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KEYSTONE OPPORTUNITY ZONE
PLAN UPDATE

In late 1998, Governor Tom Ridge signed into
law House Bill 2328, Act 92 of 1998, which
provided for the creation of twelve Keystone
Opportunity Zones (KOZ) within the
Commonwealth. The goal of the KOZ Program
was to revive economically distressed urban
and rural areas by using a combination of state
and local tax incentives to encourage new
investment and job growth. The Pennsylvania
program was modeled after the Michigan
Renaissance Zone Program which was
authorized by that state in 1996. The Michigan
program authorized zones for ten, twelve and
fifteen year terms.

Under the program, local taxing authorities
were required to pass ordinances or resolutions
to offer abatements to reduce and/or eliminate
taxes within the KOZ for a period of twelve
years. The clock on these benefits began on
January 1, 1999 and is set to expire on
December 31, 2010. The Pennsylvania
Department of Community and Economic
Development is responsible for administering
the program at the state level and the
Southwest Pennsylvania Commission acts as

a local coordinator for Zones and Subzones in
Southwestern Pennsylvania. While the KOZ
Program was intended to be a one shot effort, a
subsequent qualification of zones that did not
meet the original designation deadline was
conducted with tax abatement, extended to 15
years for the newly designated Keystone
Opportunity Improvement Sub-zones.

Tarentum’s KOZ has been designated as the
Tarentum Bakerstown Road Redevelopment
Zone. The original proposed use of the Zone
was for the development of higher end
residential housing that would have expanded
both the Borough's real estate tax rolls as well
as its income tax base once the KOZ tax
abatement period ended. Work on the strategy
proceeded to the completion of a detailed site

plan. A water line stub was constructed under
Route 28 that could provide water to any
development in the area. When the decision
was made to prepare an updated strategy for
the KOZ as part of the Comprehensive Plan, one
of the possible considerations was to have the
Borough, the Highlands School District, and
Allegheny County reauthorize their tax
abatement legislation to continue this incentive
in the absence of state tax benefits. This
benefit would then be limited to a period of ten
years.

The Borough has recently considered a number
of development opportunities in the Zone,
including the possibility of constructing a new
facility for LaRusse Distributing Company, one
of the largest employers in the Borough that
distributes beverages throughout Western
Pennsylvania. A review of the site by a local
developer indicates that there two major
constraints to development in the KOZ. First,
the steep topography would require extensive
grading to create a level site of appropriate size,
resulting in inordinate site development costs.
Second, there is no direct access to the area
from Route 28. Existing access requires vehicles
to enter the Borough proper and to access the
KOZ by way of Bakerstown Road through a
residential area which has tight radius curves
and steep inclines. Additional development will
add unwanted commercial traffic through this
residential neighborhood. Because of its
proximity to Exit 14 of Route 28, it is unlikely
that Penn DOT will authorize the construction
of an additional access point from Route 28 to
the KOZ. A more likely access road would
connect with Bull Creek Road just beyond Route
366. In addition to the need for access through
a portion of neighboring Harrison Township,
this connection would also require extensive
grading to link with the KOZ. Because of these
constraints, timely utilization of the land in the
KOZ for traditional development is unlikely to
occur. However, the area’s location separate
from the remainder of the Borough suggests an
alternative use that may provide revenues to
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Tarentum beyond that which may have
occurred as the result of KOZ designation.

The area in and around the KOZ contains a
number of gas wells. Information from the
Pennsylvania Department of Environmental
Protection indicates that there are three active
gas wells in Tarentum, with two appearing to lie
within the KOZ boundaries. The Borough has
discussed the exploration of the site with a local
drilling company, but no action has occurred to
date in this regard. Recently, the Allegheny
County Airport Authority solicited bids from

parties interested in purchasing the rights for
natural gas drilling at Pittsburgh International
Airport and Allegheny County Airport. The
authority received no bids from companies
interested in leasing thousands of acres of
county-owned land at the two airports for
drilling. The lack of bids may have been due to
the volatility in the energy market as well as the
possibility that potential bidders were
anticipating an offering of additional
opportunities for drilling on County owned land.
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MAP OF EXISTING WELLS
IN TARENTUM AREA
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The rising cost of energy as well as increasing
requirements to reduce emissions, have created
a perfect storm of sorts for local energy
generation efforts. The availability of a reliable
source of natural gas and the municipal
ownership of a local electrical energy
distribution system provides a unique
opportunity to reduce dependence on foreign
energy sources as well as increasing energy
efficiency through local power generation.
Pennsylvania is one of the few states that has

included the use of natural gas and clean coal
technologies within its portfolio of renewable
energy sources, largely due to their historic role
in the state’s economy.

The availability of a source of low cost fuel and
its proximity to a local distribution system can
also increase efficiency through reduced
transmission losses.
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Adoption of the Alternative Energy Portfolio
Standards Act 213 of 2004 by the
Commonwealth of Pennsylvania requires that
electric distribution companies and electric
generation suppliers utilize a specific
percentage of electricity from alternative
resources in the power that they sell to
Pennsylvania customers. The level of alternative
energy required gradually increases to 8% over
fifteen years according to a schedule found in
Act 213, but does not mandate exactly which
resources must be utilized and in what
quantities.

Included in the definition of alternative energy
sources are fuel cells, which, according to the
legislation, “shall mean any electrochemical
device that converts chemical energy in a
hydrogen-rich fuel directly into electricity, heat
and water without combustion.” Not only
would the use of fuel cell generated electricity
allow the Borough to meet its requirement as
an Electric Generation Supplier EGS, but it
would also allow the power sold to its supplier
to meet the alternative energy requirements,
thus earning the Borough additional credits that
could be sold to further reduce electrical costs
for customers or generate additional revenue
for Tarentum.

The utilization of the KOZ as a site for
energy generation can have four primary
benefits to the Borough.

e The local generation of electricity
will stabilize energy costs for
Tarentum residents and utility
customers.

e The generation of excess power can
be sold back to the supplier as a
source of revenue for the Borough.

e The generation of power that
qualifies as an alternative energy
source can earn credits for the

Borough that can be sold for to raise
additional revenues.

e FElectrical power can be sold to local
businesses and industry at preferred
rates and act as an incentive for
business retention or attraction.

The following strategy for this plan is
suggested:

e Conduct test drilling to confirm the
presence of adequate gas reserves.

e Prepare a complete economic
feasibility analysis of the
development of a fuel cell facility

e Assemble financing for drilling,
construction of the generation
facility, access to the Borough’s
distribution system and grid
interconnect.

FINANCING RESOURCES

The Commonwealth of Pennsylvania offers
a variety of programs that may be utilized
to finance a local electrical power
generation system:
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Pennsylvania Department of Community
and Economic Development

DCED will provide loans and grants through the
Commonwealth Financing Authority (CFA),
including funds for planning and feasibility
studies up to 50% of the total cost of the
project or $175,000, whichever is less.

Pennsylvania Department of
Environmental Protection

The Energy Harvest Grant Program will provide
funding for projects that promote or build
markets for advanced or renewable energy
technologies especially those that enhance
economic development up to $500,000. (Note:
for projects that involve developing facilities and
infrastructure, state law requires DEP to
consider local comprehensive plans and zoning
ordinances in funding decisions. It also is
suggested that the Borough apply for funding
while its KOZ designation remains intact.)

Pennsylvania Energy Development
Authority (PEDA)

PEDA offers funding for innovative, advanced
energy projects, and for the generation of
alternative energy. PEDA projects may fuel cells
and encourage

applicants with projects related to distributed
generation for critical public infrastructure.

West Penn Power Sustainable Energy Fund

West Penn Power funds sustainable energy
technologies which parallels its mission and will
benefit the West Penn Power service region.
Investment tools include: commercial loans,
equity investment, subordinated debt, and
royalty financing.

Penn State University

Penn State University’s Program in Energy
Business and Finance has the capacity to look at
the project from several aspects including the
technical aspects of natural gas drilling and the
economics of alternative energy production.

American Recovery and Reinvestment Act
(ARRA)

Although specific program details are
unavailable at the time of this writing, financing
through the “stimulus bill” has been tentatively
targeted at alternative energy projects.

The ability of Tarentum to generate its own
electricity may also increase its attractiveness
to the Allegheny County Department of
Emergency Services and other emergency
management and security organizations as
backup facility sites. The private sector may
also see the attractiveness of sites with local
power generation capacity when considering
backup data storage or remote operations
facilities.
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