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AN ACT

Providing for the creation of keystone opportunity zones to

foster econom c opportunities in this Commonwealth, to
facilitate econom c devel opnment, 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; prescribing powers and duties of certain
State and | ocal departnents, agencies and officials;

PROVI DI NG FOR ECONOM C DEVELOPMENT ZONES AND GRANTS; <—

ESTABLI SH NG THE ECONOM C DEVELOPMENT ZONE ASSI STANCE FUND;
and maki ng appropriations.
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SECTI ON 2101. |LLEGAL ACTIVITY.
SECTI ON 2102. RULES AND REGULATI ONS.
SECTI ON 2103. COVPLI ANCE
SECTI ON 2104. PENALTI ES.
SECTI ON 2105. CONSTRUCTI ON.
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SECTI ON 2107. SEVERABI LI TY.
SECTI ON 2108. REPEALS.
SECTI ON 2109. EXPI RATI ON.
SECTI ON 2110. EFFECTI VE DATE

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

CHAPTER 1
PRELI M NARY PROVI SI ONS

Section 101. Short title.

This act shall be known and may be cited as the Pennsyl vani a
Keyst one OCpportunity Zone Act.
Section 102. Legislative findings.

(1) There exists in this Coomonweal th areas of econom c
di stress characterized by high unenpl oynent, |ow investnent
of new capital, inadequate dwelling conditions, blighted
condi tions, underutilized, obsolete or abandoned industrial,
commercial and residential structures and deteriorating tax
bases.

(2) These areas require coordinated efforts by private
and public entities to restore prosperity and enable the
areas to make significant contributions to the econom c and
social life of this Comonweal t h.

(3) Long-termecononic viability of these areas requires

t he cooperative involvenent of residents, businesses, State

19980H2328B3525 - 5 -
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and |l ocal elected officials and community organi zations. It
is in the best interest of the Commonwealth to assist and
encourage the creation of keystone opportunity zones and to
provide tenporary relief fromcertain taxes within the
keyst one 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 or enpl oyer.
"Departnent.” The Departnent of Community and Econom 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.

"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

19980H2328B3525 - 6 -
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zone nmay be conprised of not nore than 12 subzones.

"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 authorized to do business
in this Cormonwealth that is |located within a keystone
opportunity zone and is engaged in the active conduct of a trade
or business in accordance with the requirenments of section 307.

"Qualified political subdivision.” A political subdivision
t hat has been designated as a keystone opportunity zone.

"Resident.” A person who is domciled and resides in an area
that is designated a keystone opportunity zone who neets the
requi renents of section 306.

"Subzone." A clearly defined geographic area containing a
m ni mum of 20 conti guous acres.

"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.

CHAPTER 3
KEYSTONE OPPORTUNI TY ZONES
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.--The departnent shall designate not nore

19980H2328B3525 - 7 -
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than 12 keystone opportunity zones in this Commonweal th. Persons
and busi nesses within the designated keystone opportunity zone
that are qualified under this act shall be entitled to all tax
exenptions, deductions, abatenments and credits set forth in this
act for a period not to exceed 12 years begi nning January 1,
1999, and ending on or before Decenber 31, 2010.

(c) Subzones.--A keystone opportunity zone may be conpri sed
of up to 12 clearly defined subzones containing a mnimm of 20
contiguous acres each. The subzones nmay or may not be conti guous
to each other. The total nunber of subzones shall not exceed
5,000 acres in the aggregate.

(d) Authorization for local tax exenption.--Every political
subdi vi sion in which a proposed keystone opportunity zone is
| ocated is hereby authorized to provide tax exenptions,
deductions, abatenents or credits to persons and busi nesses
qual i fied under this act. The political subdivision shall agree
to provi de exenptions, deductions, abatenments or credits from
all local taxes set forth in this act in order to qualify to be
desi gnat ed a keystone opportunity zone within that political
subdi vi si on. Except as provided in section 303(e), the
exenptions, deductions, abatenents or credits shall be effective
January 1, 1999, if designation of a keystone opportunity zone
within the political subdivisions is granted by the departnent.
The exenptions, deductions, abatenments or credits shall be
bi ndi ng upon the political subdivision for the duration of the
keyst one opportunity zone designati on.
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

19980H2328B3525 - 8 -



1 keystone opportunity zone within the political subdivision or
2 portions thereof. The application shall contain the follow ng:
3 (1) The geographic area of the proposed keystone

4 opportunity zone. The geographic area shall be |ocated within
5 t he boundaries of the political subdivision and shall not

6 contain nore than 5,000 acres.

7 (2) An opportunity plan that shall include the

8 fol | ow ng:

9 (i) A detailed map of the proposed keystone

10 opportunity zone, including all subzones, to include

11 geographi ¢ boundaries, total area and present use and
12 conditions of the |and and structures.

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

17 (tii) A proposal to increase econom c opportunity,
18 reduce crinme, inprove education, facilitate

19 infrastructure inprovenent, reduce the |ocal regulating
20 burden and identify potential jobs and job training
21 opportunities, whether or not the zone is located in an
22 area which has tax revenue dedicated to the paynent of
23 debt .
24 (itv) A description of the current social, economc
25 and denographi ¢ characteristics of the proposed keystone
26 opportunity zone and anticipated i nprovenents in
27 education, health, human services, public safety and
28 enpl oynent .
29 (v) A description of anticipated activity in the
30 keyst one opportunity zone and each subzone, including,

19980H2328B3525 - 9 -



1 but not limted to, industrial use, industrial site re-
2 use, commercial or retail use and residential use.

3 (vi) Evidence of potential private and public

4 investnment in the keystone opportunity zone.

5 (vii) The role of the proposed keystone opportunity
6 zone in regional econom c and comrunity devel opnent.

7 (viii) Plans for the adm nistration of the proposed
8 keyst one opportunity zone utilizing existing resources.
9 (ix) Any other information deened appropriate by the
10 depart nment.

11 (3) A report on youth at risk to include issues relating
12 to health, welfare and educati on.

13 (4) The proposed duration of the keystone opportunity
14 zone and all subzones, not to exceed 12 years.

15 (5) A formal, binding ordinance or resol ution passed by
16 every political subdivision in which the proposed keystone
17 opportunity zone is |located that specifically provides for
18 all local tax exenptions, deductions, abatenents or credits
19 for persons and busi nesses set forth in this act if
20 designation is received by the departnment, to be effective
21 January 1, 1999.
22 (6) Evidence that the keystone opportunity zone neets
23 the required criteria under section 304.
24 (b) Participation limtation.--A qualified political
25 subdivision shall not be a part of nore than one keystone
26 opportunity zone.
27 (c) Application limtation.--A qualified political
28 subdivision nmay submit only one application to the departnent
29 for designation as a keystone opportunity zone.

30 Section 303. Revi ew.
19980H2328B3525 - 10 -
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9
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11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

(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 departnent.

(b) Process.--The departnent shall do all of the follow ng:

(1) Designate up to 12 keystone opportunity zones from
applications nmeeting the criteria in section 304 based upon
need and |i kel ihood of success.

(2) The departnent shall not alter the geographic
boundari es of the keystone opportunity zone or the duration
of the keystone opportunity zone described in the
appl i cati on.

(c) Award of designations.--The departnment shall designate
all keystone opportunity zones by Novenber 30, 1998.

(d) Effective date of designation.--The designation of a
keyst one opportunity zone under this act shall take effect on
January 1, 1999.

(e) Extension.--The departnent may extend the deadline for
the recei pt of applications under subsection (a) until Decenber
31, 1998, if all 12 zones have not been desi gnated and the
extension is necessary to allow eligible political subdivisions
to apply. The departnent shall designate additional keystone
opportunity zones under this subsection by February 28, 1999.
The designation shall take effect January 1, 1999, or if the
desi gnation occurs after January 1, 1999, that subsequent
designation shall for all purposes be retroactive to January 1,
1999. The designation shall end as provided in section 301(b).

Section 304. Criteria for designation of keystone opportunity

19980H2328B3525 - 11 -



zone.
(a) Specific criteria.--In order to qualify for designation
under this act, the proposed keystone opportunity zone shal
neet at |least two of the following criteria:
(1) At least 20% of the population is below the poverty
| evel .
(2) The unenploynent rate is 1.25 tinmes the Statew de

aver age.

© o0 N oo o A~ wWw N P

(3) At least 20% of all real property within a five-mle

10 radi us of the proposed keystone opportunity zone or subzone
11 in a nonurban area is deteriorated or underutilized.

12 (4) At least 20% of all real property within a one-mle
13 radi us of the proposed keystone opportunity zone or subzone
14 in an urban 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 or

17 subzone in a nonurban area is deteriorated.

18 (6) At least 20% of all occupied housing within a one-
19 mle radius of the proposed keystone opportunity zone or

20 subzone in an urban area is deteriorated.

21 (7) In an urban area, the nedian famly inconme is 80% or
22 | ess of the Statew de urban nmedian famly incone.

23 (8) In an area other than an urban area, the nedi an

24 famly income is 80%or |less of the Statew de nonurban nedi an
25 famly incone.

26 (9) The popul ation | oss exceeds 10%in an area that

27 i ncl udes the proposed keystone opportunity zone and its

28 surroundi ng area, but is not l|larger than the county or

29 counties in which the keystone opportunity zone is | ocated,
30 based on census data for the period between 1980 and 1990 or

19980H2328B3525 - 12 -



1 census estimates since 1990 establishing a pattern of

2 popul ati on | oss.

3 (10) The political subdivision in which the proposed

4 keyst one opportunity zone is |ocated has experienced a sudden
5 and/ or severe job | oss.

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

7 keyst one opportunity zone in a nonurban area woul d ot herw se
8 remai n under devel oped or nonperform ng due to physi cal

9 characteristics of the real property.

10 (12) The area has substantial real property with

11 adequate infrastructure and energy to support new or expanded
12 devel opnent .

13 (13) BE I N AN AREA DESI GNATED AS AN ENTERPRI SE ZONE BY
14 THE DEPARTMENT UNDER THE ACT OF JULY 9, 1986 (P.L.1216,

15 NO 108), KNOWN AS THE ENTERPRI SE ZONE MUNI Cl PAL TAX EXEMPTI ON
16 RElI MBURSEMENT ACT.

17 (b) Additional criteria.--In addition to the required

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

19980H2328B3525 - 13 -



© o0 N oo o A~ wWw N P

N RN R NN N NN R P R R R R R R R R
0o N o o A WO N R O ©O 0O N o A wN - O

29
30

pot enti al cooperation of surrounding comunities.

(5) Existing resources available to the proposed
keyst one opportunity zone.

(6) How keystone opportunity zone designation or
econoni ¢ redevel opnent relate to other current econom c and
community devel opment projects and to regional initiatives or
pr ogr ans.

(7) How the local regulatory burden will be eased for
busi nesses operating in the proposed keystone opportunity
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 unless, as a part of
t he application, each political subdivision in which the
proposed keystone opportunity zone is to be | ocated adopts and
provi des a copy of an ordinance, resolution or other required
action fromthe governing body of each political subdivision
t hat exenpts or provides deductions, abatenments or credits to
qual i fied persons and qualified businesses fromlocal taxes upon
designation of the area as a keystone opportunity zone. Al
appropriate ordi nances and resolutions shall be effective on or
before January 1, 1999, if designation as a keystone opportunity
is granted. The resolution, ordinance or other required action
shal | be binding and nonrevocabl e on the qualified political

subdi vi sions for the duration of the opportunity plan.

19980H2328B3525 - 14 -
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(d) Urban areas.--The departnent shall pronmul gate gui deli nes
whi ch include the definition of "urban area"” for the purposes of
receiving applications for designation as a keystone opportunity
zone.

Section 305. Zone limtation.

The departnent shall not designate nore than 12 keystone
opportunity zones within this Conmonweal t h.

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 for a period
of 183—eonsecutive—days—Fhe—183-day ONE YEAR THE ONE- YEAR <—
period may begin on the date of designation by the departnment or
on the date the person first resides within the zone. RESI DENCY <—
REQUI REMENTS MUST BE MET FOR EACH YEAR THAT THE KEYSTONE
OPPORTUNI TY ZONE | S | N EXI STENCE
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 from which the business actively conducts a
trade, profession or business. The qualified business shal
receive certification fromthe departnment that the business is
| ocated, and is in the active conduct of a trade, profession or
busi ness, within the keystone opportunity zone. The busi ness
shal | obtain annual renewal of the certification fromthe
departnment to continue to qualify under this section.

(b) Relocation.--Any business that relocates fromoutside a
keyst one opportunity zone into a keystone opportunity zone shal

not receive any of the exenptions, deductions, abatenents or

19980H2328B3525 - 15 -



credits set forth in this act unless that business either:

(1) increases full-tinme enploynent by at |east 20%in
the first full year of operation within the keystone
opportunity zone; or

(2) nmakes a capital investnent equivalent to 10% of the
gross revenues of that business in the inmediately preceding
cal endar or fiscal year.

The departnent, in consultation with the Departnment of Revenue,

© o0 N oo o A~ wWw N P
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APPLI CATI ONS AND OTHER FORMS NECESSARY UNDER THI S ACT.

N
o

SECTI ON 309. REDUCTI ON OF EXEMPTI ONS, DEDUCTI ONS, ABATEMENTS OR

N
=

CREDI TS.

N
N

DURI NG THE LAST THREE YEARS THAT THE TAXPAYER IS ELI G BLE FOR

N
w

AN EXEMPTI ON, DEDUCTI ON, ABATEMENT OR CREDI T, THE EXEMPTI ON,

N
~

DEDUCTI ON, ABATEMENT OR CREDI T SHALL BE REDUCED BY THE FOLLOW NG

N
(63}

PERCENTAGES:

N
(e}

(1) FOR THE TAX YEAR THAT | S TWD YEARS BEFCRE THE FI NAL

N
~

YEAR OF DESI GNATI ON AS A KEYSTONE OPPORTUNI TY ZONE, THE

N
oo

PERCENTAGE SHALL BE 25%

N
(o]

(2) FOR THE TAX YEAR | MVEDI ATELY PRECEDI NG THE FI NAL
30 YEAR OF DESI GNATI ON AS A KEYSTONE OPPORTUNI TY ZONE, THE
19980H2328B3525 - 16 -
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PERCENTAGE SHALL BE 50%
(3) FOR THE TAX YEAR THAT IS THE FI NAL YEAR OF
DESI GNATI ON AS A KEYSTONE OPPORTUNI TY ZONE, THE PERCENTAGE
SHALL BE 75%
CHAPTER 5
STATE TAXES
SUBCHAPTER A
CENERAL PROVI SI ONS
Section 501. State taxes.

(a) GCeneral rule.--A person who is a resident of a keystone
opportunity zone, a qualified business or a nonresident under
section 514 shall receive the exenptions, deductions, abatenents
or credits as provided in this chapter and Chapter 7 for the
duration of the keystone opportunity zone designation.

Exenpti ons, deductions, abatenents or credits shall expire on
the date of expiration of the keystone opportunity zone
desi gnat i on.

(b) Construction.--The Departnment of Revenue shal
adm ni ster, construe and enforce the provisions of this chapter
in conjunction with Articles Il, 111, IV and VI of the Tax
Ref orm Code of 1971

SUBCHAPTER B
PARTI CULAR STATE TAXES
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

zone are exenpt fromthe sales and use tax inposed under Article

19980H2328B3525 - 17 -
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Il of the Tax Reform Code of 1971.

(b) Limtation.--Sales at retail or use of tangi ble personal
property or services to the tangi ble personal property that wll
beconme a permanent part of real property in accordance wth
Depart ment of Revenue regul ations shall not be eligible for
sal es or use tax exenption under this section.

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 person shall be allowed an exenption for:

(1) Conpensation received during the tine period when

t he person was a resident of a keystone opportunity zone.

(2) Net income fromthe operation of a qualified

busi ness received by a resident or nonresident of a keystone

opportunity zone attributable to business activity conducted

wi thin a keystone opportunity zone after provision for al
costs and expenses incurred in the conduct thereof,

determ ned either on a cash or accrual basis in accordance

wi th accepted accounting principles and practices but w thout

deducti on of taxes based on incone.

(3) (i) Net gains or incone, |ess net |osses, derived
by a resident or nonresident of a keystone opportunity
zone fromthe sale, exchange or disposition of real or
tangi bl e personal property located in a keystone
opportunity zone as determined in accordance wth
accepted accounting principles and practi ces.

(ii) Net gains, less net |osses, realized by a
resident of a keystone opportunity zone fromthe sale,
exchange or disposition of intangi ble personal property

or obligations issued on or after February 1, 1994, by

19980H2328B3525 - 18 -
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t he Comonweal th, a public authority, comm ssion, board
or other Commonweal th agency, political subdivision or
authority created by a political subdivision or by the
Federal Governnent as determned in accordance with
accepted accounting principles and practi ces.

(ii1) The exenption frominconme for gain or |oss
provided for in this subparagraph shall be prorated based
on either:

(A) the percentage of tinme, based on cal endar

days, the property was held by the taxpayer while a

resident of a keystone opportunity zone in relation

to the total tinme held by the taxpayer; or
(B) the percentage of tinme, based on cal endar
days, the real or tangi bl e personal property |ocated

in the keystone opportunity zone was held by a

nonr esi dent of a keystone opportunity zone during the

time period the keystone opportunity zone was in
effect in relation to the total tine held.

(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, to the extent that income or
|l oss fromthe rental of real or tangi ble personal property is
all ocabl e to a keystone opportunity zone. For purposes of
cal culating this exenption:

(i) Net rents derived fromreal or tangible personal
property located in a keystone opportunity zone are
all ocabl e to a keystone opportunity zone.

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

the taxable year, only the net incone attributable to use

19980H2328B3525 - 19 -
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in the keystone opportunity zone is exenpt. The net

rental inconme shall be multiplied by a fraction, the

numer at or of which is the nunber of days the property was

used in the keystone opportunity zone and t he denom nat or
which is the total days of use.

(5) Dividends received during the tinme the person was a
resident of a keystone opportunity zone.

(6) Interest received during the tine period the person
was a resident of a keystone opportunity 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.

(b) Limtation.--A resident or nonresident may not apply an
exenption frominconme under this act for any class of incone
agai nst any other classes of inconme or gain. A resident or
nonresi dent may not carry back or carry forward any exenption
under this act fromyear to year.

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
on or before the end of the tax year, the person nay claimthe
exenptions frominconme for the itens 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
desi gnated as a keystone opportunity zone. If the person
conpl etes 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

19980H2328B3525 - 20 -
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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
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 Departnment 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 enpl oyer 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 a qualified
busi ness under this act may claima credit against the tax

i nposed by Article IV of the Tax Reform Code of 1971 for the
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taxabl e year to the extent of the tax liability attributable to
busi ness activity conducted within a keystone opportunity zone
in the taxable year. THE BUSI NESS ACTI VI TY MJUST BE CONDUCTED

Dl RECTLY BY A CORPORATI ON I N THE KEYSTONE OPPORTUNI TY ZONE | N
ORDER FOR THE CORPCRATI ON TO CLAIM THE TAX CREDI T.

(b) Tax liability determ nations.--The corporate tax
l[iability attributable to business activity conducted within a
keyst one opportunity zone shall be determi ned by nultiplying the
corporation's taxable inconme that is attributable to business
activity conducted within the keystone opportunity 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 shall be conputed, construed,
adm ni stered and enforced in conformty with Article IV of the
Tax Reform Code of 1971 and with specific reference to the
fol | ow ng:

(1) |If the entire business of the corporation in this
Commonweal th is transacted wholly within the keystone
opportunity zone, the taxable incone attributable to business
activity within a keystone opportunity zone shall consist of
t he Pennsyl vani a taxabl e i ncome as determ ned under Article
I'V 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, the taxable incone of a corporation in a
keyst one opportunity zone shall be determ ned upon such
portion of the Pennsylvania taxable incone of such

corporation attributable to business activity conducted

19980H2328B3525 - 22 -



wi thin the keystone opportunity zone and apportioned in
accordance with subsection (d).
(d) Incone apportionnment.--All taxable incone of a qualified

busi ness shall be apportioned to the keystone opportunity zone

1
2
3
4
5 by multiplying the Pennsylvani a taxable incone by a fraction,
6 the nunmerator of which is the property factor plus the payrol
7 factor plus the sales factor and the denom nator of which is
8 three.

9

(1) The property factor is a fraction, the nunerator of

10 which is the average val ue of the taxpayer's real and

11 t angi bl e personal property owned or rented and used in the
12 keyst one opportunity zone during the tax period and the

13 denom nator of which is the average value of all the

14 t axpayer's real and tangi bl e personal property owned or

15 rented and used in this Commonweal th during the tax period
16 but shall not include the security interest of any

17 corporation as seller or |lessor in personal property sold or
18 | eased under a conditional sale, bailnment |ease, chattel

19 nort gage or other contract providing for the retention of a
20 lien or title as security for the sales price of the

21 property.

22 (2) (i) The payroll factor is a fraction, the numerator
23 of which is the total anount paid in the keystone

24 opportunity zone during the tax period by the taxpayer
25 for conpensation and the denom nator of which is the

26 total conpensation paid in this Conmonweal th during the
27 tax period.

28 (i1i) Conpensation is paid in the keystone

29 opportunity zone if:

30 (A) the person's service is perfornmed entirely
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wi thin the keystone opportunity zone;
(B) the person's service is performed both
wi thin and without the keystone opportunity zone, but
the service performed w thout the keystone
opportunity zone is incidental to the person's
service within the keystone opportunity zone; or
(C sone of the service is perfornmed in the
keyst one opportunity 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 the base of operations
or the place 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.
The sales factor is a fraction, the nunerator of
the total sales of the taxpayer in the keystone
ity zone during the tax period, and the denom nator
is the total sales of the taxpayer in this
alth during the tax period.
(1) Sales of tangible personal property are in the
tone opportunity zone if the property is delivered or
ped to a purchaser within the keystone opportunity
regardl ess of the F.O B. point or other conditions
he sal e.
(i1i) Sales, other than sal es of tangi bl e personal
erty, are in the keystone opportunity zone if:
(A) the income-producing activity is perforned
in the keystone opportunity zone; or
(B) the income-producing activity is perforned
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both within and wi thout the keystone opportunity zone
and a greater proportion of the incone-producing
activity is perfornmed in the keystone opportunity
zone than in any other |ocation, based on costs of
per f or mance.

(e) Conputation.--A corporation shall conpute its
Commonweal th taxable incone in conformty with Article IV of the
Tax Reform Code of 1971 with no adjustnents or subtractions for
keyst one opportunity zone taxable incone.

(f) Credit.--The credit allowed under this section shall not
exceed the corporate net inconme tax liability of the taxpayer
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 conmpany, MJIN Cl PAL WASTE LANDFI LL, water
transportati on conpany, a corporation that qualifies as a
regul ated i nvest nent conpany under Article IV of the Tax Reform
Code of 1971, or holding conpany as defined in Article VI of the
Tax Reform Code of 1971 and any 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 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 under
section 5634¢) 307(A) may claima credit against the tax inposed
by Article VI of the Tax Reform Code of 1971 for the taxable
year to the extent of the tax liability attributable to the

capital enployed within a keystone opportunity zone in the
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t axabl e year.

(b) Tax liability.--The corporation's tax liability
attributable to capital enployed within a keystone opportunity
zone shall be determ ned by multiplying the corporation's
taxabl e value attributable to capital enployed within the
keyst one opportunity 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 Pennsylvania taxable value in
conformty with Article VI of the Tax Reform Code of 1971 with
no adj ustnents or subtractions for the capital enployed in the
keyst one opportunity 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 shall be
determined 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, the taxable value attributable to the
capital enployed within a keystone opportunity zone shal
consi st of the Pennsyl vani a 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
Commonweal th is not wholly transacted within a keystone
opportunity zone, the taxable value of a corporation in a
keyst one opportunity zone shall be determ ned upon such
portion of the Pennsylvania taxable value attributable to the
capital enployed within the keystone opportunity zone by
enpl oyi ng the apportionnent factors set forth in subsection
(d).

(d) Capital stock and franchise tax apportionment. --For
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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 numerator
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 sal es
factors shall not include any property, payroll and sal es
attri butable to nmanufacturing, 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 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
or natural gas conpany, water transportation conpany, a
corporation that qualifies, regulated investnment 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 wwth the operation of these business activities shal
not be used to calculate a credit under this section.

CHAPTER 7
LOCAL TAXES
Section 701. Local taxes.

Every political subdivision in which a designated keystone
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opportunity zone is |l ocated shall exenpt, deduct, abate or
credit | ocal taxes in accordance with ordinances and resol utions
adopt ed under section 301(d). Failure to exenpt, deduct, abate
or credit local taxes shall result in the revocation of the
keyst one opportunity zone designati on.
Section 702. Real property tax.
(a) GCeneral rule.--Notwthstanding 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 t h.
i TN : . Lified -
(B) I NVESTMENT I N LI EU OF TAX PAYMENT. - - <—
(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,
in inmprovenents to the real property, in order for the
residents to be qualified for exenptions, credits and
abat enents under this act.
(2) A NONRESI DENT OMNER OF DETERI ORATED REAL PROPERTY <—
VWHO LEASES THE REAL PROPERTY TO A PERSON FOR RESI DENTI AL USE
SHALL | NVEST 50% OF ALL REAL PROPERTY TAXES, VH CH WOULD HAVE
BEEN DUE | F THE REAL PROPERTY WAS NOT LOCATED IN A KEYSTONE
OPPORTUNI TY ZONE, | N | MPROVEMENTS TO THE REAL PROPERTY.

(c) Application for tax abatenent.--Any person requesting
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real property tax abatenent pursuant to ordi nances or
resol uti ons adopted pursuant to this act shall notify each
political subdivision granting such abatenment in witing on a
form provided by that political subdivision within 30 days of

t he designation as a keystone opportunity zone or within 30 days
of the transfer of ownership of the real property subject to
abat enent. A copy of the abatenent request shall be forwarded by
the political subdivision to the board of assessnment or other
appropri ate assessnent agency.

(d) Annual real property report.--Every qualified politica
subdi vi sion shall submt to the departnment an annual report by
Decenber 31 of each cal endar year of all real property and the
owners and addresses of that real property at any tinme during
the year which is |located in a designated keystone opportunity
zone.

(e) Interest and penalties.--1f the departnment or a
political subdivision finds that a person claimed 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 increased value are not available to the school district
for general school district purposes.

Section 703. Local earned income and net profits taxes;
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busi ness privil ege taxes.

(a) GCeneral exenption.--To the extent that a qualified
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 qualified
political subdivision shall exenpt fromthe inposition or
operation of such |ocal tax ordi nances, statutes, regulations or
ot herwi se:

(1) The business gross receipts for operations conducted
