Introduced Version

SENATE BILL No. 211

DIGEST OF INTRODUCED BILL

Citations Affected: IC 4-4-6.1; IC 6-1.1; IC 6-2.1-3-36; IC 6-3;
IC 6-3.5.

Synopsis. Renaissance zones. Requires the enterprise zone board to
designate areas within Indiana as renaissance zones. Provides relief
from property taxes, the gross income tax, the adjusted gross income
tax, the supplemental net incometax, the county adjusted grossincome
tax, the county option income tax, and the county economic
development income tax to individuals residing in a renai ssance zone
and businesses located in a renaissance zone. Provides that real and
personal property located in a renaissance zone may be assessed for

ayment of ad valorem property taxes committed to funding or paying
bonded indebtedness or lease rentals in leases in which the original
termisfor at least five years.

Effective: July 1, 2000.

L ong, Washington

January 10, 2000, read first time and referred to Committee on Finance.
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PRINTING CODE. Amendments: Whenever an existing statute (or a section of the Indiana
Constitution) isbeing amended, thetext of the existing provision will appear in thisstyletype,
additions will appear in this style type, and deletions will appear in thts styte type:

Additions: Whenever a new statutory provision is being enacted (or a new constitutional
provision adopted), the text of the new provision will appear in this style type. Also, the
word NEW will appear inthat styletypein theintroductory clause of each SECTION that adds
anew provision to the Indiana Code or the Indiana Constitution.

Conflict reconciliation: Text in astatutein thisstyletype or thtsstyte type reconciles conflicts
between statutes enacted by the 1999 General Assembly.

SENATE BILL No. 211

A BILL FOR AN ACT to amend the Indiana Code concerning state
offices and administration.

Be it enacted by the General Assembly of the Sate of Indiana:

SECTION 1.1C4-4-6.1-0.51SADDED TO THE INDIANA CODE
ASANEW SECTION TOREAD ASFOLLOWS[EFFECTIVEJULY
1, 2000]: Sec. 0.5. The general assembly finds and declares that
there exists in Indiana a continuing need for programs to assist
certain local governmental units in encouraging economic
development, the consequent job creation and retention, and
ancillary economic growth in Indiana. To achieve these purposes,
it isnecessary to enhancetheenter prisezone program by enabling
the enterprise zone board to assist and encour age the creation of
renaissancezonesand providetemporary relief from certain taxes
within the renaissance zones.

SECTION 2. IC 4-4-6.1-1.1 IS AMENDED TO READ AS
FOLLOWSI[EFFECTIVEJULY 1,2000]: Sec.1.1. (a) Asused in this
chapter, " capital improvements' referstothefollowing projects:

(1) Road and street maintenance or repair.
(2) Sidewalk construction, maintenance, or repair.
(3) Sewer construction, maintenance, or repair.
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1 (4) Storm sewer construction, maintenance, or repair.
2 (5) Any other project toimprovethephysical environment of
3 the zone.
4 (b) Asusedinthischapter, " development plan™ meansawritten
5 plan that addresses the criteria described in section 3.5 of this
6 chapter and includes all the following:
7 (1) A map of the proposed renaissance zonethat indicatesthe
8 geographicboundaries, thetotal ar ea, and thepresent useand
9 conditions generally of the land and structures within those
10 boundaries.
11 (2) Evidence of community support and commitment from
12 residential and businessinterests within the community.
13 (3) A description of the methods proposed to increase
14 economic opportunity and expansion, facilitateinfrastructure
15 improvement, and identify job training opportunities.
16 (4) A description of current social, economic, and
17 demographiccharacteristicsof theproposed r enaissancezone
18 and anticipated improvements in education, health, human
19 services, public safety, and employment if the renaissance
20 zoneis created.
21 (5) Any other information required by the board.
22 (c) Asused in this chapter, "zone business' means any entity that
23 accesses at least one (1) tax credit or exemption incentive available
24 under this chapter.
25 SECTION 3. IC 4-4-6.1-2 IS AMENDED TO READ AS
26 FOLLOWSI[EFFECTIVEJULY 1, 2000]: Sec. 2. (a) Theboard hasthe
27 following powers, in addition to other powers which are contained in
28 this chapter:
29 (1) Toreview and approve or reject al applicants for enterprise
30 zone designation, according to the criteriafor designation which
31 this chapter provides.
32 (2) To waive or modify rules as provided in this chapter.
33 (3) To provide a procedure by which enterprise zones may be
34 monitored and evaluated on an annual basis.
35 (4) Toadopt rulesfor the disqualification of azonebusinessfrom
36 eligibility for any or all incentives available to zone businesses,
37 if that zone business does not do one (1) of the following:
38 (A) If al of its incentives, as contained in the summary
39 required under section 2.5 of this chapter, exceed one
40 thousand dollars ($1,000) in any year, pay aregistration feeto
41 the board in an amount equal to one percent (1%) of al of its
42 incentives.
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1 (B) Use al of its incentives, except for the amount of

2 registration fee, for its property or employeesin the zone.

3 (C) Remain open and operating as a zone business for twelve

4 (12) months of the assessment year for which the incentiveis

5 claimed.

6 (5) To disgualify a zone business from eligibility for any or all

7 incentives available to zone businesses in accordance with the

8 procedures set forth in the board's rules.

9 (6) After arecommendation from an urban enterprise association,
10 to modify an enterprise zone boundary if the board determines
11 that the modification:

12 (A) isin the best interests of the zone; and

13 (B) meetsthe threshold criteriaand factors set forth in section
14 3 of this chapter.

15 (7) To employ staff and contract for services.

16 (8) Toreceive fundsfrom any source and expend these funds for
17 the administration and promotion of the enterprise zone program.
18 (9) To make determinations under 1C 6-3.1-11 concerning the
19 designation of locations as industrial recovery sites and the
20 availability of the credit provided by 1C 6-1.1-20.7 to persons
21 owning inventory located on an industrial recovery site.

22 (10) Tomakedeterminationsunder IC6-1.1-20.7and IC 6-3.1-11
23 concerning the disqualification of persons from claiming credits
24 provided by those chapters in appropriate cases.

25 (11) To make determinations under I C 6-3.1-11.5 concerning the
26 designation of locations as military base recovery sites and the
27 availability of the credit provided by IC 6-3.1-11.5 to persons
28 making qualified investments in military base recovery sites.

29 (12) To make determinations under I C 6-3.1-11.5 concerning the
30 disqualification of persons from claiming the credit provided by
31 IC 6-3.1-11.5 in appropriate cases.

32 (13) To do thefollowing concer ning renaissance zones.

33 (A) To review and approve or reject all applicants for
34 renaissance zone designation, according tothecriteriafor
35 designation set forth in this chapter.

36 (B) To approve or reject the geographic boundaries and
37 the total area of the renaissance zone as submitted in the
38 application.

39 (C) Toapproveor reect theduration of renaissance zone
40 status as submitted in the application.

41 (b) In addition to a registration fee paid under subsection (a)(4),
42 each zone businessthat receives acredit under this chapter shall assist
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the zone urban enterprise association created under section 4 of this
chapter in an amount determined by the legidative body of the
municipality in which the zone is located. If a zone business does not
assist an urban enterprise association, the legislative body of the
municipality in which the zone is located may pass an ordinance
disqualifying a zone business from €ligibility for all credits or
incentives available to zone businesses. If a legidative body
disqualifies azone business under this subsection, the legidlative body
shall notify the board, the state board of tax commissioners, and the
department of state revenue in writing within thirty (30) days of the
passage of the ordinance disqualifying the zone business.
Disqualification of a zone business under this section is effective
beginning with the taxable year in which the ordinance disqualifying
the zone business is passed.

(c) A zoneurban enter prise association must usethe assistance
provided by each zone business under subsection (b) for capital
improvementswithin the zone.

SECTION 4.1C4-4-6.1-3.51SADDED TO THE INDIANA CODE
ASANEW SECTION TOREAD ASFOLLOWS[EFFECTIVEJULY
1, 2000]: Sec. 3.5. (a) The board may designate up to twenty-five
(25) renaissancezones. If amunicipality that containsan enterprise
zonedesignated under section 3 of thischapter appliestotheboard
tohavepart of itsenter prisezonedesignated asar enaissance zone,
theboard shall approvethemunicipality'sapplication. Theremay
not be more than one (1) renaissance zone in a municipality.
However, a renaissance zoneisnot required to have a continuous
boundary. A renaissance zone may include up to six (6) distinct
geographical areas known as subzones.

(b) After approval by resolution of the legislative body, the
executive of a municipality that is not an included town under
I C 36-3-1-7 may submit one (1) application to the enterprise zone
board to have one (1) part of the municipality designated as a
renaissance zone. If an application is denied, the executive may
submit a new application. The board by rule shall provide
application procedures.

(c) Theboard shall evaluate arenaissance zone application if it
findsthat thefollowingthreshold criteriaexist in a proposed zone:

(1) A poverty level in which twenty-five percent (25%) of the
households in the zone are below the poverty level as
established by the most recent United States census or an
aver age rate of unemployment for the most recent eighteen
(18) month period for which dataisavailablethat is at least
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1 one and one-half (1 1/2) times the average statewide rate of

2 unemployment for the same eighteen (18) month period.

3 (2) An area of morethan three-fourths (3/4) square mile but

4 less than six (6) square miles, entirely within the applicant

5 municipality. However, if the zone includes a parcel of

6 property that:

7 (A) isowned by the municipality; and

8 (B) hasan area of at least twenty-five (25) acres,

9 thearea of thezonemay beincreased abovethesix (6) square
10 mile limitation by an amount not to exceed the area of the
11 municipally owned parcel.

12 (3) Theproposed renaissancezonedoesnot contain mor ethan
13 six (6) distinct subzones. Theminimum size of asubzoneisas
14 follows:

15 (A) For a subzone located in a municipality with a
16 population of at least five hundred thousand (500,000), the
17 subzone may not belessthan thirty (30) acres.

18 (B) For a subzone located in a municipality with a
19 population of at least fifty thousand (50,000) but lessthan
20 five hundred thousand (500,000), the subzone may not be
21 lessthan twenty (20) acres.

22 (C) For a subzone located in a municipality with a
23 population of lessthan fifty thousand (50,000), the subzone
24 may not be lessthan ten (10) acres.

25 (4) Property suitable for the development of a mix of
26 commercial, industrial, and residential activities.

27 (5) The appointment of an urban enter prise association that
28 meets the requirements of section 4 of this chapter.

29 (6) A statement by the applicant indicating its willingnessto
30 provide certain specified economic development incentives.
31 (d) If an applicant meetsthethreshold criteria of subsection (c),
32 theboard shall evaluatetheapplication, arriveat a decision based
33 on thefollowing factors, and either designate a zone or reect the
34 application:

35 (1) Level of poverty, unemployment, and general distress of
36 theareain comparison with other applicant and nonapplicant
37 municipalities and the expression of need for a renaissance
38 zone over and above the threshold criteria contained in
39 subsection (c).

40 (2) Evidence of support for designation by residents,
41 businesses, and private organizations in the proposed zone,
42 and the demonstration of a willingness among those zone
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constituentsto participatein zone arearevitalization.
(3) Efforts by the applicant municipality to reduce the
impediments to development in the zone area where
necessary, including the following:
(A) A procedure for streamlining local government
regulations and permit procedures.
(B) Crime prevention activitiesinvolving zone residents.
(C) A plan for infrastructure improvements capable of
supporting increased development activity.
(4) Significant effortsto encouragethereuse of existing zone
structures in new development activities to preserve the
existing character of the neighborhood, where appropriate.
(5) The proposed managerial structure of the zone and the
capacity of the urban enterprise association to carry out the
goals and pur poses of this chapter.

(e) A renaissance zone expires fifteen (15) years after the date
it isdesignated by the board.

(f) Theenter prisezoneboard may not approvetheenlar gement
of arenaissancezone sgeographicboundariesunlesstheareatobe
enlarged meets the criteria of economic distress set forth in
subsection (c)(1).

(g9) The board may not do the following:

(1) Consider an application for renaissance zone designation
if the application was submitted after September 30, 2001.
(2) Designate a r enaissance zone before November 1, 2000, or
after December 31, 2001.

SECTION5.1C4-4-6.1-6.51SADDED TO THE INDIANA CODE
ASANEW SECTION TOREAD ASFOLLOWS[EFFECTIVEJULY
1,2000]: Sec.6.5. (a) A businessthat substantially reducesor ceases
an operation located in Indiana and outside a renaissance zone
(referred to as a non-zone operation) in order to relocate in an
Indianarenaissancezoneisdisqualified from benefitsor incentives
available to zone businesses. Deter minations under this section
shall bemade by a hearing panel composed of the chairman of the
board or the chairman's designee, the commissioner of the
department of state revenue or the commissioner's designee, and
the chairman of the state board of tax commissioners or the
chairman'sdesignee. The panel, after an evidentiary hearing held
subsequent to the relocation of the business, shall submit a
recommended order to the board for its adoption. The
recommended order shall be based on the following criteria and
subsection (b):
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1 (1) A site-specific economic activity, including sales, leasing,
2 service, manufacturing, production, storage of inventory, or
3 any activity involving permanent full-time employees or
4 part-timeemployeesshall beconsider ed abusinessoperation.
5 (2) With respect to anon-zone oper ation, any of thefollowing
6 that occurs during the twelve (12) months before the
7 completion of the physical relocation of all or part of the
8 activity described in subdivision (1) from the non-zone
9 operation to the zone as compared with the twelve (12)

10 months before that twelve (12) months shall be considered a

11 substantial reduction:

12 (A) A reduction in the average number of full-time

13 employees or part-time employees of the lesser of one

14 hundred (100) employees or twenty-five percent (25%) of

15 all employees.

16 (B) A twenty-five percent (25%) reduction in the average

17 number of goods manufactured or produced.

18 (C) A twenty-five percent (25%) reduction in the average

19 value of servicesprovided.

20 (D) A ten percent (10%) reduction in the aver age value of

21 stored inventory.

22 (E) A twenty-five percent (25%) reduction in the average

23 amount of grossincome.

24 (b) Notwithstanding subsection (a), a business that would

25 otherwise be disqualified under subsection (a) is eligible for

26 benefits and incentives available to zone businesses if each of the

27 following conditionsis met:

28 (1) The business relocates its non-zone operation for any of

29 the following reasons:

30 (A) The lease on property necessary for the non-zone

31 oper ation has been involuntarily lost through no fault of

32 the business.

33 (B) The space available at the location of the non-zone

34 oper ation cannot accommodateplanned expansion needed

35 by the business.

36 (C) The building for the non-zone operation has been

37 certified as uninhabitable by a state or local building

38 authority.

39 (D) The building for the non-zone operation has been

40 totally destroyed through no fault of the business.

41 (E) Therenovation and construction costs at the location

42 of the non-zone oper ation are mor ethan one and one-half
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(1 1/2) times the costs of purchase, renovation, and
construction of afacility in the zone, as certified by three
(3) independent estimates.
A businessiséeligiblefor benefitsand incentivesunder clause
(C) or (D) only if renovation and construction costs at the
location of the non-zone operation are more than one and
one-half (1 1/2) times the cost of purchase, renovation, and
construction of a facility in the zone. These costs must be
certified by three (3) independent estimates.
(2) Thebusinesshasnot terminated or reduced thepension or
health insurance obligations payable to employees or former
employees of the non-zone operation without the consent of
the employees.

(c) The hearing panel shall deliver to the business and to any
person whotestified beforethe panel in favor of disqualification of
the business a copy of the pand's recommended order. The
businessand theseper sonsshall beconsider ed partiesfor purposes
of this section.

(d) A party who wishes to oppose the board's adoption of the
recommended order of the hearing panel shall, not later than ten
(10) days after the party'sreceipt of the recommended order, file
written objections with the board. If the objections are filed, the
board shall set the objectionsfor oral argument and give noticeto
theparties. A party, at itsown expense, may causeto befiled with
the board a transcript of the oral testimony or any other part of
therecord of the proceedings. The oral argument shall be on the
record filed with the board. The board may hear additional
evidence or remand the action to the hearing panel with
instructionsappropriateto theexpeditiousand proper disposition
of the action. The board may adopt the recommendations of the
hearing panel, amend or modify therecommendations, or makean
order or determination asis proper on therecord.

(e) If no objections are filed, the board may adopt the
recommended order without oral argument. If the board doesnot
adopt the proposed findings of fact and recommended order, the
parties shall be notified and the action shall be set for oral
argument as provided in subsection (d).

(f) Thefinal determination made by the boar d shall be made by
amajority of the quorum needed for board meetings.

SECTION 6. IC 4-4-6.1-9 ISADDED TO THE INDIANA CODE
ASANEW SECTION TOREAD ASFOLLOWS[EFFECTIVEJULY
1, 2000]: Sec. 9. (a) Except asprovided in section 10 of thischapter,
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an individual whoisaresident of arenaissance zone or abusiness
that islocated and conducts business activity inside a renaissance
zone shall receive the exemption, deduction, or credit asprovided
in the following:

(D) IC 6-2.1-3-36 (the gross income tax).

(2) 1C 6-3-2-19 (the adjusted gross income tax and county

income taxes).

(3) IC 6-3-8-7 (the supplemental net income tax).

(b) Except as provided in section 10 of this chapter, real
property and personal property located inside a renaissance zone
are exempt from taxation under 1C 6-1.1. However, real property
and personal property are not exempt from ad valorem property
tax levies committed to pay or fund either:

(1) bonded indebtedness; or
(2) leaserentalsunder aleasewith an original term of at least
five (5) years.

(c) During the last three (3) yearsthat the taxpayer is eligible
for an exemption, deduction, or credit described in subsections(a)
and (b), theexemption, deduction, or credit shall bereduced by the
following per centages.

(1) Twenty-five percent (25%) for the year that is two (2)
years before the final year of designation as a renaissance
zone.

(2) Fifty percent (50%) for the year that immediately
precedesthefinal year of designation as a renaissance zone.
(3) Seventy-five percent (75%) for the final year of
designation as a renaissance zone.

SECTION 7.1C 4-4-6.1-10 ISADDED TO THE INDIANA CODE
ASANEW SECTION TOREAD ASFOLLOWS[EFFECTIVEJULY
1, 2000]: Sec. 10. (&) An individual who is a resident of a
renaissance zone, a businessthat islocated and conducts business
activity inside a renaissance zone, or a person that owns property
located inside a renaissance zoneisnot eligiblefor the exemption,
deduction, or credits described in section 9 of this chapter if the
individual, business, or person is:

(2) delinquent in the payment of:
(A) aproperty tax assessed and imposed under | C 6-1.1; or
(B) alisted tax under 1C 6-8.1; or
(2) not in substantial compliancewith all applicable stateand
local zoning, building, and housing laws, ordinances, and
codes for residential rental property located inside a
renaissance zone.
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(b) An individual who is a resident of a renaissance zone is
eligiblefor an exemption, deduction, or credit described in section
9 of thischapter until the department of state revenue deter mines
that the aggregate state and local tax revenueforegone asa result
of all exemptions, deductions, or creditsgranted under section 9 of
this chapter to that individual reaches ten million dollars
($10,000,000).

SECTION 8.1C 4-4-6.1-11 ISADDED TO THE INDIANA CODE
ASANEW SECTION TOREAD ASFOLLOWS[EFFECTIVEJULY
1, 2000]: Sec. 11. (a) An individual or business receiving an
exemption, deduction, or credit described in section 9 of this
chapter may not receive a tax incentive or benefit provided to an
enterprise zoneresident or business under the following statutes:

(1) 1C 6-1.1-20.8.
(2)1C 6-2.1-3-32.
(3) I1C 6-3-2-8.
(4) 1C 6-3-3-10.
(5) 1C 6-3.1-7.
(6) IC 6-3.1-10.

(b) Anindividual or businessreceivingan exemption, deduction,
or credit described in section 9 of this chapter may not receive a
tax credit provided under |C 6-3.1-9.

SECTION 9.1C 4-4-6.1-12 ISADDED TO THE INDIANA CODE
ASANEW SECTIONTOREAD ASFOLLOWS[EFFECTIVEJULY
1, 2000]: Sec. 12. (a) The enter prise zone board shall prescribethe
form of the application for a renaissance zone designation.

(b) The enterprise zone board shall contract with a state
univer sity to preparean annual report to the general assembly on
the economic effects of this chapter in each renaissance zone. The
report must include the following information:

(1) The number of new jobs created.

(2) The percentage changein assessed value.

(3) The average wage of new jobs created.

(4) The percentage change of adjusted gross income of
residents.

SECTION 10.1C 4-4-6.1-13ISADDED TOTHEINDIANA CODE
ASANEW SECTION TOREAD ASFOLLOWS[EFFECTIVEJULY
1, 2000]: Sec. 13. (a) The department of state revenue shall adopt
rulesand prescribeformsand returnsnecessary toimplement this
chapter.

(b) The state boar d of tax commissioner s shall adopt rules and
prescribeformsand returnsnecessary to implement this chapter.
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SECTION 11. IC 6-1.1-10-42 IS ADDED TO THE INDIANA
CODE AS A NEW SECTION TO READ AS FOLLOWS
[EFFECTIVE JULY 1, 2000]: Sec. 42. (a) Except as provided in
subsection (b), real property and personal property located inside
a renaissance zone ar e exempt from property taxation under this
article.

(b) Real property and personal property located inside a
renaissance zone shall be assessed for the payment of ad valorem
property tax levies committed to pay or fund either:

(1) bonded indebtedness; or
(2) leaserentalsunder aleasewith an original term of at least
five (5) years.

SECTION 12. IC 6-1.1-11-3 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 2000]: Sec. 3. (&) The owner of
tangible property who wishes to obtain an exemption from property
taxation shall file a certified application in duplicate with the auditor
of the county inwhich the property islocated. The application must be
filed annually on or before May 15 on forms prescribed by the state
board of tax commissioners. Except as provided in sections 1, 3.5, and
4, and 4.5 of this chapter, the application applies only for the taxes
imposed for the year for which the application isfiled.

(b) The authority for signing an exemption application may not be
delegated by the owner of the property to any other person except by
an executed power of attorney.

(c) An exemption application which is required under this chapter
shall contain the following information:

(1) A description of the property claimed to be exempt in
sufficient detail to afford identification.

(2) A statement showing the ownership, possession, and use of
the property.

(3) The grounds for claiming the exemption.

(4) The full name and address of the applicant.

(5) Any additional information which the state board of tax
Commissioners may require.

SECTION 13. IC 6-1.1-11-4.5 IS ADDED TO THE INDIANA
CODE AS A NEW SECTION TO READ AS FOLLOWS
[EFFECTIVEJULY 1,2000]: Sec. 4.5. (a) An owner of real property
or personal property located insidear enaissance zonewho wishes
to obtain the exemption provided under I C 6-1.1-10-42 must filea
certified application in duplicate with the auditor of the county in
which theproperty islocated. Theapplication must befiled before
February 16 on forms prescribed by the state board of tax
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commissioners.

(b) Theauthority for signing an exemption application may not
be delegated by the owner of the property to any other person
except by an executed power of attorney.

(c) An exemption application required under this section must
contain the following information:

(1) A description of the property claimed as exempt in
sufficient detail to enableidentification.

(2) A statement showing the owner ship of the property.

(3) Thegroundsfor claiming the exemption.

(4) Thefull name and address of the applicant.

(5) Any additional information the state board of tax
commissioners may require.

(d) The owner of real property or personal property located
inside a renaissance zone is not required to file an additional
application if theowner remainseligiblefor arenaissancezonetax
exemption under 1C 6-1.1-10-42.

SECTION 14.1C6-2.1-3-36 ISADDED TO THEINDIANA CODE
ASANEW SECTION TOREAD ASFOLLOWS[EFFECTIVEJULY
1, 2000]: Sec. 36. (a) Asused in thissection, " grossincome derived
from sour cesinside a renaissance zone" means:

(1) gross income from real or tangible personal property

located inside a r enaissance zone;

(2) income from doing businessinside a renaissance zone;

(3) income from a trade or profession conducted inside a

renaissance zone;

(4) compensation for labor or services rendered inside a

renaissance zone; and

(5) income from stocks, bonds, notes, bank deposits, patents,

copyrights, secret processes and formulas, good will,

trademarks, trade brands, franchises, and other intangible

personal property having a situsinside a renaissance zone.
However, for nonbusinessincomedescribed in subsection (i), only
so much of theincome asis allocated to a renaissance zone under
subsections (j) through (m) is considered derived from sources
insidear enaissance zone. For businessincome, only so much of the
incomeasisapportioned toarenaissancezoneunder subsection (d)
is considered derived from sourcesinside a renaissance zone.

(b) As used in this section, "renaissance zone' means a
renaissance zone created under 1C 4-4-6.1-3.5.

(c) Grossincomederived from sour cesinsidear enaissancezone
isexempt from the grossincometax.
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(d) If businessincomederived from sour cesinsidear enaissance
zone cannot be separated from the businessincome derived from
sour cesoutside the renaissance zone, the businessincome derived
from sources inside the renaissance zone is determined by
multiplying the businessincome derived from sourcesboth inside
and outside the renaissance zone by a fraction. The numerator of
thefraction isthe property factor described in subsection (€), plus
the payroll factor described in subsection (f), plusthe salesfactor
described in subsection (g). The denominator of the fraction is
three (3).

(e) The property factor is a fraction. The numerator of the
fraction is the average value of the taxpayer's real property and
tangible personal property owned or rented and used in a
renaissance zoneduring thetaxableyear. The denominator of the
fractionistheaveragevalueof all thetaxpayer'sreal property and
tangible personal property owned or rented and used during the
taxable year. Property owned by the taxpayer is valued at its
original cost. Property rented by thetaxpayer isvalued at eight (8)
times the net annual rental rate. Net annual rental rate is the
annual rental rate paid by thetaxpayer lessany annual rental rate
received by thetaxpayer from subrentals. Theaver ageof property
isdetermined by averaging the values at the beginning and end of
thetaxableyear, but thedepartment may requiretheaveraging of
monthly values during the taxable year if reasonably required to
reflect properly the average value of the taxpayer's property.

(f) Thepayroall factor isafraction, thenumerator of whichisthe
total amount paid in arenaissancezoneduringthetaxableyear by
the taxpayer for compensation, and the denominator of which is
thetotal compensation paid everywhereduringthetaxableyear by
the taxpayer. Compensation is paid in arenaissance zoneif:

(1) the individual's service is performed entirely within the
I enaissance zone;
(2) the individual's service is performed both inside and
outside the renaissance zone, but the service performed
outside the renaissance zone is incidental to the individual's
serviceinside the r enaissance zone; or
(3) some of the service is performed inside the renaissance
zone and:
(A) the base of operations or, if there is no base of
oper ations, the place from which the serviceisdirected or
controlled, isinside the renaissance zone; or
(B) thereisno base of operationsor place from which the

2000 IN 211—L S 6493/DI 92+



©CoO~NOOOULDAWNPRE

-b-b-b0.)0.)0.)0.)0.)5§OJOJOJOJNNNNNNNNNNI—‘I—‘I—‘I—‘I—‘I—‘I—‘I—‘I—‘I—‘
NP, OOWNO O WNPOOWOONOOULR,WNRPOOO~NOOOUDMWDNEO

14

service is directed or controlled, but the individual is a
resident of the renaissance zone.

(g9) Thesalesfactor isafraction. Thenumerator of thefraction
isthetotal sales of the taxpayer inside a renaissance zone during
thetaxableyear. The denominator of thefraction isthetotal sales
of the taxpayer everywhere during the taxable year. Sales of
tangible personal property arein arenaissance zoneif:

(1) the property isdelivered or shipped to a purchaser, other
than the United States government, inside the renaissance
zone, regardless of the f.o.b. point or other conditions of the
sale; or

(2) the property is shipped from an office, store, warehouse,
factory, or other place of storageinsidethe renaissance zone
and either the purchaser isthe United States government or
thetaxpayer isnot taxable in the state of the purchaser.

(h) Sales, other than sales of tangible personal property, are
inside a renaissance zoneif:

(1) the income-producing activity is performed inside the
renaissance zone; or

(2) the income-producing activity is performed both inside
and outsidetherenaissance zone and a greater proportion of
the income-producing activity is performed inside the
r enaissance zone than outside ther enaissance zone, based on
costs of performance.

(i) Rentsand royaltiesfrom real or tangible per sonal property,
capital gains, interest, dividends, or patent or copyright royalties,
totheextent that they constitutenonbusinessincome, ar eallocated
asprovided in subsections (j) through (m).

(i) Net rentsand royaltiesfrom:

(1) real property located inside a renaissance zone are

allocableto the renaissance zone; and

(2) tangible personal property areallocated to arenaissance

zone to the extent that the property is used inside the

renaissance zone.
Theextent of useof tangibleper sonal property insidearenaissance
zone is determined by multiplying the rents and royalties by a
fraction. The numerator of the fraction isthe number of days of
physical location of theproperty insidether enaissancezoneduring
therental or royalty period in the taxable year. The denominator
of the fraction is the number of days of physical location of the
property everywhere during all rental or royalty periodsin the
taxable year. If the physical location of the property during the
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rental or royalty period isunknown or isnot ascertainable by the
taxpayer, tangible personal property is used where the royalty
payor obtained possession of the property.

(k) Capital gainsand losses from sales of:

(1) real property located inside a renaissance zone are
allocableto the renaissance zone;

(2) tangible personal property are allocable to a renaissance
zoneif theproperty had a situsinside therenaissance zone at
thetime of the sale; and

(3) intangibleper sonal property areallocabletoarenaissance
zone if the taxpayer's commercial domicile is inside the
renaissance zone.

() Interest and dividends ar e allocable to arenaissance zone if
thetaxpayer'scommercial domicileisinsidetherenaissance zone.

(m) Patent and copyright royaltiesar eallocabletoarenaissance
zone to the extent that the patent or copyright is used by the
taxpayer inside the renaissance zone. A patent is used inside a
renaissance zone to the extent that it is used in production,
fabrication, manufacturing, or other processing inside the
renaissance zone or to the extent that a patented product is
produced inside therenaissance zone. | f the basis of receiptsfrom
patent royaltiesdoes not per mit allocation to renaissance zones or
if the accounting procedures do not reflect location of use, the
patent is used at the location of the taxpayer's commercial
domicile. A copyright isused insidear enaissancezonetotheextent
that printing or other publication originatesinsidetherenaissance
zone. If the basis of receipts from copyright royalties does not
permit allocation to renaissance zones or if the accounting
procedures do not reflect location of use, the copyright isused at
the location of the taxpayer's commer cial domicile.

(n) If theallocation and appor tionment provisionsof thissection
donot fairly represent thetaxpayer'sincomederived from sour ces
inside a renaissance zone, the taxpayer may petition for or the
department may require, with respect to all or any part of the
taxpayer's business activity:

(1) a separate accounting;

(2) the exclusion of any one (1) or moreof thefactorslistedin
this section;

(3) theinclusion of one (1) or mor eadditional factor sthat will
fairly represent the taxpayer'sincome derived from sources
inside the renaissance zone; or

(4) the employment of any other method to effectuate an
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equitable allocation and apportionment of the taxpayer's
income.

(0) In the case of at least two (2) organizations, trades, or
businesses owned or controlled directly or indirectly by the same
interests, thedepartment shall distribute, apportion, or allocatethe
income derived from sources inside a renaissance zone among
those organizations, trades, or businessesin order tofairly reflect
and report theincomederived from sour cesinsidetherenaissance
zone by varioustaxpayers.

(p) A taxpayer that:

(1) does not own, rent, or lease real property outside a
renaissance zone that is an integral part of its trade or
business; and
(2) is not owned or controlled directly or indirectly by a
taxpayer that owns, rents, or leases real property outside a
r enaissance zone;
isexempt from theallocation and apportionment provisionsof this
section.

SECTION 15. IC 6-3-2-19 ISADDED TO THE INDIANA CODE
ASANEW SECTION TOREAD ASFOLLOWS[EFFECTIVEJULY
1, 2000]: Sec. 19. (a) Incomereceived by an individual whoresides
inside a renaissance zone is exempt from taxation under I1C 6-3-1
through IC 6-3-7. An individual must reside inside a renaissance
zone one hundred eighty-three (183) days before the individual is
eligiblefor an exemption under this section.

(b) The employer of an individual who qualifies for an
exemption under this section may not withhold taxes imposed
under the following statuteswith respect to theindividual:

(1) 1C 6-3 (the adjusted grossincometax).

(2) 1C 6-3.5-1.1 (the county adjusted grossincome tax).

(3) 1C 6-3.5-6 (the county option income tax).

(4) 1C 6-3.5-7 (thecounty economic devel opment incometax).

(c) The department shall adopt rules and prescribe forms
necessary to implement this section.

SECTION 16.1C6-3-8-2ISAMENDED TOREAD ASFOLLOWS
[EFFECTIVE JULY 1, 2000]: Sec. 2. (a) Asused in this chapter, the
term "corporation” shall mean and apply to corporations and shall also
mean and apply to banks and trust companies, national banking
associations, mutual savings banks, and savings and |oan associations
not subject to taxation under thefinancial institutionstax (1C 6-5.5) and
domestic insurance compani es organized under the laws of the state of
Indiana notwithstanding that such organizations are exempt from the
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1 tax imposed on adjusted gross income pursuant to | C 6-3-2-1 whether
2 such exemption is accorded under the provisions of IC 6-3-2-2.8(3) or
3 IC 6-3-2-2.8(4), or under the provisions of IC 27-1-18-2, as such
4 section pertains to domestic insurance companies, or under the
5 provisions of any other law of the state of Indiana.
6 (b) Theterm"netincome" shall mean adjusted grossincomederived
7 from sources within the state of Indiana, as determined in accordance
8 with the provisions of IC 6-3-2-2, adjusted as follows: Subtract an
9 amount equal to the greater of:
10 (1) the amount of tax imposed by IC 6-3-2 on the taxpayer's
11 adjusted gross income for the same taxable year (before the
12 allowance of credits provided for in IC 6-3);
13 (2) theamount of tax imposed on the grossincome of the taxpayer
14 for such taxable year by IC 6-2.1; or
15 (3) the amount of tax imposed on premiums received on policies
16 of insurance by 1C 27-1-18-2.
17 (c) However, inthe case of domesti cinsurance companiesorganized
18 under the laws of the state of Indiana, the term "net income" shall
19 mean:
20 () either:
21 (A) for lifeinsurance companies (as defined in Section 816(a)
22 of thelnternal Revenue Code), lifeinsurance company taxable
23 income (as defined in Section 801 of the Internal Revenue
24 Code); or
25 (B) for insurance compani es subjected to theimposition of tax
26 under Section 831 of the Interna Revenue Code, taxable
27 income (as defined in Section 832 of the Internal Revenue
28 Code); multiplied by
29 (2) afraction:
30 (A) the numerator of whichisthedirect premiumsand annuity
31 considerations received during the taxable year for insurance
32 upon property or risksin this state; and
33 (B) the denominator of which is the direct premiums and
34 annuity considerations received during the taxable year for
35 insurance upon property or risks everywhere; and
36 (3) theproduct of such multiplication shall beadjusted asfollows:
37 Subtract an amount equal to the greater of either:
38 (A) the amount of tax imposed on the gross income of the
39 taxpayer by 1C 6-2.1 and paid by the taxpayer for the same
40 taxable year; or
41 (B) the amount of tax imposed on the gross premiums of the
42 taxpayer and paid by thetaxpayer pursuant to |C 27-1-18-2 for
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the same taxable year.

(d) For the purpose of subsection (c), theterm"direct premiumsand
annuity considerations" shall be defined as gross premiums received
from direct business, as reported in the company's annual statement
filedwith theinsurance department of thisstate on theform prescribed.

(e) Asused in thischapter, " incomederived from sour cesinside
arenaissance zone" hasthe meaning set forth in 1C 6-2.1-3-36 for
"grossincome derived from sourcesinside a renaissance zone" .

SECTION 17. IC 6-3-8-7 ISADDED TO THE INDIANA CODE
ASANEW SECTION TOREAD ASFOLLOWS[EFFECTIVEJULY
1, 2000]: Sec. 7. Incomederived from sour cesinside a renaissance
zoneisexempt from theimposition of the supplemental net income
tax.

SECTION 18. IC 6-3.5-1.1-1 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 2000]: Sec. 1. As used in this
chapter:

"Adjusted gross income” has the same definition that the term is
givenin IC 6-3-1-3.5(a), except that in the case of a county taxpayer
who is not aresident of acounty that has imposed the county adjusted
grossincometax, thetermincludesonly adjusted grossincomederived
from his principal place of business or employment.

"Civil taxing unit" meansany entity having the power to impose ad
valorem property taxes except aschool corporation. The term does not
include a solid waste management district that is not entitled to a
distribution under section 1.3 of this chapter. However, in the case of
a consolidated city, the term "civil taxing unit" includes the
consolidated city and all special taxing districts, all special service
districts, and all entities whose budgets and property tax levies are
subject to review under 1C 36-3-6-9.

"County council" includesthe city-county council of aconsolidated
city.

"County taxpayer" as it relates to a county for a year means any
individual:

(1) who residesin that county on the date specified in section 16
of this chapter; or

(2) who maintains his principal place of business or employment
in that county on the date specified in section 16 of this chapter
and who does not on that same date reside in another county in
which the county adjusted gross income tax, the county option
incometax, or the county economic devel opment incometax isin
effect.

"Department" refers to the Indiana department of state revenue.
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"Nonresident county taxpayer" as it relates to a county for a year
means any county taxpayer for that county for that year who is not a
resident county taxpayer of that county for that year.

" Renaissance zone" refers to a renaissance zone established
under |1C 4-4-6.1-3.5.

"Resident county taxpayer” asit relatesto acounty for ayear means
any county taxpayer who residesin that county on the date specifiedin
section 16 of this chapter.

"School corporation” means any public school corporation
established under Indiana law.

SECTION 19. IC 6-3.5-1.1-1.5 IS ADDED TO THE INDIANA
CODE AS A NEW SECTION TO READ AS FOLLOWS
[EFFECTIVE JULY 1, 2000]: Sec. 1.5. Income received by an
individual whoresidesinsidear enaissancezoneisexempt fromthe
county adjusted grossincometax. Anindividual must resideinside
arenaissance zone one hundred eighty-three (183) daysbeforethe
individual iseligible for an exemption under this section.

SECTION 20. IC 6-3.5-1.1-18 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 2000]: Sec. 18. (a) Except as
otherwise provided in this chapter, all provisions of the adjusted gross
income tax law (IC 6-3) concerning:

(1) definitions;

(2) declarations of estimated tax;

(3) filing of returns,

(4) remittances;

(5) incorporation of the provisions of the Internal Revenue Code;

(6) penalties and interest;

(7) exclusion of military pay credits for withholding; and

(8) exemptions and deductions;
apply to the imposition, collection, and administration of the tax
imposed by this chapter.

(b) Theprovisionsof IC 6-3-1-3.5(a)(6), IC 6-3-3-3,1C 6-3-3-5, and
IC 6-3-5-1 do not apply to the tax imposed by this chapter.

(c) Notwithstanding subsections (a) and (b), each employer shall
report to the department the amount of withholdings attributable to
each county. This report shall be submitted annually along with the
employer's annual withholding report.

(d) Notwithstanding subsections(a) and (b), theemployer of an
individual who qualifiesfor an exemption under section 1.5 of this
chapter may not withhold thetax imposed under thischapter with
respect to the individual. The department shall adopt rules and
prescribe forms necessary to implement this subsection.
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SECTION 21. IC 6-35-6-1 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 2000]: Sec. 1. As used in this
chapter:

"Adjusted gross income" has the same definition that the term is
givenin IC 6-3-1-3.5. However, in the case of a county taxpayer who
is not treated as a resident county taxpayer of a county, the term
includes only adjusted gross income derived from his principa place
of business or employment.

"Civil taxing unit" means any entity, except a school corporation,
that hasthe power to impose ad val orem property taxes. Theterm does
not include a solid waste management district that is not entitled to a
distribution under section 1.3 of this chapter. However, in the case of
acounty inwhich a consolidated city islocated, the consolidated city,
thecounty, all special taxing districts, special servicedistricts, included
towns (as defined in IC 36-3-1-7), and al other political subdivisions
except townships, excluded cities (as defined in IC 36-3-1-7), and
school corporations shall be deemed to comprise one (1) civil taxing
unit whose fiscal body isthe fiscal body of the consolidated city.

"County incometax council" meansacouncil established by section
2 of this chapter.

"County taxpayer", as it relates to a particular county, means any
individual:

(1) who residesin that county on the date specified in section 20
of this chapter; or

(2) who maintains his principal place of business or employment
in that county on the date specified in section 20 of this chapter
and who does not reside on that same date in another county in
which the county option income tax, the county adjusted income
tax, or the county economic development incometax isin effect.

"Department” refers to the Indiana department of state revenue.

"Fiscal body" has the same definition that the term is given in
IC 36-1-2-6.

" Renaissance zone" refers to a renaissance zone established
under |C 4-4-6.1-3.5.

"Resident county taxpayer", as it relates to a particular county,
means any county taxpayer who resides in that county on the date
specified in section 20 of this chapter.

"School corporation™ has the same definition that theterm is given
inlC 6-1.1-1-16.

SECTION 22. IC 6-3.5-6-1.5 IS ADDED TO THE INDIANA
CODE AS A NEW SECTION TO READ AS FOLLOWS
[EFFECTIVE JULY 1, 2000]: Sec. 1.5. Income received by an
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individual whoresidesinsidear enaissancezoneisexempt fromthe
county option income tax. An individual must reside inside a
renaissance zone one hundred eighty-three (183) days before the
individual is€ligible for an exemption under this section.

SECTION 23. IC 6-3.5-6-22 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 2000]: Sec. 22. (a) Except as
otherwise provided in subsection (b) and the other provisions of this
chapter, all provisions of the adjusted gross income tax law (IC 6-3)
concerning:

(1) definitions;

(2) declarations of estimated tax;

(3) filing of returns,

(4) deductions or exemptions from adjusted gross income;

(5) remittances;

(6) incorporation of the provisions of the Internal Revenue Code;

(7) penalties and interest; and

(8) exclusion of military pay credits for withholding;
apply to the imposition, collection, and administration of the tax
imposed by this chapter.

(b) Theprovisionsof IC 6-3-1-3.5(a)(6), IC 6-3-3-3,1C 6-3-3-5, and
IC 6-3-5-1 do not apply to the tax imposed by this chapter.

(c) Notwithstanding subsections (a) and (b), each employer shall
report to the department the amount of withholdings attributable to
each county. Thisreport shall be submitted along with the employer's
other withholding report.

(d) Notwithstanding subsections(a) and (b), theemployer of an
individual who qualifiesfor an exemption under section 1.5 of this
chapter may not withhold thetax imposed under thischapter with
respect to the individual. The department shall adopt rules and
prescribe forms necessary to implement this subsection.

SECTION 24. IC 6-3.5-7-4.5 IS ADDED TO THE INDIANA
CODE AS A NEW SECTION TO READ AS FOLLOWS
[EFFECTIVE JULY 1, 2000]: Sec. 4.5. As used in this chapter,
"renaissancezone" refersto arenaissance zone established under
IC 4-4-6.1-3.5.

SECTION 25. IC 6-3.5-7-5.5 IS ADDED TO THE INDIANA
CODE AS A NEW SECTION TO READ AS FOLLOWS
[EFFECTIVE JULY 1, 2000]: Sec. 5.5. Income received by an
individual whoresidesinsidear enaissancezoneisexempt fromthe
county economic development income tax. An individual must
reside inside a renaissance zone one hundred eighty-three (183)
days beforetheindividual is eligible for an exemption under this
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section.

SECTION 26. IC 6-3.5-7-18 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 2000]: Sec. 18. (a) Except as
otherwise provided in this chapter, al provisions of the adjusted gross
incometax law (IC 6-3) concerning:

(2) definitions,

(2) declarations of estimated tax;

(3) filing of returns;

(4) remittances;

(5) incorporation of the provisions of the Internal Revenue Code;

(6) penalties and interest;

(7) exclusion of military pay credits for withholding; and

(8) exemptions and deductions;
apply to the imposition, collection, and administration of the tax
imposed by this chapter.

(b) The provisions of +€ IC 6-3-1-3.5(a)(6), IC 6-3-3-3, IC 6-3-3-5,
and IC 6-3-5-1 do not apply to the tax imposed by this chapter.

(c) Notwithstanding subsections (a) and (b), each employer shall
report to the department the amount of withholdings attributable to
each county. This report shall be submitted annually along with the
employer's annual withholding report.

(d) Notwithstanding subsections (a) and (b), theemployer of an
individual who qualifiesfor an exemption under section 5.5 of this
chapter may not withhold thetax imposed under thischapter with
respect to the individual. The department shall adopt rules and
prescribe forms necessary to implement this subsection.

SECTION 27.[EFFECTIVEJULY 1,2000] (a) I C 6-1.1-10-42and
IC 6-1.1-11-4.5, both as added by thisact, apply to property taxes
first due and payable after December 31, 2000.

(b) IC 6-2.1-3-36, IC 6-3-2-19, IC 6-3-8-7, IC 6-3.5-1.1-1.5,
IC 6-3.5-6-1.5,and I C 6-3.5-7-5.5, all asadded by thisact, apply to
taxable year s beginning after December 31, 2000.

2000 IN 211—L S 6493/DI 92+



