged | ands; and

(2) the applicant has nade paynent to the Conmpbnweal t h

for the use, occupancy or devel opnent of the conti guous

subnerged | ands in an anpunt established by the General

(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. THE DEPARTMENT SHALL CERTIFY THE <—

DELAY I N THE EXPI RATI ON BY DECEMBER 31, 2008. If the expiration

of a keystone opportunity zone is del ayed under this subsecti on,

a political subdivision or its desi gnee may apply for an

ext ensi on ypder—subsection{a)y PURSUANT TO SUBSECTI ON (O, <—

2008051412B2266 - 4 -
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PROVI DED THAT THE APPLI CATI ON SHALL BE SUBM TTED BY MAY 1, 2009,

AND APPROVED BY THE DEPARTMENT NO LATER THAN JUNE 30, 2009. If

an extension is granted under subsection & (O, the extension <—

shall be deened to be effective January 1, 2009.

(e) Expiration.--Al extensions of an unoccupi ed parcel

certified under subsection (a)(1)(i) shall expire no |l ater than

seven vears following the expirati on date of the exi sting

keyst one opportunity zone, keystone opportunity expansi on zone

or keystone opportunity i nprovenment zone. Al extensions of an

unoccupi ed parcel certified under subsection (a)(1)(ii) shal

expire no later than ten years follow ng the date of occupancy

of the unoccupi ed parcel uynder—subsection{ec). <—

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 departnment nay—by—Decenrber—31—2009- designate up to 15 <—

addi ti onal keystone opportunity expansi on zones i n accordance

with this section. Each additi onal keystone opportunity

expansi on zone shal l:

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

conti guous to an exi sting zone.

(ii) Not exceed, in the aggregate, a total of 350

(iii) Be conprised of parcels that neet any of the

followi ng criteri a:

(A) Are deteriorated, underutilized or

unoccupi ed on the effective date of this cl ause.

(B) Are occupied by a business that:

(1) Creates or retains at |least 1,400 full -

tine jobs in this Commponwealth within three years

2008051412B2266 - 5 -
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of the designati on of the keystone opportunity

expansi on zone; and

(11) WMakes a capital investnent of at | east

$750, 000, 000 in the additi onal keystone

opportuni ty enhancenent zone within three vyears

of the designati on of the keystone opportunity

expansi on zone.

(2) The departnent shall inmediately notify political

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 ACT, <—

EXCEPT EXEMPTI ONS FOR SALES AND USE TAX UNDER SECTION 511(A) OR

705(A), for a period of ten years beqgi nning January 1, 2010 and

endi ng on_Decenber 31, 2020. EXEMPTIONS FOR SALES AND USE TAXES <—

UNDER SECTI ONS 511 AND 705 SHALL COWVMENCE UPON DESI GNATI ON OF

THE ZONE _BY THE DEPARTMENT.

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

subsection (a), the departnment nust receive 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), 235> (2)(1) AND (1 X) and (6). <—

The applicati on nust include all ordi nances, resol uti ons or

other required acti on adopted by all political subdivisions in

whi ch the keystone opportunity expansi on zone is | ocated

adoptingtheextensionofall PROVIDING THE tax exenpti ons, <—

deducti ons, abatenents and credits authori zed under Chapter 7.

The departnment, in consultation with the Departnent of Revenue,

shall review the application and, if approved, issue a

2008051412B2266 - 6 -



certification of all tax exenptions, deductions, abatenents or

credits under this part for the additi onal keystone opportunity

expansi on zone within three nonths of receipt of the

application. The departnent shall act on an applicati on under

this subsecti on by June 30, 2009.

(D) PROHI BITI ON. - - THE DEPARTMENT SHALL BE PROCHI BI TED FROM

DESI GNATI NG ANY_PARCEL OF LAND WTHIN A A TY OF THE FI RST CLASS

AS A KEYSTONE OPPORTUNI TY ZONE, KEYSTONE OPPORTUNI TY EXPANSI ON

© o0 N oo o A~ wWw N P

ZONE, KEYSTONE OPPORTUNI TY | MPROVEMENT ZONE OR A KEYSTONE

=Y
o

OPPORTUNI TY | NNOVATI ON ZONE | F ANY PROJECT | NVOLVI NG A PARCEL,

=
=

WTH N A 1, 001- FOOT RADI US_AS MEASURED FROM THE CENTER OF THE

=
N

PROPOSED PARCEL_ TO BE DESI GNATED, HAS RECEI VED OR HAS BEEN

=
w

DESI GNATED TO RECEI VE I N EXCESS OF $20, 000, 000 I N FUNDI NG FROM

H
o

THE COVMONWEALTH WTHI N THE LAST FOUR YEARS. THE DEPARTMENT

=Y
(63}

SHALL BE PRCH Bl TED FROM PROVI DI NG ANY_ STATE FI NANCI AL

=Y
(e}

ASSI STANCE, | NCLUDI NG LOANS, GRANTS OR ANY TAX ABATEMENTS,

=
\l

CREDI TS, DEDUCTI ONS OR EXEMPTI ONS PROVI DED UNDER THI S ACT OR ANY

=Y
oo

OTHER STATE LAWTO A PARCEL LOCATED WTHI N THE AREA DESCRI BED I N

=
O

TH' S SUBSECTI ON NOR SHALL THE DEPARTMENT OR THE GOVERNI NG BODY

N
o

OF THE A TY OF THE FIRST CLASS PROVI DE_ANY TAX EXEMPTI ON,

N
=

DEDUCTI ON, ABATEMENT, CREDIT OR OTHER TAX BENEFI T UNDER THE ACT

N
N

OF DECEMBER 1, 1977 (P.L.237, NO. 76), KNOW AS THE LOCAL

N
w

ECONOM C REVI TALI ZATI ON TAX ASSI STANCE ACT, FOR ANY PRQJECT

N
~

I NVOLVI NG A PARCEL LOCATED WTH N THE AREA DESCRIBED IN THI' S

N
(63}

SUBSECTI ON.

N
(e}

SECTI ON 301.5. EXPANSI ON FOR NEW PARCELS.

N
~

(A)  EXPANSION.--A POLITICAL SUBDI VI SION OR I TS DESI GNEE MNAY

N
oo

APPLY FOR AN EXPANSI ON TO ADD UP TO 15 ACRES OF DETERI ORATED

N
(o]

PROPERTY TO AN EXI STI NG KEYSTONE OPPORTUNI TY EXPANSI ON ZONE,

30 KEYSTONE COPPORTUNI TY | MPROVEMENT ZONE OR A SUBZONE OF A KEYSTONE

2008051412B2266 - 7 -
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OPPORTUNI TY ZONE FOR PARCELS THAT ARE CONTI GUOUS TO THE EXI STI NG

ZONE OR SUBZONE.

(B) APPLI CATION.--I N ORDER TO RECEI VE A DESI GNATI ON UNDER

TH' S SECTI ON, THE DEPARTMENT MJUST RECEI VE AN APPL| CATI ON FROM A

POLI TI CAL _SUBDI VI SION OR | TS DESI GNEE NO LATER THAN DECEMBER 31,

2008. THE APPLI CATI ON MUST CONTAI N THE | NFORVATI ON REQUI RED

UNDER SECTI ON 302(A) (1), (2)(1) AND (I1X), (5) AND (6). THE

APPLI CATI ON MUST | NCLUDE ALL_ORDI NANCES, RESOLUTI ONS OR OTHER

REQUI RED ACTI ON ADOPTED BY ALL POLI TI CAL SUBDI VI SI ONS | N WHI CH

THE KEYSTONE OPPORTUNI TY EXPANSI ON ZONE, KEYSTONE OPPORTUNI TY

| MPROVEMENT ZONE OR A SUBZONE OF A KEYSTONE OPPORTUNITY ZONE IS

LOCATED ADCOPTI NG ALL TAX EXEMPTI ONS, DEDUCTI ONS, ABATEMENTS AND

CREDI TS AUTHORI ZED UNDER CHAPTER 7 TO THE EXPANDED AREA. THE

DEPARTMENT, | N CONSULTATI ON W TH THE DEPARTMENT OF REVENUE,

SHALL REVI EW THE APPLI CATION AND, | F APPROVED, | SSUE A

CERTI FI CATION OF_ALL TAX EXEMPTI ONS, DEDUCTI ONS, ABATEMENTS OR

CREDI TS UNDER THI S ACT FOR THE EXPANSI ON AUTHORI ZED UNDER

SUBSECTI ON (A) WTH N TWO MONTHS OF THE RECEI PT OF THE

APPL| CATI ON.

(C)  APPLI CATI ONS FOR CERTAI N ZONES. - - FOR A KEYSTONE

OPPORTUNI TY ZONE THAT EXPI RES DECEMBER 31, 2008, BUT IS SEEKI NG

AN EXTENSI ON UNDER SECTI ON 301. 3, THE APPL| CATI ON SHALL | NCLUDE

THE REQUEST FOR AN EXPANSI ON UNDER SUBSECTION (A). THE

APPLI CATI ON MJUST BE SUBM TTED BY DECEMBER 31, 2008, AND | NCLUDE

ALL ORDI NANCES, RESOLUTI ONS OR OTHER REQUI RED ACTI ON FROM ALL

AFFECTED POLI TI CAL _SUBDI VI SI ONS APPROVI NG THE ADDI TI ON OF THE

ACREACE. | F THE EXPI RATI ON OF A KEYSTONE OPPORTUNITY ZONE |'S

DELAYED UNDER THI S SUBSECTION, A POLITICAL SUBDIVISION OR I TS

DESI GNEE_ VAY APPLY FOR AN EXTENSI ON UNDER 301. 3 AND AN EXPANSI ON

UNDER THI S SECTION. | F AN EXTENSI ON | S GRANTED UNDER SECTI ON

2008051412B2266 - 8 -
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301. 3, THE EXTENSI ON AND THE EXPANS|I ON SHALL BE DEEMED TO BE

EFFECTI VE JANUARY 1, 2009.

(D) AUTHORI ZATI ON. - - PERSONS OR BUSI NESSES W THI N THE

EXPANDED AREA SHALL BE ENTI TLED TO ALL TAX EXEMPTI ONS,

DEDUCTI ONS, ABATEMENTS OR CREDI TS SET _FORTH UNDER THI S PART,

EXCEPT FOR SALES AND USE TAXES UNDER SECTION 511(A) OR 705(A),

FOR THE PERI OD SET FORTH I N SUBSECTI ON (E). EXEMPTIONS FOR SALES

AND USE TAXES UNDER SECTIONS 511 AND 705 SHALL COVIVENCE UPON

APPROVAL OF THE EXPANSI ON BY THE DEPARTIENT.

(E) EXPI RATION. - - ALL EXPANSI ONS UNDER THI S SECTI ON SHALL

EXPI RE ON THE SAME DATE AS THE KEYSTONE OPPORTUNI TY EXPANS| ON

ZONE, KEYSTONE OPPORTUNI TY | MPROVEMENT ZONE OR SUBZONE COF A

KEYSTONE OPPORTUNI TY ZONE

Section 3015 301.6. Substitution of parcels outside a subzone.

(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)Y 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.

Secti on 310. Paynment s.

The followi ng shall apply to an agreenent between a busi ness

2008051412B2266 - 9 -
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and a political subdivision entered into after the effective

date of this section in exchange for the approval of, or

otherwise relating to, the establishnent of a keystone

opportunity zone, keystone opportunity expansi on zone or

keyst one opportunity i nprovenent zone under this act, to i nclude

an extensi on under section 301.2:

(1) Except as otherwi se required or authorized by |law, a

busi ness may not provi de paynents to a political subdivision

in exchange for the approval of, or otherwi se relating to,

t he desi gnati on or extension of a keystone opportunity zone,

keyst one opportunity expansi on zone or keystone opportunity

i mprovenent zone in excess of 110% of the anpunt of real

property taxes payable to the political subdivision for the

tax year immedi ately prior to the year in which the

desi gnation or extension is granted. The limtati on on

paynents set forth under this paragraph nmay i ncrease by the

percentage i ncrease in the paynents that would occur if the

property was not exenpt from|local real property taxes.

(2) Except as provided under paragraph (3), paynents

made under paragraph (1) nay be increased based on a taxpayer

assessnent appeal or as necessary to correct any errors or

onmi ssions in the county's assessnment records. Paynments nay be

i ncreased foll owi ng a county-w de reassessnent based on

i nprovenents to the property nmade prior to the approval of

t he desi gnati on or expansi on.

(3) Paynents nmay not be increased for the duration of

t he desi gnati on or expansi on based on an increase in the

assessed val ue of property due to i nprovenents to the

property nmade subsequent to desi gnati on.

(4) Any agreenent to nake paynents under this section

2008051412B2266 - 10 -



shall be in witing and approved by a nmpjority vote of the

governi ng body of the political subdivision at a neeting that

is subject to 65 Pa.C.S. Ch. 7 (relating to open neeti ngs).

Secti on 311. Prohi bition on illegal alien | abor.

(a) GCeneral rule.--No person or business that receives a tax

exenpti on, deducti on, abatenent or credit under this act shal

knowi ngly pernmt the | abor services of an illegal alien under a

contract to which the person or business is a party in the

appl i cabl e keystone opportunity zone, keystone opportunity

expansi on zone or keystone opportunity i nprovenment zone. A

person shall be deened to have know ngly enpl oyed or know ngly

pernmitted the prohibited services if he shall have active

know edge of or have reason to know that such servi ces have been

provi ded under the contract in the applicabl e keystone

opportunity zone, keystone opportunity expansi on zone or

keyst one opportunity i nprovenent zone.

(b)Y Reinbursenent.--As a condition of the receipt of a tax

exenpti on, deducti on, abatenent or credit under this act, the

departnent or political subdivision that awards the tax

exenpti on, deducti on, abatenent of credit under this act shal

require full repaynment of the val ue or anpbunt of the tax

exenpti on, deducti on, abatenent or credit if subsection (c)

(c) Violations.--

(1) Repaynent under subsection (b) is required if any of

the foll owi ng appl y:

(i) The person or business that received the tax

exenpti on, deducti on, abatenent or credit under this act

is sentenced under Federal |aw for an offense invol ving

knowi ng use of | abor by an illegal alien under the

2008051412B2266 - 11 -
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contract in the applicabl e keystone opportunity zone,

keyst one opportunity expansi on zone or keystone

i mprovenent zone.

(ii) A1l of the foll ow ng apply:

(A) A contractor to a person or business that

recei ved the tax exenpti on, deducti on, abatenent or

credit under this act i s sentenced under Federal | aw

for an offense invol ving knowi ng use of | abor by an

illegal alien on the contract.

(B) The person knew or had reason to know of the

contractor's knowi nqg use of |abor by an illegal alien

on the contract.

(2) Any person who is required to repay the depart nent

or political subdivision under this section shall be

ineligible to apply for any tax exenpti on, deducti on,

abatenent or credit under this act for a period of two years.

(3) It shall be an affirnati ve defense to a viol ati on of

this section, if the person or business contracts with a

contractor to provide | abor under the contract in the

appl i cabl e keystone opportunity zone, keystone opportunity

expansi on zone or keystone opportunity inprovenent zone and

establi shes that the person has required the contractor to

certify conpliance with the requi renents of section 274A of

the I nmm grati on Reform and Control Act of 1986 (Public Law

99-603, 8 U.S.C. § 1324A) with respect to the hiring,

recruiting or referral for enploynent of an alien in the

United States and has notified the appropri ate Federal

authority, if the person knew that the contractor used | abor

by an illegal alien.

(d) Definition.--As used in this section, "illegal alien"

2008051412B2266 - 12 -
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means a noncitizen of the United States who i s viol ati ng Feder al

imm gration laws and i s providi ng conpensated | abor within this

Commpnweal t h.

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, | andowner or |essee for the

excl usive use, consunption and utilization of the tangible
personal property or service by the qualified businessy

Landowner—or—essee—orthe constructioncontractor at [its] the

gualified business's, |landowner's or lessee's facility | ocated

wi thin a subzone, inprovenent subzone or expansi on subzone are
exenpt fromthe sales and use tax inposed under Article Il of
t he Tax Reform Code of 1971. No person shall be allowed an
exenption for sales conducted prior to designation of the real
property as part of a subzone or expansi on subzone.

[(b) Construction contracts.--For any construction contract
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 nachinery 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 prent shall include distribution equi prment

2008051412B2266 - 13 -
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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.

* %

(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 at or 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.

(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

2008051412B2266 - 14 -
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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. |
* %k
Section 5. Section 703 of the act is anmended by adding a
subsection to read:
Section 703. Local earned income and net profits taxes;
busi ness privil ege taxes.

* * %

(g) Determ nation of exenption.--For the purposes of

deterni ni ng an exenpti on under this section, a tax on or

measured by any of the following shall be attri buted to busi ness

activity conducted within a subzone, inprovenent zone or

expansi on zone by appl yving the apporti onnent factors under

section 515(d):

(1) Business gross receipts.

(2) G oss or net incone.

(3) Goss or net profits.

Section—6—TFhe anendrentof sections—515 <—

SECTION 6. SECTION 705 OF THE ACT, AMENDED DECEMBER 9, 2002 <—
(P.L.1727, NO. 217), |'S AMENDED TO READ:
SECTI ON 705. LOCAL SALES AND USE TAX

(A) CGENERAL RULE.--THE POLI TI CAL SUBDI VI SI ON SHALL EXEMPT
SALES AT RETAIL OF SERVI CES OR TANG BLE PERSONAL PROPERTY,

2008051412B2266 - 15 -
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EXCEPT MOTOR VEHI CLES, TO A QUALI FI ED BUSI NESS OR A CONSTRUCTI ON

CONTRACTOR PURSUANT TO A CONSTRUCTI ON CONTRACT WTH A QUALI FI ED

BUSI NESS, LANDOMWNER OR LESSEE FOR THE EXCLUSI VE USE, CONSUMPTI ON

AND UTI LI ZATI ON OF THE TANG BLE PERSONAL PROPERTY OR SERVI CE BY
THE QUALI FI ED BUSI NESS AT [ITS] THE QUALI FI ED BUSI NESS' S,

LANDOMER S OR LESSEE' S FACI LI TY LOCATED W THI N A SUBZONE,

| MPROVEMENT SUBZONE OR EXPANS|I ON SUBZONE FROM A CI TY OR COUNTY
TAX ON PURCHASE PRI CE AUTHORI ZED UNDER ARTI CLE XXXI-B OF THE ACT
OF JULY 28, 1953 (P.L.723, NO 230), KNOW AS THE SECOND CLASS
COUNTY CODE, AS AMENDED, AND THE ACT OF JUNE 5, 1991 (P.L.9,

NO. 6), KNOAWN AS THE PENNSYLVANI A | NTERGOVERNVENTAL COOPERATI ON
AUTHORI TY ACT FOR CI TIES OF THE FI RST CLASS, AS AMENDED. NO
EXEMPTI ON MAY BE GRANTED FOR SALES OCCURRI NG PRI OR TO

DESI GNATI ON OF THE REAL PROPERTY AS PART OF A SUBZONE OR

EXPANSI ON SUBZONE.

(B) [ CONSTRUCTI ON CONTRACTS. - - FOR ANY CONSTRUCTI ON CONTRACT
PERFORMED | N A SUBZONE, | MPROVEMENT SUBZONE OR EXPANSI ON
SUBZONE, THE EXEMPTI ON PROVI DED I N SUBSECTI ON (A) SHALL ONLY
APPLY TO THE SALE AT RETAIL OR USE OF BU LDI NG MACH NERY AND
EQUI PMENT TO A QUALI FI ED BUSI NESS, OR TO A CONSTRUCTI ON
CONTRACTOR PURSUANT TO A CONSTRUCTI ON CONTRACT W TH A QUALI FI ED
BUSI NESS, FOR THE EXCLUSI VE USE, CONSUMPTI ON AND UTI LI ZATI ON BY
THE QUALI FI ED BUSI NESS AT | TS FACILITY I N A SUBZONE, | MPROVEMENT
SUBZONE OR EXPANS|I ON SUBZONE. FOR THE PURPCSES OF THE SUBZONE,

I MPROVEMENT SUBZONE OR EXPANS|I ON SUBZONE EXEMPTI QN, BUI LDI NG
MACHI NERY AND EQUI PMENT SHALL | NCLUDE DI STRI BUTI ON EQUI PMENT
PURCHASED FOR THE EXCLUSI VE USE, CONSUMPTI ON AND UTI LI ZATION I N
A SUBZONE, | MPROVEMENT SUBZONE OR EXPANSI ON SUBZONE FACI LI TY. ]

( RESERVED) .

(© DEFIN TION. --SALES AT RETAIL OF TANG BLE PERSONAL

2008051412B2266 - 16 -



PROPERTY AND SERVI CES SHALL BE DEFI NED | N ACCORDANCE W TH

ARTICLE I'l OF THE TAX REFORM CODE OF 1971.

1
2
3 SECTI ON 7.
4 shall apply to
5

Secti on # 8.

THE AVENDMENT OF SECTI ONS 515 and 703 of the act
t axabl e years begi nning after Decenber 31, 2008.

This act shall take effect in 60 days.
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