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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2498 %%

| NTRODUCED BY GLADECK, ARGALL, GRU TZA, ADOLPH, ALLEN, BARRAR,
BELFANTI, CALTAG RONE, CHADW CK, CLYMER, L. |. COHEN
M COHEN, DAl LEY, DALEY, DEMPSEY, FI CHTER, GEI ST, GODSHALL
HARHAI , HASAY, HENNESSEY, HERMAN, HERSHEY, MAHER, MAJOR,
MG LL, Ml LHATTAN, PESCI, ROBERTS, RUBLEY, SAYLOR, SEYFERT,
STEELMAN, E. Z. TAYLOR, TRELLO TRUE, WLT, WOINARCSKI,
YOUNGBLOOD, PI PPY, HORSEY, MARSI CO, THOVAS, MANN AND
WASHI NGTON, MAY 2, 2000

AS RE- REPORTED FROM COW TTEE ON APPROPRI ATI ONS, HOUSE OF
REPRESENTATI VES, AS AMENDED, OCTOBER 2, 2000

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

16
17
18
19
20
21

AN ACT

Amendi ng the act of October 6, 1998 (P.L.705, No.92), entitled
"An act providing for the creation of keystone opportunity
zones to foster econom c opportunities in this Conmonwealth,
to facilitate econom c devel opnent, stinulate industrial,
commercial and residential inprovenents and prevent physical
and infrastructure deterioration of geographic areas within
this Cormmonweal t h; aut hori zi ng expendi tures; providing tax
exenptions, tax deductions, tax abatenments and tax credits;
creating additional obligations of the Comonweal th and | ocal
governmental units; and prescribing powers and duties of
certain State and | ocal departnents, agencies and officials,"”
provi di ng for keystone opportunity expansi on zones and
related matters AND FOR AUTHORI ZED EXPENDI TURES; FURTHER
PROVI DI NG FOR ADDI TI ONAL TAX EXEMPTI ONS, TAX DEDUCTI ONS, TAX
ABATEMENTS AND TAX CREDI TS; and meki ng a repeal

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

Section 1. The title of the act of Cctober 6, 1998 (P.L. 705,
No. 92), known as the Pennsyl vani a Keystone Qpportunity Zone Act,
is amended to read:

AN ACT

<—



Providing for the creation of keystone opportunity zones and

keyst one opportunity expansi on zones to foster econom c

opportunities in this Coomonwealth, to facilitate economc

devel opnent, stinulate industrial, commercial and residential

1

2

3

4

5 i nprovenents and prevent physical and infrastructure

6 deterioration of geographic areas within this Comobnweal t h;
7 aut hori zi ng expenditures; providing tax exenptions, tax

8 deductions, tax abatenents and tax credits; creating

9 addi ti onal obligations of the Comonweal th and | ocal

10 governnmental units; and prescribing powers and duties of

11 certain State and | ocal departnments, agencies and officials.
12 Section 2. Sections 101, 102, 103 and 301 of the act are
13 amended to read:

14 Section 101. Short title.

15 This act shall be known and may be cited as the

16 [Pennsyl vania] Keystone Qpportunity Zone and Keystone

17 Opportunity Expansi on Zone Act.

18 Section 102. Legislative findings.

19 (1) There exist in this Conmmonweal th areas of economc
20 di stress characterized by high unenpl oynent, |ow investnent
21 of new capital, inadequate dwelling conditions, blighted

22 conditions, underutilized, obsolete or abandoned industrial,
23 commercial and residential structures and deteriorating tax
24 bases.

25 (2) These areas require coordinated efforts by private
26 and public entities to restore prosperity and enable the

27 areas to make significant contributions to the econom c and
28 social life of this Commonweal t h.

29 (3) Long-termecononic viability of these areas requires
30 t he cooperative involvenent of residents, businesses, State
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and |l ocal elected officials and community organi zations. It
is in the best interest of the Coomonwealth to assist and

encourage the creation of keystone opportunity zones and

keyst one opportunity expansi on zones and to provi de tenporary

relief fromcertain taxes within the [keystone opportunity]
zones to acconplish the purposes of this act.
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:

"Business.” An association, partnership, corporation, sole
proprietorship, limted liability [corporation] conpany or
enpl oyer.

"Departnent.” The Departnent of Community and Economi c

Devel opnent of the Commonweal t h.

"Deteriorated property.” Any blighted, inpoverished area
containing residential, industrial, conmercial or other real
property that is abandoned, unsafe, vacant, underval ued,
underutilized, overgrown, defective, condemmed, denolished or
whi ch contains econom cally undesirable |and use. The term

i ncl udes property adjacent to deteriorated property that is

significantly underval ued and underutilized due to the proximty

of the deteriorated property.

"Domicile."” The place where a person has a true and fi xed
home and principal establishnment for an indefinite tine and to
whi ch, whenever absent, that person intends to return. Domcile
continues until another place of domcile is established.

"I NSTI TUTI ON. "

(1) EVERY BANK OPERATI NG AS SUCH AND HAVI NG CAPI TAL

STOCK VHI CH |'S | NCORPORATED UNDER ANY LAWCOF TH' S

20000H2498B4000 - 3 -
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COMVONVEALTH, UNDER THE LAW OF THE UNI TED STATES OR UNDER THE

LAW OF ANY OTHER JURI SDI CTION AND |S LOCATED WTHI N TH' S

COMVONVEEAL TH.

(2) EVERY OPERATI NG COMPANY_ HAVI NG CAPI TAL STOCK LOCATED

WTH N TH'S COMWONVEALTH HAVI NG ANY OF THE PONERS OF

COVPANI ES ENTI TLED TO THE BENEFI TS OF SECTION 29 OF THE ACT

OF APRIL 29, 1874 (P.L.73, NO 32), ENTITLED "AN ACT TO

PROVI DE FOR THE | NCORPORATI ON AND REGULATI ON OF CERTAI N

CORPORATI ONS, " _AND ANY SUPPLEMENTS THERETO AND UNDER THE ACT

OF_JUNE 27, 1895 (P.L.399, NO 286), ENTITLED "AN ACT

CONFERRI NG UPON CERTAI'N FIDELITY, | NSURANCE, SAFETY DEPGCSIT,

TRUST AND SAVI NGS COVPANI ES THE PONERS AND PRI VI LEGES OF

COVPANI ES | NCORPORATED UNDER THE PROVI SI ONS COF SECTI ON

TVWENTY- NI NE OF AN ACT, ENTITLED ' AN ACT TO PROVI DE FOR THE

| NCORPORATI ON_AND REGULATI ON OF CERTAI N CORPORATI ONS, '

APPROVED APRI L TVENTY- NI NTH, ANNO DOM NI ONE THOUSAND EIl GHT

HUNDRED AND SEVENTY- FOUR, AND OF THE SUPPLEMENTS THERETO "

(3) EVERY COVPANY ORGANI ZED AND OPERATI NG AS A BANK AND

TRUST COVPANY OR AS A TRUST COVPANY HAVI NG CAPI TAL STOCK

LOCATED IN TH S COVMONWEALTH, VWHETHER THE INSTITUTION | S

| NCORPORATED UNDER ANY LAWOF THI S COMVONWEALTH, THE LAW OF

THE UNI TED STATES OR ANY LAW OF ANY JURI SDI CTION. THE TERM

SHALL NOT | NCLUDE ANY OF SUCH COVPANIES, ALL OF THE SHARES OF

CAPI TAL _STOCK OF WHI CH, OTHER THAN SHARES NECESSARY TO

QUALI FY DI RECTORS, ARE OMNED BY A COVPANY VHICH IS LI ABLE TO

PAY TO THE COVMONVWEALTH A TAX PURSUANT TO ARTICLE VI1 OF THE

TAX REFORM CODE OF 1971.

(4) A MJTUAL THRI FT | NSTI TUTI ON.

"I NSURANCE COVPANY. " EVERY | NSURANCE COMPANY, ASSOCI ATI ON OR

30 EXCHANGE, | NCORPORATED OR ORGANI ZED BY OR UNDER THE LAWS OF THI' S
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COMVONVEALTH, THE UNI TED STATES, TERRI TORI ES, DEPENDENCI ES,

OTHER STATES OR FOREI GN GOVERNVENTS, AND ENGAGED | N TRANSACTI NG

I NSURANCE BUSI NESS OF ANY KIND OR CLASSI FI CATION WTHI N TH' S

COMVONVEALTH, EXCEPT TI TLE | NSURANCE COVPANI ES SUBJECT TO TAX

UNDER ARTICLE VII1 OR XVI OF THE TAX REFORM CODE OF 1971, AS THE

CASE MAY BE, EXCEPT PURELY MJUTUAL BENEFI Cl AL_ASSOCI ATI ONS WHOSE

FUNDS FOR THE BENEFI T OF MEMBERS AND FAM LI ES OR HEI RS ARE NMADE

UP_ENTIRELY OF THE WEEKLY, MONTHLY, QUARTERLY, SEM ANNUAL OR

ANNUAL _CONTRI BUTI ONS TO THEI R MEMBERS AND THE ACCUMULATED

| NTEREST THEREON AND CORPORATI ONS ORGANI ZED UNDER THE FORMER ACT

OF_JUNE 21, 1937 (P.L.1948, NO 378), KNOM AS THE NONPRCFI T

HOSPI TAL PLAN ACT, AND UNDER THE FORMER ACT OF JUNE 27, 1939

(P.L.1125, NO.399), KNOWN AS THE NONPROFI T MEDI CAL, OSTEOPATH C,

DENTAL AND PQCDI ATRY SERVI CE CORPORATI ON ACT.

"Keyst one opportunity expansi on zone." A defined geoqraphic

area conprised of one or nore political subdivisions or portions

of political subdivisions designated by the Departnent of

Communi ty and Econoni ¢ Devel opment under Chapter 3. A keystone

opportuni ty expansi on zone may be conpri sed of not nore than

ei ght subzones.

"Keystone opportunity zone." A defined geographic area
conprised of one or nore political subdivisions or portions of
political subdivisions designated by the Departnent of Comunity
and Econom c Devel opnment under Chapter 3. A keystone opportunity
zone nmay be conprised of not nore than 12 subzones.

“"Metropolitan statistical area.”™ A core area containing a
city with a popul ation of 50,000 or nore or a Bureau of Census
defi ned urbani zed area of 50,000 with a total metropolitan
popul ati on of at |east 100, 000.

"MUTUAL _THRI FT I NSTI TUTI ON. " EVERY

20000H2498B4000 - 5 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

(1)  SAVI NGS BANK W THOUT CAPI TAL STOCK

(2) BU LD NG AND LOAN ASSOCI ATI ON.

(3)  SAVI NGS AND LOAN ASSOCI ATl ON.

(4) SAVI NGS | NSTI TUTI ON HAVI NG CAPI TAL STOCK

VWHETHER THE MJUTUAL THRI FT I NSTI TUTI ON | S | NCORPORATED UNDER ANY

LAWOF TH S COWONWEALTH OR UNDER THE LAW OF THE UNI TED STATES,

OR I'S | NCORPORATED UNDER THE LAW OF ANY OTHER JURI SDI CTI ON_AND

IS LOCATED WTHIN TH S COVMONWEAL TH.

"Opportunity plan.” A witten plan that addresses the
criteria and neets the requirenents in section 302(a).

"Person."” Any natural person.

"Political subdivision.” A county, city, borough, township,
town or school district with taxing jurisdiction in a defined
geographic area within this Comonweal t h.

"Qualified business.” [Any business] A business er—pertion <—

thereof authorized to do business in this Commpnwealth that is

| ocated OR PARTIALLY LOCATED within a keystone opportunity zone <—

or keystone opportunity expansion zone and is engaged in the

active conduct of a trade or business in accordance with the

requi renents of section 307. An_agent, broker or representative

of a business is not engaged in the active conduct of trade or

busi ness for the busi ness.

"Qualified political subdivision.” A political subdivision

[that has been designated as] that has real property withinits

jurisdiction which has been desi gnated by the departnent AS a <—

keyst one opportunity zone or keystone opportunity expansion

"Resident.” A person who is domciled and resides in an area

that is designated a keystone opportunity zone or Kkeystone

opportunity expansi on zone and who neets the requirenents of

20000H2498B4000 - 6 -
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section 306.

"Subzone." A clearly defined geographic area containing a
m ni mum of 20 conti guous acres or a m ninmum of ten conti guous
acres in a rural area.

"Tax Reform Code of 1971." The act of March 4, 1971 (P.L.6,
No. 2), known as the Tax Reform Code of 1971, and any subsequent
amendnent s thereto.

Section 301. Keystone opportunity zones.

(a) Establishnent.--There is hereby established within the
department a program providing for the designation of portions
of this Comonweal th as keystone opportunity zones. A keystone
opportunity zone shall be conprised of deteriorated property and
shall not exceed a total of 5,000 acres.

(b) [Designation] Zone designation.--The departnent shal

designate not nore than 12 keystone opportunity zones in this
Commonweal t h. Persons and busi nesses within a designated

keyst one opportunity zone that are qualified under this act
shall be entitled to all tax exenptions, deductions, abatenents
or credits set forth in this act for a period not to exceed [12]
15 years begi nning January 1, 1999, and endi ng on or before
December 31, [2010] 2013.

(c) [Subzones] Subzone designation.--A keystone opportunity

zone may be conprised of up to 12 clearly defined subzones
[containing a m ni num of 20 contiguous acres each. The subzones
may or nmay not be contiguous to each other]. The total nunber of

[ subzones] subzone acres in a keystone opportunity zone shal

not exceed 5,000 acres in the aggregate. [The departnent may
approve the use of a subzone containing a mninmmof ten acres
in an area that is not included in a nmetropolitan statisti cal

ar ea. |

20000H2498B4000 - 7 -
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(d) Authorization for local tax exenption.--Every political
subdi vi sion within which a proposed keystone opportunity zone is
| ocat ed, whether in whole or in part, is hereby authorized to
provi de tax exenptions, deductions, abatenents or credits to
per sons and busi nesses qualified under this act. The political
subdi vi sion shall agree to provi de exenptions, deductions,
abatements or credits fromall |local taxes set forth in this act
in order to qualify to be designated a keystone opportunity zone
within that political subdivision. Except as provided in section
303(e), the exenptions, deductions, abatenents or credits shal
be effective January 1, 1999, if designation of a keystone
opportunity zone within the political subdivision is granted by
t he departnent. The exenptions, deductions, abatenents or
credits shall be binding upon the political subdivision for the
duration of the keystone opportunity zone designation.

(e) Authorization to extend State and | ocal tax exenption.--

A qualified political subdivision which does not provide for the

exenpti ons, deducti ons, abatenents or credits set forth in this

act for a period of 15 years, endi ng Decenber 31, 2013, nnay

recei ve departnental approval to extend the State and | ocal tax

relief provided by this act for the peri od endi ng Decenber 31,

2013, PROVIDED ALL QUALIFIED POLI TI CAL_SUBDI VISIONS WTH N THE <—

KEYSTONE OPPORTUNI TY ZONE AGREE TO EXTEND THE STATE AND LOCAL

TAX RELI EF_PROVI DED BY TH S ACT FOR THE PERI OD ENDI NG DECEMBER

31, 2013. A qualified political subdivision having an approved

keyst one opportunity subzone within its jurisdiction shall pass

the required ordi nance, resolutions or other required action of

the qualified political subdivision for the necessary

exenpti ons, deducti ons, abatenents or credits pursuant to this

act for the period beqgi nning after Decenber 31, 2008, and endi ng

20000H2498B4000 - 8 -
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on Decenber 31, 2013, and shall subnit copies to the departnent

of the ordi nance, resol utions or other action by December—31- <—

2000 JUNE 30, 2001. The departnent shall approve or deny the <—

request for extension of duration of a keystone opportunity zone

by February—28 JULY 31, 2001, and shall provide witten notice, <—

irrespecti ve of whether approved or denied, to each qualified

political subdivision, resident and qualified busi ness affected.

Upon approval of a request for extension of duration of a

keyst one opportunity zone, the exenpti ons, deducti ons,

abatenents or credits shall be binding upon the qualified

political subdivision as provided in subsection (d) and shall be

nonr evocabl e.

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

Secti on 301.1. Keyst one opportunity expansi on zones.

(a) Establishnent.--There is hereby established within the

departnent a program providing for the desi gnati on of portions

of this Commpbnweal th as keystone opportunity expansi on zones. A

keyst one opportunity expansi on zone shall be conpri sed of

deteri orated property and shall not exceed a total of 450 1,500 <—

(b) Designation.--The departnent shall desi gnate not nore

than 12 keystone opportunity expansi on zones in this

Commpnweal th. Persons and busi nesses within a desi gnated

keyst one opportunity expansi on zone that are qualified under

this act shall be entitled to all tax exenptions, deductions,

abatenents or credits set forth in this act for a period of 15 <—
13 years beqi nning January 1, 2001, and endi ng on Decenber 31, <—
2013

(c) Subzones.--A keystone opportunity expansi on zone nay be

conprised of up to eight clearly defi ned subzones. The total

20000H2498B4000 - 9 -
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nunber of subzone acres in a keystone opportunity expansi on zone

shall not exceed 458 1,500 acres in the aggregate.

(d) Authorization for |ocal tax exenption.--Every political

subdi vision within which a proposed keystone opportunity

expansi on zone is |ocated, whether in whole or in part, is

hereby authorized to provide tax exenpti ons, deducti ons,

abatenents or credits to persons and busi nesses qualified under

this act. The political subdivision shall agree to provide

exenpti ons, deducti ons, abatenents or credits fromall |ocal

taxes set forth in this act in order to qualify to be desi gnat ed

a keystone opportunity expansi on zone within that political

subdi vi si on. The exenpti ons, deducti ons, abatenents or credits

shall be effective January 1, 2001, if designati on of a keystone

opportuni ty expansi on zone within the political subdivision is

granted by the departnent. The exenpti ons, deducti ons,

abatenents or credits shall be binding upon the political

subdi vision for the duration of the keystone opportunity

expansi on zone desi gnati on.

Section 4. Sections 302, 303, 304, 305, 306, 307, 308, 501,
511, 512, 513, 514, 515 and 516 of the act are anmended to read:
Section 302. Application.

(a) Initial application.--One or nore political
subdi vi si ons, or a designee of one or nore political
subdi vi sions, may apply to the departnent to designate [a

keyst one opportunity zone] deteriorated property within the

political subdivision or portions thereof a keystone opportunity

zone or keystone opportunity expansi on zone. The application

shall contain the follow ng:
(1) The geographic area of the proposed keystone

opportunity zone or proposed keystone opportunity expansion

20000H2498B4000 - 10 -
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zone. The geographic area shall be |ocated within the
boundari es of the participating political subdivision and

shall not contain nore than 5,000 acres in the case of a

keyst one opportunity zone or 459 1,500 acres in the case of a

keyst one opportunity expansi on zone.

(2) An opportunity plan that shall include the
fol | ow ng:
(i) A detailed map of the proposed keystone

opportunity zone [and subzones] or proposed keystone

opportunity expansi on zone, including geographic

boundari es, total area and present use and conditions of
the land and structures of the proposed keystone

opportunity zone or proposed keystone opportunity

expansi on zone.

(i1i) Evidence of support fromand participation of
| ocal governnent, school districts and ot her educati onal
i nstitutions, business groups, conmunity organizations
and the public.

(tii) A proposal to increase econom c opportunity,
reduce crinme, inprove education, facilitate
infrastructure inprovenent, reduce the |ocal regulating
burden and identify potential jobs and job training
opportunities and which states whether or not the zone is
| ocated in an area which has tax revenue dedicated to the
paynment of debt.

(tv) A description of the current social, economc
and denographi ¢ characteristics of the proposed keystone

opportunity zone or proposed keystone opportunity

expansi on _zone and anti ci pated i nprovenents in educati on,

heal t h, human services, public safety and enpl oynent that

20000H2498B4000 - 11 -
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will result from keystone opportunity zone or Kkeystone

opportunity expansi on zone designati on.

(v) A description of anticipated activity in the

proposed keystone opportunity expansion zone, including,

but not limted to, industrial use, industrial site

reuse, conmmercial or retail use and residential use.
(vi) Evidence of potential private and public

i nvestnment in the proposed keystone opportunity zone or

pr oposed keystone opportunity expansi on zone.

(vii) The role of the proposed keystone opportunity

zone or proposed keystone opportunity expansi on zone in

regi onal econom ¢ and community devel opnent.
(viii) Plans to utilize existing resources for the
adm ni stration of the proposed keystone opportunity zone

or proposed keystone opportunity expansi on zone.

(ix) Any other information deened appropriate by the
depart nment.
(3) A report on youth at risk to include issues relating
to health, welfare and educati on.
(4) The [proposed] duration of the proposed keystone

opportunity zone [and all subzones] or proposed keystone

opportuni ty expansi on zone. The duration of a keystone

opportunity zone may not exceed [12] 15 years. The duration

of a keystone opportunity expansion zone is 45 13 years.

(5) A formal, binding ordinance or resol ution passed by
every political subdivision in which the proposed keystone

opportunity zone or proposed keystone opportunity expansion

zone is located that specifically provides for all |ocal tax

exenptions, deductions, abatenments or credits for persons and

20000H2498B4000 - 12 -
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busi nesses set forth in this act [if designation is received
by the department, to be effective January 1, 1999].
(6) Evidence that the proposed keystone opportunity zone

or proposed keystone opportunity expansi on zone neets the

required criteria under section 304.
(b) Participation limtation.--A [qualified] political
subdi vi sion shall not be a part of nore than one proposed

keyst one opportunity zone or proposed keystone opportunity

expansi on zone.

(c) Application limtation.--A [qualified] political
subdi vi sion may submt only one application to the departnent

for designation as a keystone opportunity zone. A political

subdi vi sion may subnmt only one application to the depart nent

for designati on as a keystone opportunity expansi on zone.

Section 303. Review

(a) Action of departnent.--The departnent, in consultation
with the Departnent of Revenue, shall review all conpleted
applications submtted under this act. An application for
designation as a keystone opportunity zone shall be received by
t he departnent on or before Septenber 30, 1998, in order to be

consi dered by the departnment. An application for designation as

a keystone opportunity expansi on zone shall be received by the

departnent on or before Decenber 31, 2000, in order to be

consi dered by the departnent.

(b) Process.--The departnent shall designate up to 12
keyst one opportunity zones from applications neeting the
criteria in section 304 based upon need and |ikelihood of

success. The departnent shall designate up to 12 keystone

opportunity expansi on zones from applicati ons neeti ng the

criteria in section 304 based upon need and |i kel i hood of
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success. Additionally, the departnment shall not alter the

geogr aphi ¢ boundaries of a keystone opportunity zone or_ keystone

opportunity expansion zone or the duration of a keystone

opportunity zone or keystone opportunity expansion zone

described in [the] an application.
(c) Award of designations.--The departnent shall designate
all keystone opportunity zones by Novenber 30, 1998. The

departnent shall designate all keystone opportunity expansi on

zones by February 28, 2001.

(d) Effective date of designation.--The designation of a
keyst one opportunity zone under this act shall take effect on

January 1, 1999. The designation of a keystone opportunity

expansi on zone under this act shall take effect on January 1,

(e) Extension.--The departnent may extend the deadline for

the recei pt of applications [under subsection (a)] for keystone

opportunity zones until Decenber 31, 1998, if all 12 zones have

not been designated and the extension is necessary to allow
eligible political subdivisions to apply. The departnment shal
desi gnat e addi ti onal keystone opportunity zones under this
subsection by February 28, 1999. The designation shall take
effect January 1, 1999, or if the designation occurs after
January 1, 1999, that subsequent designation shall for al

pur poses be retroactive to January 1, 1999. The keystone

opportunity zone designation shall end as provided in section

301(b).
Section 304. Criteria for designation of keystone opportunity
zone.
(a) Specific criteria.--In order to qualify for designation

under this act, the proposed keystone opportunity zone or

20000H2498B4000 - 14 -



1 proposed keystone opportunity expansion zone shall neet at |east
2 two of the following criteria:

3 (1) At least 20% of the population is below the poverty
4 | evel .

5 (2) The unenploynent rate is 1.25 tinmes the Statew de

6 aver age.

7 (3) At least 20% of all real property within a five-mle
8 radi us of the proposed keystone opportunity zone, proposed

9 keyst one opportunity expansion zone or subzone in a nonurban
10 area is deteriorated or underutilized.

11 (4) At least 20% of all real property within a one-mle
12 radi us of the proposed keystone opportunity zone, proposed

13 keyst one opportunity expansion zone or subzone in an urban

14 area is deteriorated or underutilized.

15 (5) At least 20% of all occupied housing within a two-
16 mle radius of the proposed keystone opportunity zone,

17 proposed keystone opportunity expansi on zone or subzone in a
18 nonur ban area is deteriorated.

19 (6) At least 20% of all occupied housing within a one-
20 ml e radius of the proposed keystone opportunity zone,
21 proposed keystone opportunity expansion zone or subzone in an
22 urban area is deteriorated.
23 (7) In an urban area, the nedian famly inconme is 80% or
24 | ess of the urban nedian fam |y incone for that nmetropolitan
25 statistical area.
26 (8) In an area other than an urban area, the nedi an
27 famly income is 80%or |less of the Statew de nonurban nedi an
28 famly incone.
29 (9) The popul ation | oss exceeds 10%in an area that
30 i ncl udes the proposed keystone opportunity zone or_ proposed
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1 keyst one opportunity expansion zone and its surroundi ng area
2 but is not larger than the county or counties in which the

3 proposed keystone opportunity zone or proposed keystone

4 opportunity expansion zone is |ocated, based on census data

5 for the period between 1980 and 1990 or census estimates

6 since 1990 establishing a pattern of popul ation | oss.

7 (10) The political subdivision in which the proposed

8 keyst one opportunity zone or proposed keystone opportunity

9 expansi on zone is | ocated has experienced a sudden and/ or

10 severe job | oss.

11 (11) At least 33%of the real property in a proposed

12 keyst one opportunity zone or proposed keystone opportunity

13 expansi on_zone in a nonurban area woul d ot herwi se remain

14 under devel oped or nonperform ng due to physical

15 characteristics of the real property.

16 (12) The area has substantial real property with

17 adequate infrastructure and energy to support new or expanded
18 devel opnent .

19 (b) Additional criteria.--In addition to the required
20 criteria under subsection (a), the departnent shall consider the
21 following criteria:
22 (1) Evidence of distress, including, but not limted to,
23 unenpl oynment, percentage of popul ati on bel ow 80% of the State
24 medi an i ncone, poverty rate, deteriorated property and
25 adverse econom ¢ and soci oeconom ¢ conditions in the proposed
26 keyst one opportunity zone or proposed keystone opportunity
27 expansi on_zone.
28 (2) The strength and viability of the proposed goals,
29 obj ectives and strategies in the opportunity plan.
30 (3) Wether the opportunity plan is creative and
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i nnovative in conparison to other applications.

(4) Local public and private commtnent to the

pr oposed keystone opportunity expansi on zone and the

pot enti al cooperation of surrounding comunities.
(5) Existing resources available to the proposed

keyst one opportunity zone or proposed keystone opportunity

expansi on zone.

(6) How keystone opportunity zone or keystone

opportunity expansi on zone designation or econom c

redevel opnent relates to other current econom ¢ and comrunity

devel opnent projects and to regional initiatives or prograns.
(7) How the local regulatory burden will be eased for

busi nesses operating in the proposed keystone opportunity

zone or proposed keystone opportunity expansi on zone.

(8) Proposals to inplenent educational opportunities and
i mprovenents.

(9) Crinme statistics and proposals to inplenent |ocal
crime reduction measures.

(10) Proposals to establish and Iink job creation and
job training.
(c) Tax exenption ordinances.--An area shall not be

desi gnated as a keystone opportunity zone or a prepesed keystone

opportunity expansion zone unless, as a part of the application,

each political subdivision in which the proposed keystone

opportunity zone or proposed keystone opportunity expansi on zone

is to be | ocated adopts and provides a copy of an ordinance,
resolution or other required action fromthe governi ng body of
each political subdivision that exenpts or provides deductions,

abatenents or credits to qualified persons and qualified

20000H2498B4000 - 17 -
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busi nesses from | ocal taxes upon designation of the area as a

keyst one opportunity zone or_ prepesed keystone opportunity <—

expansi on zone. All appropriate ordi nances and resol uti ons shal

be effective on or before January 1, 1999, if designation as a

keyst one opportunity zone is granted. Al | appropriate ordi nances

and resol utions shall be effective on January 1, 2001, if

desi gnati on as a keystone opportunity expansi on zone i s granted.

The resol ution, ordinance or other required action shall be
bi ndi ng and nonrevocable on the qualified political subdivisions
for the duration of the opportunity plan.

(d) Urban areas.--The departnent shall pronmul gate gui deli nes
[which] that include the definition of "urban area"” for the
pur poses of receiving applications for designation as a keystone

opportunity zone or keystone opportunity expansi on zone.

Section 305. Zone limtations.

The departnent shall not designate nore than 12 keystone
opportunity zones within this Comonweal th. No keystone
opportunity zone shall enconpass an entire political

subdi vi sion. The departnent shall not designate nore than 12

keyst one opportunity expansi on zones within this Commonweal t h.

No keystone opportunity expansi on zone shall enconpass an entire

political subdivision

Section 306. Residency.
In order to qualify each year for a tax exenption, deduction,
abatenent or credit under this act, a person shall be domciled

and shall reside in the keystone opportunity zone or keystone

opportunity expansion zone for a period of 184 consecutive days

during each taxable year, which may begin on the date of

designation by the departnent or on the date the person first

resides within the zone.
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Section 307. Qualified businesses.

(a) Qualifications.--1n order to qualify each year for a tax
exenption, deduction, abatenent or credit under this act, a
busi ness shall own or |ease real property in the keystone

opportunity zone or keystone opportunity expansi on zone from

whi ch the business actively conducts a trade, profession or

busi ness. The qualified business shall receive certification
fromthe departnment that the business is located, and is in the
active conduct of a trade, profession or business, within the

keyst one opportunity zone or keystone opportunity expansion

zone. The business shall obtain annual renewal of the
certification fromthe departnent to continue to qualify under
this section.

(b) Relocation.--Any business that relocates fromoutside a

keyst one opportunity zone or keystone opportunity expansi on zone

into a keystone opportunity zone or keystone opportunity

expansi on _zone shall not receive any of the exenptions,

deducti ons, abatenents or credits set forth in this act unless
t hat busi ness either:
(1) increases full-tinme enploynent by at |east 20%in
the first full year of operation within the keystone

opportunity zone or keystone opportunity expansi on zone; or

(2) nmakes a capital investnent in the property | ocated

wi thin a keystone opportunity zone or keystone opportunity

expansi on _zone equi valent to 10% of the gross revenues of

that business in the i medi ately precedi ng cal endar or fiscal
year.
The departnent, in consultation with the Departnment of Revenue,
may wai ve or nodify the requirenents of this subsection, as

appropri at e.
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Section 308. Fornms.
(a) Application forns.--Applications for designation as a

keyst one opportunity zone or_ keystone opportunity expansi on zone

shall be on forns prescribed by the departnent.

(b) Departnent assistance.--The departnent shall assi st
political subdivisions in using the Internet as a tool for
encour agi ng new busi ness devel opnent, including assisting
political subdivisions in making avail able via the Internet
i nformation, applications and other fornms necessary under this
act .

Section 501. State taxes.
(a) GCeneral rule.--A person who is a resident of a keystone

opportunity zone or a keystone opportunity expansion zone, a

qual i fied busi ness or a nonresident under section 513 shal
recei ve the exenptions, deductions, abatenents or credits as
provided in this chapter and Chapter 7 for the duration of the

keyst one opportunity zone or_ keystone opportunity expansi on zone

desi gnation. Exenptions, deductions, abatenments or credits shall
expire on the date of expiration of the keystone opportunity

zone or keystone opportunity expansi on zone designati on.

(b) Construction.--The Departnment of Revenue shal
adm ni ster, construe and enforce the provisions of this chapter

in conjunction with Articles Il, IIl, IV [and], VI, VII, VII-A

I X and XV of the Tax Reform Code of 1971.
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 for the exclusive use, consunption and utilization of

t he tangi bl e personal property or service by the qualified

business at its facility located within a keystone opportunity
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zone or _a keystone opportunity expansi on zone are exenpt from

the sal es and use tax inposed under Article Il of the Tax Reform
Code of 1971.

[(b) Limtation.--Sales at retail or use of tangible
personal property or services to the tangi ble personal property
that will beconme a permanent part of real property in accordance
wi th Departnent of Revenue regul ations shall not be eligible for
sal es or use tax exenption under this section.]

(b)Y Construction contracts.--For any construction contract

perforned in a keystone opportunity zone or keystone opportunity

expansi on zone, the exenption provided in subsection (a) shal

only apply to the sale at retail or use of buil di ng nmachi nery

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 utilizati on by

the qualified business at its facility in a keystone opportunity

zone or keystone opportunity expansi on zone. For the purposes of

t he keystone opportunity zone and keystone opportunity expansi on

zone exenption, building machi nery and equi pnent shall incl ude

di stri buti on equi pnent purchased for the excl usive use,

consunption and utilization in a keystone opportunity zone or

keyst one opportunity expansi on zone facility.

Section 512. Personal incone tax.

(a) GCeneral rule.--[For the 1999 taxable year and each tax
year after 1999 and to the extent and for the duration provided
in this act a] A person shall be allowed an exenption for:

(1) Conpensation received during the tine period when
the person was a resident of a keystone opportunity zone or

keyst one opportunity expansi on zone.

(2) Net income fromthe operation of a qualified
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1 busi ness received by a resident or nonresident of a keystone
2 opportunity zone or keystone opportunity expansion zone

3 attributable to business activity conducted within a keystone
4 opportunity zone [after provision for all costs and expenses
5 incurred in the conduct thereof] or keystone opportunity

6 expansi on zone, determ ned [either on a cash or accrual

7 basis] in accordance with [accepted accounting principles and
8 practices but w thout deduction of taxes based on incone. ]

9 section 515 of this act, except that any business that

10 operates both within and outside this Commobnweal th, before

11 conputing its keystone opportunity zone or keystone

12 opportunity expansion zone exenption, shall first determ ne
13 its Pennsylvania activity over its activity everywhere by

14 applying the three-factor apportionnent fornula as set forth
15 in Departnent of Revenue personal incone tax regulations

16 applicable to incone apportionnent in connection with a

17 busi ness, trade or profession carried on both within and

18 outside this Commobnweal t h.

19 (3) ALl of the follow ng:
20 (i) Net gains or incone, |less net |osses, derived by
21 a resident or nonresident of a keystone opportunity zone
22 or _keystone opportunity expansion zone fromthe sale,
23 exchange or other disposition of real or tangible
24 personal property located in a keystone opportunity zone
25 or _keystone opportunity expansion zone as determned in
26 accordance with accepted accounting principles and
27 practices. The exenption provided in this subparagraph
28 shall not apply to the sale, exchange or other
29 di sposition of any stock of goods, nerchandi se or
30 inventory, or any operational assets unless the transfer
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1 is in connection with the sale, exchange or other

2 disposition of all of the assets in conplete |iquidation
3 of a qualified business located in a keystone opportunity
4 zone or keystone opportunity expansion zone. This

5 subpar agraph shall apply to intangible personal property
6 enployed in a trade, profession or business in a keystone
7 opportunity zone or keystone opportunity expansi on zone

8 by a qualified business, but only when transferred in

9 connection with a sale, exchange or other disposition of
10 all of the assets in conplete |liquidation of the

11 qualified business in the keystone opportunity zone or

12 keyst one opportunity expansi on _zone.

13 (ii) Net gains, less net |osses, realized by a

14 resident of a keystone opportunity zone or keystone

15 opportunity expansion zone fromthe sal e, exchange or

16 di sposition of intangible personal property or

17 obligations issued on or after February 1, 1994, by the
18 Commonweal th, a public authority, conm ssion, board or

19 ot her Commonweal t h agency, political subdivision or
20 authority created by a political subdivision or by the
21 Federal Governnent as determned in accordance with
22 accepted accounting principles and practi ces.
23 (i1i1) The exenption frominconme for gain or |oss
24 provided for in [this subparagraph] subparagraphs (i) and
25 (ii) shall be prorated based on [either] the follow ng:
26 (A) In the case of gains, |less net |osses, in
27 subpar agraph (i), the percentage of tine, based on
28 cal endar days, the property located in a keystone
29 opportunity zone or keystone opportunity expansion
30 zone was held by [the taxpayer while] a resident or
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nonr esi dent of [a keystone opportunity] the zone

during the tinme period the zone was in effect in

relation to the total time the property was held [ by
t he taxpayer; or].

(B) In the case of gains, |less net |osses, in

subparagraph (ii), the percentage of tine, based on

cal endar days, the [real or tangi ble personal]
property [located in the keystone opportunity zone]

was held by the taxpayer while a [nonresident]

time period the keystone opportunity zone was in

effect] or keystone opportunity expansion zone in

relation to the total time the [real or tangible
personal] property was held [by a nonresident].
(4) Net gains or incone derived fromor in the form of
rents received by a person, whether a resident or nonresident

of a keystone opportunity zone or_ keystone opportunity

expansi on zone, to the extent that incone or loss fromthe

rental of real or tangible personal property is allocable to

a keystone opportunity zone or keystone opportunity expansion

zone. For purposes of calculating this exenption:
(i) Net rents derived fromreal or tangible personal
property |located in a keystone opportunity zone or

keyst one opportunity expansi on zone are allocable to a

keyst one opportunity zone or_ keystone opportunity

expansi on zone.

(i) If the tangi ble personal property was used both
wi thin and without the keystone opportunity zone or

keyst one opportunity expansion zone during the taxable

year, only the net income attributable to use in the
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keyst one opportunity zone or_ keystone opportunity

expansi on zone is exenpt. The net rental incone shall be

multiplied by a fraction, the nunerator of which is the
nunber of days the property was used in the keystone

opportunity zone or keystone opportunity expansion zone

and the denom nator which is the total days of use.
(5) Dividends received during the time the person was a

resident of a keystone opportunity zone or keystone

opportuni ty expansi on zone.

(6) Interest received during the tine period the person

was a resident of a keystone opportunity zone or keystone

opportuni ty expansi on zone.

(7) [Net gains or inconme derived through estates or
trusts received by a resident of a keystone opportunity zone

at the time of such receipt.] The part of the incone or gains

recei ved by an estate or trust for its taxable year endi ng

within or with the resident-beneficiary's taxabl e year,

whi ch, under the governing i nstrunent and applicable State

law, is required to be distributed currently or is in fact

paid or credited to the resi dent-beneficiary and whi ch woul d

have been exenpt under this act if received by a resident-

beneficiary directly.

(a.1) Exenption.--Beqginning in taxable year 1999, a person

LOCATED I N A DESI GNATED KEYSTONE OPPORTUNI TY ZONE shal | be <—
al l oned an exenption under subsection (a) fer—aetivitiesina <—
designatedkeystone opportunity—zene fromthe tax inposed by
Article 11l of the Tax Reform Code of 1971 for the classes of

i ncone set forth in subsection (a). Beginning in taxabl e year

2001, a person LOCATED IN A DESI GNATED KEYSTONE OPPORTUNI TY <—

EXPANSI ON ZONE shall be all owed an exenpti on under subsecti on

20000H2498B4000 - 25 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

(a) § L ) losi w )
expansion—zene fromthe tax i nposed by Article IlIl of the Tax

Ref orm Code of 1971 for the cl asses of incone set forth in

subsection (a).

(a.2) Pass-through entities.--The exenpti ons provided for in

this section shall apply to all of the foll ow ng:

(1) The incone or gain of a partnership or associ ati on.

The partner or nenber shall be entitled to the exenpti ons

under this section for the partner's or nenber's share,

whet her or not distributed, of the income or gain received by

the partnership or association for its taxable year.

(2) The incone or gain of a Pennsylvania S corporation.

The shar ehol der shall be entitled to the exenpti ons under

this section for the shareholder's pro rata share, whether or

not distributed, of the incone or gain received by the

corporation for its taxable year ending within or with the

shar ehol der' s taxabl e year

(b) Limtation.--A partnership, association, Subchapter S

corporation, resident or nonresident may not apply an exenption

frominconme under this act for any class of incone against any

ot her classes of incone or gain. A partnership, association,

Subchapter S corporation, resident or nonresident may not carry

back or carry forward any exenption under this act fromyear to

year. The credit allowed under this section shall not exceed the

tax liability of the taxpayer under Article |1l of the Tax

Ref orm Code of 1971 for the tax year.

(c) Section not applicable to certain entities.--Any portion

of net incone or gain that is attributable to operati on of a

rail road, truck, bus or airline conpany, pipeline or natural gas

conpany, water transportation conpany, an entity whi ch woul d
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qualify as a requl ated i nvest nent conpany under Article |V of

the Tax Reform Code of 1971 or would qualify as a hol di ng

conpany under Article VI of the Tax Reform Code of 1971 and any

entity activity which is associated or affiliated with any of

t hese operations shall not be used to cal cul ate an exenpti on

under this section. This subsection shall not apply to the

exenption fromtax provided in subsection (a)(5).

Section 513. Residency considerations.

If a person conpletes the residency requirenments under
section 306 or if a nonresident realizes incone attributable to
busi ness activity or property within a keystone opportunity zone

or keystone opportunity expansi on zone on or before the end of

the tax year, the person may claimthe exenptions fromincone
for the items set forth in section 512 for that portion of the
tax year that the person was a resident or for that portion of
the tax year during which the area is designated as a keystone

opportunity zone or keystone opportunity expansion zone. [If the

person neets the residency requirenments under section 306 in a
tax year subsequent to the tax year in which the person first
resided in the keystone opportunity zone, the person nay file an
anended tax return within the applicable statute of limtations
to claiman exenption frominconme for the period of residency

wi thin the keystone opportunity zone.

Section 514. Information for enpl oyer.

(a) Duty of enployee.--Every person who is an enpl oyee that
qualifies as a resident of a keystone opportunity zone shal
furnish to his or her enployer information, as prescribed by the
Depart ment of Revenue, necessary for the enployer to wthhold
the correct amount of tax. An enployee shall furnish

notification to his or her enployer of any changes to the
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information within 20 days after the change. An enpl oyee shal
notify his or her enployer that the enpl oyee has conpl eted the
resi dency requirenments under section 306.

(b) Duty of enployer.--Wthin 20 days after an enpl oyer
receives information froman enpl oyee pursuant to subsection
(a), the enployer shall forward a copy of that information to
t he Departnent of Revenue. The information shall not be given
retroactive effect for wthhol di ng purposes. The enpl oyer shal
not be required to withhold tax fromthe conpensation paid to a
resident of a keystone opportunity zone, if reasonable under the
ci rcunst ances, unless directed by the Departnent of Revenue to
wi thhold tax fromthe conpensation on sone other basis. If an
enpl oyee fails or refuses to furnish the information or
furni shes informati on that the enpl oyer reasonably and in good
faith believes to be inaccurate, the enployer shall w thhold the
full rate of tax fromthe enpl oyee's total conpensation.]
Section 515. Corporate net incone tax.

(a) Credits.--For the tax years that begin on or after
January 1, 1999, a corporation that [qualifies as] IS a
qual i fi ed busi ness er—that+sanowrer—partnrer—or—neprber—ofa
pass-through—entitythatis—a—quatified-business under this act

may claima credit against the tax inposed by Article IV of the

Tax Reform Code of 1971 Ffor [the taxable year to the extent of
the] tax liability attributable to business activity conducted
within [a] the keystone opportunity zone in the taxable year.
For the tax years that begin on or after January 1, 2001, a
corporation that is a qualified business erthatisanowier—

I : I I ) I ) Lified
business under this act nmay claima credit agai nst the tax

i mposed by Article IV of the Tax Reform Code of 1971 for tax
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liability attri butable to business activity conducted within the

keyst one opportunity expansi on zone in the taxable year. The

busi ness activity nust be conducted directly by a corporation er

a—pass-throeugh—entity in the keystone opportunity zone or

keyst one opportunity expansion zone in order for the corporation

to claimthe tax credit.
(b) Tax liability determ nations.--The corporate tax
l[iability attributable to business activity conducted within a

keyst one opportunity zone or_ keystone opportunity expansi on zone

shall be determ ned by nultiplying the corporation' s taxable
income that is attributable to business activity conducted

wi thin the keystone opportunity zone or keystone opportunity

expansi on zone by the rate of tax inposed under Article IV of

the Tax Reform Code of 1971 for the taxable year.
(c) Determinations of attributable tax liability.--Tax
l[iability attributable to business activity conducted within a

keyst one opportunity zone or_ keystone opportunity expansi on zone

shall be conputed, construed, adm nistered and enforced in
conformty with Article IV of the Tax Reform Code of 1971 and
with specific reference to the foll ow ng:
(1) |If the entire business of the corporation in this
Commonweal th is transacted wholly within the keystone

opportunity zone or_ keystone opportunity expansion zone, the

taxabl e incone attributable to business activity within a

keyst one opportunity zone or keystone opportunity expansion

zone shall consist of the Pennsylvania taxable incone as

determ ned under Article IV of the Tax Reform Code of 1971.
(2) If the entire business of the corporation in this

Commonweal th is not transacted wholly within the keystone

opportunity zone or keystone opportunity expansion zone, the
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taxabl e i ncone of a corporation in a keystone opportunity

zone or keystone opportunity expansi on zone shall be

determ ned upon such portion of the Pennsylvania taxable
i ncome of such corporation attributable to business activity

conducted within the keystone opportunity zone or keystone

opportunity expansi on zone and apportioned in accordance with

subsection (d).
(d) Incone apportionnment.--[All taxable inconme of] The

taxabl e incone of a corporation that is a qualified business

shall be apportioned to the keystone opportunity zone or

keyst one opportunity expansion zone by multiplying the

Pennsyl vani a taxabl e i ncome by a fraction, the nunerator of
which is the property factor plus the payroll factor plus the
sal es factor and the denom nator of which is three[.], in

accordance with the foll ow ng:

(1) The property factor is a fraction, the nunerator of
which is the average val ue of the taxpayer's real and
t angi bl e personal property owned or rented and used in the

keyst one opportunity zone or keystone opportunity expansion

zone during the tax period and the denom nator of which is
the average value of all the taxpayer's real and tangible
personal property owned or rented and used in this
Commonweal th during the tax period but shall not include the
security interest of any corporation as seller or lessor in
personal property sold or |eased under a conditional sale,
bai | ment | ease, chattel nortgage or other contract providing
for the retention of alien or title as security for the
sales price of the property.

(2) (i) The payroll factor is a fraction, the nunerator

of which is the total anobunt paid in the keystone
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rtunity zone or_ keystone opportunity expansi on zone

ng the tax period by the taxpayer for conpensation

t he denom nator of which is the total conpensation
in this Commonweal th during the tax period.

(i1i) Conpensation is paid in the keystone

rtunity zone or_ keystone opportunity expansi on zone

(A) the person's service is perfornmed entirely

wi thin the keystone opportunity zone or keystone

opportuni ty expansi on zone;

(B) the person's service is performed both
wi thin and without the keystone opportunity zone or

keyst one opportunity expansi on zone, but the service

performed wi thout the keystone opportunity zone or

keyst one opportunity expansi on zone is incidental to

the person's service within the keystone opportunity

zone or keystone opportunity expansi on zone; or

(C sone of the service is perfornmed in the

keyst one opportunity zone or keystone opportunity

expansi on zone and the base of operations or, if

there is no base of operations, the place from which
the service is directed or controlled is in the

keyst one opportunity zone or_ keystone opportunity

expansi on _zone, or the base of operations or the

pl ace fromwhich the service is directed or
controlled is not in any location in which sone part
of the service is performed, but the person's
residence is in the keystone opportunity zone or

keyst one opportunity expansi on zone.

The sales factor is a fraction, the nunerator of

- 31 -



the total sales of the taxpayer in the keystone

ity zone or_ keystone opportunity expansi on zone

he tax period and the denom nator of which is the

| es of the taxpayer in this Commonweal th during the
od.

(1) Sales of tangible personal property are in the

tone opportunity zone or keystone opportunity

expansion zone if the property is delivered or shipped to

rchaser within the keystone opportunity zone or

t one opportunity expansion zone regardl ess of the

B. point or other conditions of the sale.
(i1i) Sales other than sales of tangi ble personal

erty are in the keystone opportunity zone or keystone

rtunity expansi on zone if:

1 which is
2 opportun
3 during t
4 total sa
5 tax peri
6

7 keys
8

9 a pu
10 keys
11 F. G
12

13 pr op
14 oppo
15

16

17

18

19
20
21
22
23
24
25
26 Conmonweal t
27 Tax Reform
28 keystone op
29 taxable inc
30 (f) [Cr

20000H2498B4000

(A) the income-producing activity is perforned

in the keystone opportunity zone or_ keystone

opportuni ty expansi on zone; or

(B) the income-producing activity is perforned
both within and wi thout the keystone opportunity zone

or keystone opportunity expansion zone and a greater

proportion of the incone-producing activity is
performed in the keystone opportunity zone or

keyst one opportunity expansi on zone than in any other

| ocation, based on costs of performance.

(e) Conputation.--A corporation shall conpute its

h taxable inconme in conformty with Article IV of the
Code of 1971 with no adjustnents or subtractions for

portunity zone or_ keystone opportunity expansion zone

one.

edit] Limtation on anobunt of credit.--The credit

- 32 -
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al l oned under this section shall not exceed the [corporate net

incone] tax liability of the taxpayer under Article IV of the

Tax Reform Code of 1971 for the tax year.

(g) Section not applicable to certain businesses.--Any
portion of the taxpayer's taxable incone that is attributable to
the operation of a railroad, truck, bus or airline conpany,
pi peline or natural gas conpany, water transportation conpany, a
corporation that qualifies as a regul ated i nvest ment conpany
under Article IV of the Tax Reform Code of 1971 or hol ding
conpany as defined in Article VI of the Tax Reform Code of 1971
and any business activity that is associated or affiliated with
t he operation of these business activities shall not be used to
calculate a credit under this section.

m I I oy f thi o -

Liritod Liabili I : loral i
: I Lt e hiso.

Section 516. Capital stock franchise tax.

(a) Credits.--For tax years that begin on or after January
1, 1999, a corporation that is a qualified business erthat+sa <—
partner—in—a partnership-that s a guatifed business under

[section 307(a)] this act may claima credit against the tax

i nposed by Article VI of the Tax Reform Code of 1971 for [the
taxabl e year to the extent of the] tax liability attributable to
the capital enployed within [a] the keystone opportunity zone in

the taxable year. For tax years that begin on or after January

1, 2001, a corporation that is a qualified busi ness erthatisa <—
parthner—i-h—a—partnershipthatis—a—gqualified-business under this

act may claima credit against the tax i nposed by Article VI of

the Tax Reform Code of 1971 for tax liability attributable to

20000H2498B4000 - 33 -
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the capital enployed within the keystone opportunity expansi on

zone in the taxable year. The business activity nust be

conducted directly by a corporati on er—apartnership in the

keyst one opportunity zone or keystone opportunity expansi on zone

in order for the corporation to claimthe tax credit.

(b) Tax liability.--The corporation's tax liability
attributable to capital enployed within a keystone opportunity

zone or keystone opportunity expansi on zone shall be determ ned

by multiplying the corporation's taxable value attributable to
capital enployed within the keystone opportunity zone or

keyst one opportunity expansion zone by the rate of tax inposed

under Article VI of the Tax Reform Code of 1971 for the taxable
year. The corporation shall conpute its Pennsyl vania taxabl e
value in conformity with Article VI of the Tax Reform Code of
1971 with no adjustments or subtractions for the capital

enpl oyed in the keystone opportunity zone or keystone

opportuni ty expansi on zone.

(c) Determination of attributable tax liability.--The
determi nation of the corporation's taxable value attributable to
the capital enployed within a keystone opportunity zone or

keyst one opportunity expansi on zone shall be determ ned with

specific reference to the foll ow ng:
(1) |If the entire business of the corporation in this
Commonweal th is transacted wholly within a keystone

opportunity zone or keystone opportunity expansion zone, the

taxabl e value attributable to the capital enployed within a

keyst one opportunity zone or keystone opportunity expansion

zone shall consist of the Pennsylvania taxabl e val ue as
determ ned under Article VI of the Tax Reform Code of 1971.

(2) If the entire business of the corporation in this

20000H2498B4000 - 34 -
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Commonweal th is not wholly transacted within a keystone

opportunity zone or keystone opportunity expansion zone, the

t axabl e val ue of a corporation in a keystone opportunity zone

or keystone opportunity expansi on zone shall be determ ned

upon such portion of the Pennsyl vania taxabl e val ue
attributable to the capital enployed within the keystone

opportunity zone or_ keystone opportunity expansion zone by

enpl oyi ng the apportionnent factors set forth in [subsection

(d)] section 515(d).

[(d) Capital stock and franchi se tax apportionnment. --For
pur poses of apportionnment of the capital stock and franchise
tax, the apportionnment fraction shall be the property factor
plus the payroll factor plus the sales factor as the nunerator,
and the denom nator shall be three. In determning the rel evant
apportionment factors, the nunmerator of the property, payrol
and sales factors shall not include any property, payroll and
sales attributable to manufacturing, processing, research and
devel opnent activities conducted within a keystone opportunity
zone, and the denom nator of the property, payroll and sales
factors shall not include any property, payroll and sal es
attri butable to manufacturing, processing and research and
devel opnent activities conducted within this Conmonweal t h but
wi t hout a keystone opportunity zone. ]

(e) Limtation on anbunt of credit.--The credit all owed
under this section shall not exceed the [capital stock

franchise] tax liability of the taxpayer under Article VI of the

Tax Reform Code of 1971 for the tax year.

(f) Credit not available.--Any portion of the taxpayer's tax
liability that is attributable to the capital enployed in the

operation of a railroad, truck, bus or airline conpany, pipeline

20000H2498B4000 - 35 -
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or natural gas conpany, water transportation conpany, a
corporation that qualifies[,] as a regul ated investnent conpany
under Article IV of the Tax Reform Code of 1971 or hol di ng
conpany as defined in Article VI of the Tax Reform Code of 1971
and any capital enployed in a business activity that is
associated or affiliated with the operation of these business
activities shall not be used to calculate a credit under this
secti on.

Section 5. The act is anmended by addi ng sections to read:

Secti on 517. Bank and trust conpany shares tax, alternative

bank and trust conpany shares tax and nut ual

thrift institutions tax.

(a) Credits.--For tax years that begin on or after January

1, 2001, an institution that is a qualified busi ness erthatis <—

anp—owner—partner—or renrber—of apass-—throughentity that isa
gualified business under this act may claima credit agai nst the
tax i nposed by Article VII, VII-A or XV of the Tax Ref orm Code

of 1971, for tax liability attri butable to business activity

conducted within the keystone opportunity zone or keystone

opportunity expansi on zone in the taxabl e year. The busi ness

activity nust be conducted directly by an instituti on er—a—pass— <—
through—entity in the keystone opportunity zone or keystone

opportunity expansi on zone in order for the institution to claim

the tax credit.

(b)) Tax liability.--The institution's tax liability

attri butable to busi ness ACTIVITY conducted within a keystone <—

opportunity zone or keystone opportunity expansi on zone shall be

deternmined by multiplying the taxable anpbunt of its shares or

net incone that is attri butable to busi ness activity conducted

within the keystone opportunity zone or keystone opportunity

20000H2498B4000 - 36 -
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expansi on zone by the rate of tax i nposed under Article VII,

VII-A or XV of the Tax Reform Code of 1971 for the taxabl e vyear.

The institution shall conpute the Pennsyl vani a t axabl e anpunt of

its shares or net incone in conformty with Article VII, VII-A

or XV of the Tax Reform Code of 1971.

20000H2498B4000 - 37 -
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10 ) (C) DETERM NATION OF ATTRI BUTABLE TAXABLE LIABILITY.--
11 THE TAXABLE SHARES OR THE I NCOME OF AN INSTITUTION THAT IS A

12 QUALIFIED BUSI NESS SHALL BE APPORTI ONED TO THE KEYSTONE

13 OPPORTUNITY ZONE OR KEYSTONE OPPORTUNI TY EXPANS|I ON ZONE BY

14 MULTIPLYI NG THE PENNSYLVANI A TAXABLE SHARES OR | NCOVE_BY A

15 FRACTION, THE NUVERATOR OF WVHICH IS THE PAYROLL FACTOR PLUS THE
16 RECEI PTS FACTOR PLUS THE DEPCSI TS FACTOR AND THE DENOM NATOR OF
17 VWH CH IS THREE

18 (1) THE PAYROLL FACTOR | S A FRACTI ON, THE NUMERATOR OF
19 VHCH IS THE TOTAL WAGES PAID IN A KEYSTONE OPPORTUNI TY ZONE
20 OR KEYSTONE OPPORTUNI TY EXPANSI ON ZONE DURI NG THE TAX PERI GD
21 BY THE TAXPAYER AND THE DENOM NATOR OF WHICH | S THE TOTAL

22 WAGES PAID IN TH'S COMVONVEALTH DURI NG THE PERI OD. WAGES ARE
23 PAID IN A KEYSTONE OPPORTUNITY ZONE OR KEYSTONE OPPORTUNI TY
24 EXPANSI ON ZONE | F THEY ARE PAID TO AN EMPLOYEE HAVI NG A

25 REGULAR PRESENCE | N THE KEYSTONE OPPORTUNI TY ZONE OR KEYSTONE
26 OPPORTUNI TY EXPANSI ON ZONE

27 (2) THE RECEIPTS FACTOR IS A FRACTI ON, THE NUMERATOR OF
28 VH CH IS TOTAL RECEI PTS OF THE TAXPAYER I N A KEYSTONE

29 OPPORTUNI TY ZONE OR KEYSTONE OPPORTUNI TY EXPANSI ON ZONE

30 DURI NG THE TAX PERI GD AND THE DENOM NATOR OF VHICH | S THE

20000H2498B4000 - 44 -
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TOTAL RECEI PTS LOCATED IN TH S COWONWEALTH. RECEI PTS DO NOT

| NCLUDE PRI NCI PAL REPAYMENTS ON LOANS OR CREDI T, TRAVEL AND

ENTERTAI NVENT_CARDS. RECEI PTS FROM THE SALE OR DI SPOSI TI ON OF

| NTANG BLE AND TANG BLE PROPERTY | NCLUDE ONLY THE NET GAIN

RECEI VED FROM THE SALE OR DI SPCSI TI ON. THE LOCATI ON OF

RECEI PTS SHALL BE DETERM NED AS FOLLOWE:

(1) RECEIPTS FROM LOANS PRI MARI LY SECURED BY REAL

PROPERTY ARE LOCATED I N A KEYSTONE OPPORTUNITY ZONE OR

KEYSTONE OPPORTUNI TY EXPANS|I ON ZONE | F THE PREDOM NANT

PORTI ON OF THE REAL PROPERTY |S LOCATED | N THE KEYSTONE

OPPORTUNI TY ZONE OR THE KEYSTONE OPPORTUNI TY EXPANSI ON

ZONE AND THE APPLI CATI ON AND NEGOTI ATI ON, OR

ADM NI STRATI VE RESPONSI BI LI TY OCCURS AT_A QUALI FI ED

BUSI NESS.

(1) RECEIPTS FROM LOANS NOT PRI MARI LY SECURED BY

REAL PROPERTY ARE LOCATED IN A KEYSTONE OPPORTUNI TY ZONE

OR KEYSTONE OPPORTUNI TY EXPANSION ZONE |F THE OBLIGOR, IN

THE CASE OF AN INDIVIDUAL, RESIDES IN A KEYSTONE

OPPORTUNI TY ZONE OR KEYSTONE OPPORTUNI TY EXPANSI ON ZONE

OR, _IN THE CASE OF A CORPORATION, IF THE CORPORATION S

COMVERCIAL DOM CILE 1S LOCATED I N A KEYSTONE OPPORTUNI TY

ZONE OR KEYSTONE OPPORTUNI TY EXPANS|I ON ZONE, AND THE

APPLI CATI ON AND NEGOTI ATI ON, . OR ADM NI STRATI VE

RESPONSI Bl LI TY OCCURS AT _A QUALI FI ED BUSI NESS.

(11'1) RECEIPTS FROM PERFORVANCE OF SERVI CES ARE

LOCATED I N A KEYSTONE OPPORTUNI TY ZONE OR KEYSTONE

OPPORTUNI TY EXPANSI ON ZONE | F THE SERVI CES ARE PERFORMED

IN THE KEYSTONE OPPORTUNI TY ZONE OR KEYSTONE OPPORTUNI TY

EXPANSI ON ZONE. | F SERVI CES ARE PERFORMED PARTLY W THI N

THE KEYSTONE OPPORTUNI TY ZONE OR KEYSTONE OPPORTUNI TY
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EXPANSI ON ZONE AND PARTLY OUTSI DE THE KEYSTONE

OPPORTUNI TY ZONE OR KEYSTONE OPPORTUNI TY EXPANSI ON ZONE,

THE KEYSTONE OPPORTUNI TY ZONE OR KEYSTONE OPPORTUNI TY

EXPANSI ON ZONE RECEI PTS SHALL BE THE RATI O THAT THE TI ME

SPENT | N PERFORM NG THE SERVI CES | N THE KEYSTONE

OPPORTUNI TY ZONE OR KEYSTONE OPPORTUNI TY EXPANSI ON ZONE

BEARS TO THE TOTAL TI ME SPENT | N PERFORM NG THE SERVI CES

IN TH S COMVONVEALTH.  TI ME_SPENT | N PERFORM NG SERVI CES

IN THE KEYSTONE OPPORTUNI TY ZONE OR KEYSTONE OPPORTUNI TY

EXPANSI ON ZONE IS THE TI ME SPENT BY EMPLOYEES HAVI NG A

REGULAR PRESENCE | N THE KEYSTONE OPPORTUNITY ZONE OR

KEYSTONE OPPORTUNI TY EXPANS|I ON ZONE | N PERFORM NG THE

SERVI CES.

(1V)  RECEIPTS FROM LEASE TRANSACTI ONS ARE LOCATED I N

A KEYSTONE OPPORTUNI TY ZONE OR KEYSTONE OPPORTUNI TY

EXPANSI ON ZONE | F THE LEASED PROPERTY |S LOCATED I N THE

KEYSTONE OPPORTUNI TY ZONE OR KEYSTONE OPPORTUNI TY

EXPANSI ON ZONE.

(V) RECEIPTS FROM | NTEREST OR SERVI CE CHARGES,

EXCLUDI NG MERCHANT DI SCOUNTS, FROM CREDI T, TRAVEL AND

ENTERTAI NVENT_CARD RECEI VABLES AND CREDI T CARD HOLDERS'

FEES ARE LOCATED IN A KEYSTONE OPPORTUNI TY ZONE OR

KEYSTONE OPPORTUNI TY EXPANSI ON ZONE | F THE CREDI T CARD

HOLDER, IN THE CASE OF AN INDIVIDUAL, RESIDES IN A

KEYSTONE OPPORTUNI TY ZONE OR KEYSTONE OPPORTUNI TY

EXPANSI ON ZONE OR, IN THE CASE OF A CORPORATION, |F THE

CORPORATION' S COMMVERCIAL DOM C LE IS LOCATED IN A

KEYSTONE OPPORTUNI TY ZONE OR KEYSTONE OPPORTUNI TY

EXPANSI ON ZONE.

(M) RECEIPTS FROM | NTEREST, DI VI DENDS AND NET_ GAI NS
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FROM THE SALE OR DI SPCSI T1 ON OF | NTANG BLES, EXCLUSI VE OF

THOSE RECEI PTS DESCRI BED ELSEVHERE |N TH S PARAGRAPH, ARE

LOCATED I N A KEYSTONE OPPORTUNI TY ZONE OR KEYSTONE

OPPORTUNI TY EXPANSI ON ZONE | F THE | NSTI TUTI ON MAI NTAI NS A

QUALI FI ED BUSI NESS THAT TREATS SUCH | NTANG BLES AS ASSETS

ON I TS BOOKS OR RECORDS.

(M) RECEIPTS FROM FEES OR CHARGES FROM THE

| SSUANCE OF TRAVELER S CHECKS AND MONEY ORDERS ARE

LOCATED I N A KEYSTONE OPPORTUNI TY ZONE OR KEYSTONE

OPPORTUNI TY EXPANSI ON ZONE | F THE TRAVELER S CHECKS OR

MONEY ORDERS ARE | SSUED IN THE KEYSTONE OPPORTUNI TY ZONE

OR KEYSTONE OPPORTUNI TY EXPANSI ON ZONE.

(MI1) RECEIPTS FROM SALES OF TANG BLE PROPERTY ARE

LOCATED I N A KEYSTONE OPPORTUNI TY ZONE OR KEYSTONE

OPPORTUNI TY EXPANSI ON ZONE | F THE PROPERTY | S DELI VERED

OR SHI PPED TO A PURCHASER LOCATED IN A KEYSTONE

OPPORTUNI TY ZONE OR KEYSTONE OPPORTUNI TY EXPANSI ON ZONE,

REGARDLESS OF THE FREE ON BOARD PO NT OR OTHER CONDI TI ONS

OF THE SALE.

(1 X) RECEIPTS NOT SPECI FI CALLY TREATED UNDER THI S

PARAGRAPH ARE LOCATED IN A KEYSTONE OPPORTUNI TY ZONE OR

KEYSTONE OPPORTUNI TY EXPANSI ON ZONE | F THE GREATEST

PORTI ON OF THE | NCOME- PRODUCI NG ACTI VI TI ES ARE PERFORVED

IN THE KEYSTONE OPPORTUNI TY ZONE OR KEYSTONE OPPORTUNI TY

EXPANSI ON ZONE, BASED ON COSTS OF PERFORVANCE.

(3) THE DEPOSI TS FACTOR IS A FRACTI ON, THE NUMERATOR OF

VH CH IS THE AVERAGE VALUE CF DEPOSI TS LOCATED I N A KEYSTONE

OPPORTUNI TY ZONE OR KEYSTONE OPPORTUNI TY EXPANSI ON ZONE

DURI NG THE TAXABLE YEAR AND THE DENOM NATOR OF VHICH IS THE

AVERACGE VALUE OF THE TOTAL DEPOSITS IN TH S COVMONWEALTH

20000H2498B4000 - 47 -



1 DURI NG THE TAXABLE YEAR _THE AVERACGE VALUE CF DEPOSITS IS TO
2 BE _COVPUTED ON A QUARTERLY BASIS. DEPOSI TS ARE LOCATED IN THE
3 KEYSTONE OPPORTUNI TY ZONE OR KEYSTONE OPPORTUNI TY EXPANSI ON

4 ZONE | F THE I NSTI TUTI ON MAI NTAINS A QUALI FI ED BUSI NESS THAT

5 PROPERLY TREATS THE DEPCSI TS AS A LIABILITY ON I TS BOOKS OR

6 RECORDS. A DEPOSIT IS CONSI DERED TO BE PROPERLY TREATED AS A
7 LIABILITY ON THE BOOKS OR RECORDS OF A QUALI FI ED BUSI NESS | F:
8 (1) THE DEPOSI T _ACCOUNT WAS OPENED OR TRANSFERRED TO
9 THE QUALI FI ED BUSI NESS BY OR AT THE DI RECTI ON OF THE

10 DEPOSI TOR, REGARDLESS OF VWHERE SUBSEQUENT DEPCSI TS OR

11 W THDRAWALS ARE NMADE;

12 (1) THE EMPLOYEES REGULARLY CONNECTED W TH THE

13 QUALI FI ED BUSI NESS ARE PRI MARI LY RESPONSI BLE FOR

14 SERVI O NG THE DEPOSI TOR' S GENERAL BANKI NG AND OTHER

15 FI NANCI AL_NEEDS; AND

16 (1I'1) AT LEAST ONE OF THE FOLLOW NG FACTORS OCCURS
17 AT _THE QUALI FI ED BUSI NESS:

18 (A)  THE DEPOSIT WAS SOLI CI TED BY AN EMPLOYEE

19 REGULARLY CONNECTED W TH THE QUALI FI ED BUSI NESS,
20 REGARDLESS OF WHERE THE DEPOSI T WAS ACTUALLY
21 SALI G TED.
22 (B) THE TERVS GOVERNI NG THE DEPOSI T WERE
23 NEGOTI ATED BY EMPLOYEES REGULARLY CONNECTED W TH THE
24 QUALI FI ED BUSI NESS, REGARDLESS OF WHERE THE
25 NEGOT| ATI ONS WERE ACTUALLY CONDUCTED
26 (€ THE ESSENTI AL RECORDS RELATI NG TO THE
27 DEPOSI T _ARE PHYSI CALLY LOCATED AT THE QUALI FI ED
28 BUSI NESS AND THE DEPOSI T |S SERVI CED AT THE QUALI FI ED
29 BUSI NESS.
30 (D) LIMTATION ON AMOUNT OF CREDIT.--THE CREDI T ALLOWED
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UNDER THI S SECTI ON SHALL NOT_EXCEED 50% OF THE TAX LIABILITY OF

THE TAXPAYER UNDER ARTICLE VI, VII-A OR XV_COF THE TAX REFORM

CODE OF 1971 FOR THE TAX YEAR

SECTI ON 518. KEYSTONE OPPORTUNITY ZONE JOB TAX CREDIT OR

KEYSTONE OPPORTUNI TY EXPANS|I ON ZONE JOB TAX

(A)  CREDITS. --FOR TAX YEARS THAT BEG N ON OR AFTER JANUARY

1, 2001, AN | NSURANCE COVPANY THAT IS A QUALI FI ED BUSI NESS UNDER

TH'S ACT _MAY APPLY TO THE DEPARTMENT OF REVENUE FOR A JOB TAX

CREDI T AGAINST THE TAX I MPOSED BY ARTICLE | X OF THE TAX REFORM

CODE OF 1971 FOR ALL FULL-TIME JOBS WTH N A KEYSTONE

OPPORTUNI TY ZONE OR KEYSTONE OPPORTUNI TY EXPANSI ON ZONE I N THE

TAXABLE YEAR. THE JOB MJST BE HELD DI RECTLY W TH AN | NSURANCE

COVPANY | N THE KEYSTONE OPPORTUNI TY ZONE OR KEYSTONE OPPORTUNI TY

EXPANSI ON ZONE | N ORDER FOR THE | NSURANCE COVPANY TO APPLY FOR

THE TAX CREDI T. THE DEPARTMENT OF REVENUE W LL PRESCRI BE THE

FORM AND MANNER TO OBTAIN THE CREDIT.

(B) SECTION NOT _APPLI CABLE TO CERTAI N | NSURANCE COWVPANI ES. - -

(1) AN | NSURANCE COVPANY THAT RELOCATES FROM A LOCATI ON

INAPOITICAL SUBDIVISION IN THI S COMVONVEALTH THAT IS NOT

IN A KEYSTONE OPPORTUNI TY ZONE OR KEYSTONE OPPORTUNI TY

EXPANSI ON ZONE TO A LOCATION IN A KEYSTONE OPPORTUNI TY ZONE

OR KEYSTONE OPPORTUNI TY EXPANSI ON ZONE NMAY NOT_APPLY FOR A

CREDI T FOR AN EXI STING JOB THAT IS TRANSFERRED, DI SCONTI NUED

OR LOST IN THIS COMVONVEALTH WHICH | S ATTRI BUTABLE TO THE

RELOCATI ON.

(2) AN | NSURANCE COMPANY THAT HAS RELOCATED PURSUANT TO

SUBSECTI ON (B) (1) MAY APPLY FOR A KEYSTONE OPPORTUNI TY ZONE

JOB TAX CREDIT OR KEYSTONE OPPORTUNI TY EXPANSI ON ZONE JOB TAX

CREDIT FOR A NEWFULL-TIME JOB THAT IS CREATED IN THE
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KEYSTONE OPPORTUNI TY ZONE OR KEYSTONE OPPORTUNI TY EXPANSI ON

ZONE. A NEWFULL-TIME JOB IS CREATED W TH AN | NSURANCE

COVPANY | F THE AVERAGE MONTHLY EMPLOYMENT FOR THAT | NSURANCE

COVPANY_ HAS | NCREASED FROM THE PRI OR 12- MONTH CALENDAR YEAR

N THE ZONE.

(C) APPLI CATION OF CREDIT. - - AN | NSURANCE COVPANY SHALL APPLY

FOR A CREDIT BY JANUARY 15 FOR THE PREVI OUS CALENDAR YEAR.

(D) APPORTI ONMENT. - - THE DEPARTMENT OF REVENUE SHALL

APPORTI ON A KEYSTONE OPPORTUNITY ZONE JOB TAX CREDIT OR A

KEYSTONE OPPORTUNI TY EXPANSI ON ZONE JOB TAX CREDIT FOR AN

| NSURANCE COVPANY THAT 1S A QUALI FI ED BUSI NESS THAT HAS NOT

OPERATED I N A KEYSTONE OPPORTUNI TY ZONE OR KEYSTONE OPPORTUNI TY

EXPANSI ON ZONE FOR A FULL FI SCAL YEAR.

(E) CREDIT DETERM NATI ONS. - - THE KEYSTONE OPPORTUNI TY ZONE

JOB TAX CREDIT OR KEYSTONE OPPORTUNI TY EXPANSI ON ZONE JOB TAX

CREDIT SHALL BE DETERM NED BY MULTI PLYI NG THE MONTHLY AVERAGE OF

ALL FULL-TIME JOBS BY THE ALLOMNCE. THE ALLOMNCE FOR PURPOSES

OF THE KEYSTONE OPPORTUNITY ZONE JOB TAX CREDI T OR KEYSTONE

OPPORTUNI TY EXPANSI ON ZONE JOB TAX CREDI T FOR TAXABLE YEARS

BEG NNI NG WTH N THE DATES SET FORTH SHALL BE AS FOLLONE:

JANUARY 1, 2001, TO

DECEMBER 31, 2001 $500_PER JOB

JANUARY 1, 2002, TO

DECEMBER 31, 2002 $650_PER JOB

JANUARY 1, 2003, TO

DECEMBER 31, 2003 $800_PER JOB

JANUARY 1, 2004, TO

DECEMBER 31, 2004 $950_PER JOB

JANUARY 1, 2005, TO

DECEMBER 31, 2005 $1,100_PER JOB
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JANUARY 1, 2006, TO

DECEMBER 31, 2006 $1, 250 _PER JOB

JANUARY 1, 2007, TO

DECEMBER 31, 2007 $1, 250 _PER JOB

JANUARY 1, 2008, TO

DECEMBER 31, 2008 $1, 250 _PER JOB

JANUARY 1, 2009, TO

DECEMBER 31, 2009 $1, 250 _PER JOB

JANUARY 1, 2010, TO

DECEMBER 31, 2010 $1, 250 _PER JOB

JANUARY 1, 2011, TO

DECEMBER 31, 2011 $1, 250 _PER JOB

JANUARY 1, 2012, TO

DECEMBER 31, 2012 $1, 250 _PER JOB

JANUARY 1, 2013, TO

DECEMBER 31, 2013 $1, 250_PER JOB

(F) _NOTI FI CATION CF CREDIT. --BY FEBRUARY 15, THE DEPARTMENT

OF REVENUE SHALL NOTI FY AN | NSURANCE COVPANY OF THE AMOUNT OF

THE | NSURANCE COMPANY' S TAX CREDI T APPROVED.

(G LIMTATION ON AMOUNT OF CREDIT.--THE TAX CREDIT ALLOWED

UNDER THI' S SECTI ON SHALL NOT_EXCEED 50% OF THE TAX LIABILITY OF

THE | NSURANCE COMPANY UNDER ARTICLE | X OF THE TAX REFORM CODE OF

1971 FOR THE TAX YEAR. AN | NSURANCE COVPANY NAY NOT CARRY BACK

OR FORWARD ANY CREDI T RECEI VED UNDER THI S SECTI ON.

(H ALLOCATION. --THE TOTAL AMOUNT OF CREDI TS APPROVED BY THE

DEPARTMENT OF REVENUE UNDER THI S SECTI ON SHALL NOT EXCEED

$1, 000, 000 ANNUALLY. |F THE CREDI TS EXCEED THE $1, 000,000 CAP I N

A G VEN YEAR, THE CREDITS WLL BE ALLOCATED ON A PRO- RATA BASI S.

(1) CALCULATI ON OF ALLOCATION.--1F THE TOTAL AMOUNT OF

KEYSTONE OPPORTUNI TY ZONE JOB TAX CREDI TS AND KEYSTONE
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OPPORTUNI TY EXPANSI ON ZONE JOB TAX CREDI TS APPLI ED FOR BY ALL

| NSURANCE COVPANI ES UNDER THI' S SECTI ON EXCEEDS $1, 000, 000 THEN

THE CREDI T _TO BE RECEI VED BY EACH | NSURANCE COVPANY SHALL BE THE

PRODUCT OF_ $1, 000,000 MULTIPLI ED BY THE QUOTI ENT OF THE CREDI T

APPLI ED FOR BY THE | NSURANCE COVPANY DI VI DED BY THE TOTAL OF ALL

CREDI TS APPLI ED FOR BY ALL | NSURANCE COVPANI ES, THE ALGEBRAI C

EQU VALENT OF VHICH | S:

I NSURANCE COVPANY' S KEYSTONE OPPORTUNI TY ZONE JOB TAX

CREDI T _OR KEYSTONE OPPORTUNI TY EXPANSI ON ZONE JOB TAX

CREDIT = $1, 000,000 X (THE AMOUNT OF KEYSTONE OPPORTUNI TY

ZONE JOB TAX CREDI T OR KEYSTONE OPPORTUNI TY EXPANSI ON

ZONE JOB TAX CREDI T _APPLI ED FOR BY THE | NSURANCE

COVPANY/ THE SUM OF ALL KEYSTONE OPPORTUNITY ZONE JOB TAX

CREDI TS AND KEYSTONE OPPORTUNI TY EXPANS|I ON ZONE JOB TAX

CREDI TS APPLI ED FOR BY ALL | NSURANCE COVPANI ES) .

(J) RELIEF FROM ADDI TI ONAL RETALI ATORY TAX.--THE TAX CREDI T

TAKEN BY AN | NSURANCE COVPANY UNDER THI S SECTI ON SHALL NOT BE

I NCLUDED IN DETERM NING LIABILITY FOR RETALI ATORY TAXES | MPOSED

UNDER SECTI ON 212 OF THE ACT OF MAY 17, 1921 (P.L.789, NO 285),

KNOWN AS THE | NSURANCE DEPARTMVENT ACT OF 1921.

(KY Hold-harm ess cl ause.--The tax credits all owed by this

section shall not reduce the anounts whi ch woul d ot herw se be

payable for firemen's relief pension or retirenent purposes or

for police pension retirenent or disability purposes. The

Departnent of Revenue shall transfer by June 30 of each fiscal

vear an anount equal to the tax credits taken under this section

by foreign fire and casualty i nsurance conpanies fromthe

CGCeneral Fund to the Munici pal Pension Aid Fund and the Fire

| nsur ance Tax Fund, as appropri ate.

Section 6. Sections 701, 702, 703, 704, 705, 901, 902, 903,
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904 and 905 of the act are anended to read:
Section 701. Local taxes.

(a) GCeneral rule.--Every political subdivision in which a

desi gnat ed keystone opportunity zone is |ocated shall exenpt,
deduct, abate or credit |local taxes in accordance with

ordi nances and resol uti ons adopted under section 301(d). Failure
to exenpt, deduct, abate or credit |local taxes shall result in

t he revocation of the keystone opportunity zone desi gnati on.

(b) Expansion rule.--Every political subdivision in which a

desi gnat ed keystone opportunity expansi on zone is | ocated shal

exenpt, deduct, abate or credit | ocal taxes in accordance with

ordinance ORDI NANCES and resol uti ons adopted under secti on <—

301.1(d). Failure to exenpt, deduct, abate or credit | ocal taxes

shall result in the revocati on of the keystone opportunity

expansi on zone desi gnati on.

Section 702. Real property tax.

(a) GCeneral rule.--Notw thstanding the act of May 22, 1933
(P.L.853, No.155), known as The Ceneral County Assessnent Law,
and the act of May 21, 1943 (P.L.571, No.254), known as The
Fourth to Eighth C ass County Assessnment Law, each qualified
political subdivision for taxable years beginning on or after
January 1, 1999, shall by ordi nance or resolution abate 100% of
the real property taxation on the assessed val uati on of
deteriorated property in an area designated as a keystone

opportunity zone within this Commonweal th. The real property tax

abat enent provided for in this section shall apply to all real

property |l ocated in a keystone opportunity zone, irrespective of

t he business activity, if any, nade of the realty by its owner,

when this act is in effect.

(a.1) Expansion rule.--Notw thstandi ng the act of My 22,
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1933 (P.L.853, No.155), known as The CGeneral County Assessnent

Law, and the act of May 21, 1943 (P.L.571, No.254), known as The

Fourth to Eighth C ass County Assessnent Law, each political

subdi vi sion for taxable years beqgi nning on or after January 1,

2001, shall by ordi nance or resol uti on abate 100% of the real

property taxation on the assessed val uati on of deteri orated

property in an area desi gnated as a keystone opportunity

expansi on zone within this Commonweal th. The real property tax

abat enent provided for INthis section shall apply to all real

property |located in a keystone opportunity expansi on zone,

irrespective of the business activity, if any, nmade of the

realty by its owner, when this act is in effect.

(b) Investnent in lieu of tax paynent.--

(1) A qualified political subdivision may require a
resident of deteriorated real property to invest up to 25% of
all real property taxes which would have been due if the real
property was not |ocated in a keystone opportunity zone or

keyst one opportunity expansion zone in inprovenents to the

real property in order for the residents to be qualified for
exenptions, credits and abatenents under this act.

(2) A qualified political subdivision nmay require a

nonr esi dent owner of deteriorated real property who | eases
the real property to a person for residential use [shall] to
i nvest 50% of all real property taxes which woul d have been
due if the real property was not |ocated in a keystone

opportunity zone or keystone opportunity expansion zone, in

i nprovenents to the real property.
[(c) Application for tax abatenent.--Any person requesting
real property tax abatenent pursuant to ordi nances or

resol uti ons adopted pursuant to this act shall notify each
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county or other designated assessnent office granting such
abatenent in witing on a formprovided by that assessnent
office wwthin 30 days of the designation as a keystone
opportunity zone or within 30 days of the transfer of ownership
of the real property subject to abatenent. A copy of the
abat enent request shall be forwarded by the county or other
desi gnat ed assessnent office to the political subdivision.]

(d) Annual real property report.--[Every keystone

opportunity zone] By January 31 of each cal endar year a

political subdivision in which a keystone opportunity zone or

keyst one opportunity expansi on zone is |ocated shall submt to

the departnent [an annual] a report [by January 31 of each

cal endar year of all] listing the address of each real proeperty~ <—

Fand PROPERTY[, AND the owners and addresses of that real <—
property at any tine during the preceding year, which is | ocated

in a] designated a keystone opportunity zone or keystone

opportuni ty expansi on zone and its owner of record.

(e) Interest and penalties.--1f the departnment or a
political subdivision finds that a person clai med an abat enent
of real property tax to which the person was not entitled under
this act, the person shall be liable for the abated taxes and
subject to the applicable interest and penalty provisions
provi ded by | aw.

(f) Calculations for education subsidy for school
districts.--In determning the market value of real property in
each school district, the State Tax Equalization Board shal
excl ude any increase in value above the base value prior to the
effect of the abatenent of |ocal taxes to the extent and during
the period of time that real estate tax revenues attributable to

such i ncreased value are not available to the school district
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for general school district purposes.
Section 703. Local earned income and net profits taxes;
busi ness privil ege taxes.

(a) GCeneral exenption.--[To the extent that a qualified] If
a political subdivision has enacted any tax on the privil ege of
engagi ng i n any business or profession, nmeasured by gross
receipts or on a flat rate basis, earned incone or net profits,
as defined in the act of Decenmber 31, 1965 (P.L.1257, No.511),
known as The Local Tax Enabling Act, inposed within the

boundari es of a keystone opportunity zone[, such] or keystone

opportunity expansion zone, the qualified political subdivision

shall exenpt fromthe inposition or operation of [such] the
| ocal tax ordi nances, statutes, regul ations or otherw se:
(1) The business gross receipts for operations conducted
by a qualified business within a keystone opportunity zone or

keyst one opportunity expansi on zone.

(2) The earned incone received by a resident of a

keyst one opportunity zone or keystone opportunity expansion

(3) The net profits of a qualified business [received by
a resident or nonresident of a keystone opportunity zone]
attributable to business activity conducted within a keystone

opportunity zone or_ keystone opportunity expansi on zone when

i nposed by the qualified political subdivision where that

qual i fi ed business is | ocated.

(b) Additional exenptions.--[To the extent that]

(1) Paragraph (2) shall apply if a qualified political

subdi vi sion has enacted a tax on the privil ege of engaging in

a profession or business, on wages or conpensati on, on net

profits fromthe operati on of a busi ness or profession or
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1 other activity or on the occupancy or _use of real property

2 pursuant to any of the follow ng:

3 [(1) Pursuant to the]

4 (i) The act of August 5, 1932 (Sp.Sess. P.L.45,

5 No. 45), referred to as the Sterling Act[, the].

6 (ii) The act of March 10, 1949 (P.L.30, No.14),

7 known as the Public School Code of 1949[, the].

8 (iii) The act of August 24, 1961 (P.L.1135, No.508),
9 referred to as the First Cass A School District Earned
10 I ncone Tax Act[, the].

11 (iv) The act of August 9, 1963 (P.L.640, No.338),

12 entitled "An act enpowering cities of the first class,

13 coterm nous with school districts of the first class, to
14 aut hori ze the boards of public education of such school
15 districts to inpose certain additional taxes for school
16 di strict purposes, and providing for the |evy, assessnent
17 and coll ection of such taxes[," the]."

18 (v) The act of May 30, 1984 (P.L.345, No.69), known
19 as the First Cass Gty Business Tax Reform Act[, or
20 t he] .
21 (vi) The act of June 5, 1991 (P.L.9, No.6), known as
22 t he Pennsyl vani a I ntergovernnental Cooperation Authority
23 Act for Cities of the First Class[, enacted a tax on:
24 (1) the privilege of engaging in a profession or
25 busi ness;
26 (i1i) wages or conpensation
27 (ii1) net profits fromthe operation of a business,
28 prof ession or other activity; or
29 (iv) the occupancy or use of real property].
30 (2) [The] If there is an enactnent under paragraph (1),
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the qualified political subdivision shall provide an
exenption, deduction, abatenent or credit fromthe inposition
and operation of such | ocal tax ordi nance or resol ution FOR
all of the follow ng:
(1) [A person or qualified business, whether a
resident or a nonresident of a keystone opportunity zone,

for the] The privilege of engaging in a business or

prof ession within a keystone opportunity zone or Kkeystone

opportuni ty expansi on zone by a person or qualified

busi ness, whether a resident or nonresident of the zone.

(i1i) Salaries, wages, conmm ssions, conpensation or
ot her inconme received for services rendered or work
performed by a resident of a keystone opportunity zone or

keyst one opportunity expansi on zone.

(i) The gross or net income or gross or net
profits realized fromthe operation of a qualified
business to the extent attributable to business activity

conducted within a keystone opportunity zone or keystone

opportuni ty expansi on zone.

(iv) The occupancy or use of real property |ocated

wi thin the keystone opportunity zone or_ keystone

opportuni ty expansi on zone.

[(c) Limtation on withholding.--Every enployer required to

wi t hhold any | ocal tax on the earned incone, wages or
conpensati on of one or nore persons within the particul ar
political subdivision shall not w thhold such tax on earned

i ncome, wages or conpensation paid to any person or his personal
representative during any period when the qualified political
subdi vi si on has by ordi nance or resolution provided for the

exenption fromtax as provided in section 701 and the person is
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a resident of a keystone opportunity zone.

(d) Information for enployer.--Every person who is an
enpl oyee that qualifies as a resident of a keystone opportunity
zone shall furnish to his or her enployer information, as
prescri bed by the political subdivision, necessary for the
enpl oyer to withhold the correct anount of tax. An enpl oyee
shall furnish notification to his or her enployer of any changes
to the information within 20 days after the change. An enpl oyee
shall notify his or her enployer that the enpl oyee has conpl et ed
t he residency requirenents under section 306.

(e) Duty of enployer.--Wthin 20 days after an enpl oyer
receives information froman enpl oyee pursuant to subsection
(d), the enployer shall forward a copy of that information to
the political subdivision or other agency designated by the
political subdivision. The information shall not be given
retroactive effect for wthhol di ng purposes. The enpl oyer shal
not be required to withhold tax fromthe wages, earned income or
conpensation paid to a resident of a keystone opportunity zone,

i f reasonabl e under the circunstances, unless directed by the
political subdivision to withhold tax fromthe wages, earned

i ncome or conpensation on sonme other basis. If an enployee fails
or refuses to furnish the information or furnishes information
that the enpl oyer reasonably and in good faith believes to be

i naccurate, the enployer shall withhold the full rate of tax
fromthe enployee's total wages, earned income or conpensation.]

(f) Calculation for education subsidy for school district.--
In determ ning the personal inconme valuation of a school
district, the Secretary of Revenue shall exclude any increase in
the valuation as defined in section 2501(9.1) of the act of

March 10, 1949 (P.L.30, No.14), known as the Public School Code
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of 1949, above the base value prior to the abatenent of |ocal

taxes in a keystone opportunity zone or keystone opportunity

expansi on zone |l ocated within the school district to the extent

and during the period of tine that personal inconme revenues
attributable to the increase in the personal incone val uation
are not available to the school district for general school
di strict purposes.
Section 704. Mercantile |icense tax.

No person or qualified business in a keystone opportunity

zone or keystone opportunity expansi on zone shall be required to

pay any fee authorized pursuant to a nmercantile |license tax

i nposed under the act of June 20, 1947 (P.L.745, No.320),
entitled, as anended, "An act to provide revenue for school
districts of the first class A by inposing a tenporary
nmercantile |icense tax on persons engaging in certain
occupations and businesses therein; providing for its |levy and
collection; for the issuance of nercantile |icenses upon the
paynment of fees therefor; conferring and inposing powers and
duti es on boards of public education, receivers of school taxes
and school treasurers in such districts; saving certain

ordi nances of council of certain cities, and providing
conpensation for certain officers, and enpl oyes and i nposi ng
penal ties."

Section 705. Local sales and use tax.

(a) GCeneral rule.--The political subdivision shall exenpt
sales at retail of services or tangi ble personal property,
except notor vehicles, to a qualified business for the exclusive
use, consunption and utilization of the tangible personal
property or service by the qualified business at its facility

| ocated within a keystone opportunity zone or keystone
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opportunity expansion zone froma city or county tax on purchase

price authorized under Article XXXI-B of the act of July 28,
1953 (P.L.723, No.230), known as the Second C ass County Code,
as anmended, and the act of June 5, 1991 (P.L.9, No.6), known as
t he Pennsyl vani a I ntergovernnental Cooperation Authority Act for
Cities of the First O ass, as anended.

(b) [Real property] Construction contracts.--[The] For_ any

construction contract perforned in a keystone opportunity zone

or keystone opportunity expansion zone, the exenption provided

in subsection (a) shall only apply to the sale at retail or use
of building machinery and equi pnment to a qualified business, or
to a construction contractor pursuant to a construction contract
with a qualified business, for the exclusive use, consunption
and utilization by the qualified business at its facility in a

keyst one opportunity zone[.] or keystone opportunity expansi on

zone. For the purposes of the keystone opportunity zone and

keyst one opportunity expansi on zone exenpti on, buil di ng

machi nery and equi pnrent shall include distribution equi pnent

pur chased for the exclusive use, consunption and utilization in

a keystone opportunity zone or keystone opportunity expansi on

zone facility.

(c) Definition.--Sales at retail of tangi ble personal
property and services shall be defined in accordance with
Article Il of the Tax Reform Code of 1971.

Section 901. Transferability.
Any exenption, deduction, abatenent or credit provided to any

person or qualified business under Chapter 5 or 7 is

nont r ansf erabl e and cannot be applied, used or assigned to any

Section 902. Recapture.
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(a) GCeneral rule.--1f any qualified business |ocated within

a keystone opportunity zone or keystone opportunity expansion

zone has received an exenption, deduction, abatenent or credit
under this act and subsequently relocates outside of the zone

within the first five years of |locating in a keystone

opportunity zone or keystone opportunity expansi on zone, that

busi ness shall refund to the State and political subdivision
whi ch granted the exenption, deduction, abatenment or credit
received in accordance with the foll ow ng:

(1) If a qualified business relocates within three years

fromthe date of [any clain] first locating in a keystone

opportunity zone or keystone opportunity expansi on zone, 66%

of all the exenptions, deductions, abatenents or credits
[previously received due] attributed to that qualified

busi ness's participation in the keystone opportunity zone or

keyst one opportunity expansi on zone shall be refunded to the

Commonweal th and the political subdivision.
(2) If aqualified business relocates within three to

five years fromthe date of [any clain] first locating in a

keyst one opportunity zone or keystone opportunity expansi on

zone, 33%of all exenptions, deductions, abatenents or

credits [previously received fron] attributed to that

gual i fied business's participation in the keystone

opportunity zone or keystone opportunity expansion zone shal

be refunded to the Comonweal th and the political
subdi vi si on.

(3) If the qualified business was |ocated within a
facility operated by a nonprofit organization to assist in
the creation and devel opnment of a start-up business, no

exenption, deduction, abatenent or credit shall be refunded.
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(b) Wiver.--The departnent, in consultation with the
Depart ment of Revenue and the political subdivision, my waive
or nodify recapture requirenents under this section if the
departnment determ nes that the business relocation was due to
ci rcunst ances beyond the control of the business, including, but
not limted to:

(1) natural disaster;
(2) unforeseen industry trends; or
(3) loss of a major supplier or nmarket.

[(c) Determnation of claimdate.--For purposes of this
section, an exenption, deduction, abatenent or credit is deened
to be clained on the later of:

(1) the date the return or other report for the tax or
fee is due;
(2) the date the returnis filed; or
(3) the date the tax or fee would be paid.]
Section 903. Delinquent or deficient State or |ocal taxes.

(a) Persons.--No person may claimor receive an exenption,
deduction, abatenent or credit under this act unless that person
isin full conpliance with all State and |local tax |aws [and
rel ated], ordinances and resol utions.

(b) Qualified business.--

(1) No qualified business may claimor receive an
exenption, deduction, abatenent or credit under this act

unl ess that qualified business is in full conpliance with al

State and |l ocal tax |aws, ordi nances and resol utions.

(2) No qualified business may claimor receive an
exenption, deduction, abatenent or credit under this act if
any person or business with a 20% or greater interest in that

qual i fied business is not in full conpliance with all State
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and | ocal tax |aws, ordinances and resol utions.

(c) Later conmpliance and eligibility.--Any person or
qual i fied business that is not eligible to claiman exenption,
deduction, abatenent or credit due to nonconpliance with any

State or local tax |law nmay becone eligible if that person or

gual i fied busi ness subsequently cones into full conpliance with
all State and local tax laws to the satisfaction of the

Depart ment of Revenue or the political subdivision within the
cal endar year in which the nonconpliance first occurred. If ful
conpliance is not attained by [ Decenber 31 of the cal endar year

in which] February 5 of the cal endar year follow ng the cal endar

YEAR during which nonconpliance first occurred, then that person

or qualified business is precluded fromclaimnmng any exenption,
deduction, abatenent or credit for that cal endar year, whether
or not full conpliance is achieved [in subsequent cal endar

years] subsequently.

Section 904. Code conpli ance.

(a) GCeneral rule.--A person or qualified business shall be
precl uded from cl ai m ng any exenption, deduction, abatenment or
credit provided for in this act if that person or qualified
busi ness owns real property in a keystone opportunity zone or

keyst one opportunity expansi on zone and the real property is not

in conpliance with all applicable State and | ocal zoni ng,
bui | di ng and housi ng | aws, ordi nances or codes [and the real
property owner has not filed an affidavit with the political
subdi vision attesting to conpliance for that cal endar year
bef ore Decenber 31 with the political subdivision in which the
real property is |ocated].

(b) Opportunity to achieve conpliance.--The person or

qual i fied business who is not in conpliance under subsection (a)
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shall have until Decenber 31 of the cal endar year follow ng
designation of the real property as part of a keystone

opportunity zone or keystone opportunity expansion zone to be in

conpliance in order to claimany State exenptions, deductions,
abatenents or credits for that year. If full conpliance is not
attai ned by Decenber 31 of that cal endar year, the person or

gual i fied business is precluded fromclaimng any exenpti on,

deduction or credit for that cal endar year, whether or not
conpliance is achieved in a subsequent cal endar year. The
political subdivision may extend the tinme period in which a
person or qualified business nust cone into conpliance with a

| ocal ordinance or building code for a period not to exceed one
year if the political subdivision determ nes that the person or
gual i fi ed busi ness has nade and shall continue to make a good
faith effort to come into conpliance and that an extension wll

enabl e the person or qualified business to achieve ful

conpliance. Qualified political subdivisions are required to
notify the Departnment of Revenue in witing of all persons or
qual i fied busi nesses not in conpliance with this subsection
within 30 days followi ng the end of each cal endar year.
Section 905. Appeals.

A person or _qualified business shall be deened to be in

conpliance with any State or local tax for purposes of this

section if that person or qualified business had nade a tinely

adm ni strative or judicial appeal for that particular tax or has
entered into and is in conpliance with a duly authorized
deferred paynent plan with the Departnment of Revenue or
political subdivision for that particul ar tax.

Section 7. The act is anmended by addi ng sections to read:

Secti on 906. Notice requirenents; State and | ocal authorities.
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(a) Requirenent.--After conpliance revi ews have been

conducted by appropri ate Conmmonweal th and | ocal authorities, the

departnent shall notify each keystone opportunity zone or

keyst one opportunity expansi on zone applicant by requl ar nni

each year of the departnent's approval or denial of the

applicant's keystone opportunity zone or keystone opportunity

expansi on zone application. No keystone opportunity zone or

keyst one opportunity expansi on zone applicant is entitled to any

tax benefits unless it recei ves approval fromthe departnent.

(b) Notice.--The departnent shall provide a one-tine

notification to every current keystone opportunity zone and

keyst one opportunity expansi on zone real property owner by June

1, 2001. Ne—beneb+rts—er—rights—shall—acerue—to—-anyreal—property <—
owner—+F—net+Hecattren—ts—noet—recerved— FA LURE TO RECEI VE <—

DEPARTMENTAL NOTI FI CATI ON UNDER THI' S SECTI ON SHALL NOT EXTEND OR

RESTRI CT_ANY BENEFI TS OR RI GHTS REAL PROPERTY OWNERS POSSESS

UNDER THI S ACT.

(c) Transmittal.--The departnent, or its desi gnated

official, shall within 15 busi ness days of recei pt of a keystone

opportunity zone or keystone opportunity expansi on zone

applicati on made under this act, forward a copy of the

application to appropri ate Commonweal th and | ocal authorities

for review and processi ng.

Section 907. Application tine.

A keystone opportunity zone or keystone opportunity expansi on

zone applicant nust file a keystone opportunity zone or keystone

opportuni ty expansi on zone application in a manner prescri bed by

t he department by Decenber 31 of each cal endar year for which

the applicant clains any exenpti on, deducti on, abatenent or

credit under this act. No exenpti on, deduction, abatenent or
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credit may be clained or received for that cal endar year until

approval has been granted by the departnent.

Section 8. Sections 1101, 1102, 1103, 1302, 1303 and 1304 of
the act are anended to read:
Section 1101. Comrunity benefits.

(a) Inplenmentation grant.--The departnent may provide a one-
time $250,000 grant to [the] a keystone opportunity zone or_a

one-tine $200, 000 grant to a keystone opportunity expansi on zone

to i nplenent the opportunity plan and to provide an annual
update of real property ownership and other information to the
Depart ment of Revenue. The annual update shall describe progress
on all proposals required as part of the opportunity plan and
other information as required by the departnent. A separate
application nust be submtted to the departnent outlining a
budget and inpl enentation narrative. The grant shall be drawn

down as needed over a period not to exceed the first five years

of designation as a keystone opportunity zone or_ keystone

opportunity expansi on zone. G ant funds shall be provided from

t he housi ng and redevel opnent appropriations. [Keystone

opportunity zones] G ant recipients shall conply with the

provi sions of the appropriation.
(b) Reduced interest.--Projects in designated keystone

opportunity zones or keystone opportunity expansi on zones that

are approved for Pennsyl vania Industrial Devel opment Authority
(PIDA) or Small Business First financing shall receive the
| owest interest rate extended to borrowers.

(c) Priority consideration.--Projects in keystone

opportunity zones or keystone opportunity expansi on zones shal
receive priority consideration for State assistance under State

econoni ¢, community and econonm ¢ devel opnent prograns and
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community building initiatives.
(d) Marketing.--The departnent shall devel op and inplenent a
consol i dated marketing strategy for the keystone opportunity

zones or keystone opportunity expansi on zones for use in job

retention and attraction activities.

(e) Education.--The Departnent of Education shall provide
t echni cal assistance to school districts located in or school
districts having parts of their districts |ocated in keystone

opportunity zones or keystone opportunity expansi on zones.

(f) Local governnents.--The Center for Local Governnent
Services in the departnment shall provide technical assistance to
political subdivisions relating to taxation, inplenmentation of
t he opportunity plan, establishing annual benchmarks and annual
reporting requirenments to the departnents. Additionally, the
Center for Local Governnent Services shall provide political

subdivisions [in] with property designated a keystone

opportunity [zones] zone or keystone opportunity expansi on zone

wi th technical assistance to encourage the inplenentation of
best practices in achieving efficient and effective |ocal
government adm nistration and shall coordinate activities with
ot her departnents and agencies providing various assi stance to
conmuni ties.

(g) Conmunity-based organi zations. --The departnent shal
provi de techni cal assistance for capacity building of existing
communi ty- based organi zati ons dealing with soci oeconom ¢ needs,
housi ng assistance and job training in the keystone opportunity

[ zones] zone or keystone opportunity expansi on zone.

Section 1102. Reporting.
The departnent shall report to the General Assenbly on the

econonic effects of this act in each keystone opportunity zone
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or keystone opportunity expansion zone every four years.

Section 1103. O her Commonweal th tax credits.

A person or qualified business that is entitled to claiman
exenption, deduction, abatenent or credit in accordance with the
provi sions of this act shall not be entitled to claimor
accurul ate any of the follow ng exenptions, deductions,
abatenents or credits that it may otherw se have qualified for

due to activity within a keystone opportunity zone or_ Kkeystone

opportuni ty expansi on zone:

(1) Tax Reform Code of 1971:
(1) Article XVII relating to economc revitalization
tax credits;
(i1i) Article XVII-A relating to enploynent incentive
paynents;
(iti1) Article XVII-Brelating to research and
devel opnent tax credits; or
(tv) Article XIX-Arelating to nei ghborhood
assi stance and enterprise zone tax credits;
(2) tax credits under section 109 of the act of Decenber
19, 1996 (P.L.1478, No.190), known as the Waste Tire
Recycling Act;
(3) honeowners nortgage credits;
(4) insurance premiuns tax credits; and
(5) job creation tax credit under the act of June 29,
1996 (P.L.434, No.67), known as the Job Enhancenent Act.
The person or qualified business may apply the exenptions,
deductions, abatenments or credits to incone realized from
activity or transactions outside the keystone opportunity zone

OR KEYSTONE OPPORTUNI TY EXPANSI ON ZONE, but only for the taxable

year to which the exenptions, deductions, abatenents or credits
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apply. The provisions of this section shall apply only to the
taxes set forth in Chapters 5 and 7.
Section 1302. Rules and regul ati ons.

The Departnent of Revenue [shall] nay pronul gate [such rules
and] regulations [as may be] necessary to effectuate the
provi sions of this act. The departnent [shall] may promnul gate
[such rules and] regulations [as nmay be] necessary to effectuate
the provisions of this act.
Section 1303. Conpli ance.

Any person or qualified business eligible for an exenption,

deduction or credit under this act shall conply with al
reporting, filing and conpliance requirenents pursuant to the
Tax Reform Code of 1971 unl ess otherw se provided for in this
act .
Section 1304. Penalties.

(a) CGuvil penalty.--

(1) In addition to any penalties authorized by the Tax
Ref orm Code of 1971 for violations of that act, the
Depart ment of Revenue may inpose an additional admnistrative
penalty not to exceed $10,000 for any act or violation of
this act relating to State and | ocal taxes, including the
filing of any fal se statenment, return or docunent.

(2) The departnment nmay inpose a civil penalty not to
exceed $10,000 for a violation of this act, including the
filing of any fal se statenment, return or docunent.

(b) Crimnal penalty.--1n addition to any crimnal penalty

under the Tax Reform Code of 1971, any person or busi nhess who

knowi ngly violates any of the provisions of this act conmits a
m sdeneanor of the third degree.

Section 9. Section 1309 of the act is anended to read:
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Section 1309. Expiration.

This act and all benefits associated with this act shall

term nate [ Decenber 21, 2010.] Decenber 31, 2013. ;—except—as

Section 10. Section 204(57)(iii) of the act of March 4, 1971

(P.L.6, No.2), known as the Tax Reform Code of 1971, is

r epeal ed.

Section 11. This act shall apply as foll ows:

(1) The anmendnent of sections 512 and 703 of the act
shall apply to taxable years begi nning after Decenber 31,
1998.

(2) The anmendnent of section 516 of the act shall apply
to taxabl e years begi nning after Decenber 31, 1999.

Section 12. This act shall take effect imrediately.
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