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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1880 %

| NTRODUCED BY T. STEVENSON, ALLEN, ARMSTRONG BALDW N

CALTAG RONE, CAPPELLI, CRElI GHTON, DeLUCA, DENLI NGER, FRANKEL

HENNESSEY, HERSHEY, HUTCHI NSQON, MANN, MARKOSEK, M| LHATTAN,
MeENAUGHTON, MYERS, NI CKCL, O NEILL, PAYNE, PETRARCA,
READSHAW REED, RElI CHLEY, ROSS, SAYLOR, SCHRODER

E. Z. TAYLOR TIGUE, TURZAI, WALKO, WATSON, WLT, GEIST AND
HARPER, JULY 6, 2005

AS AVENDED ON THI RD CONSI DERATI ON, HOUSE OF REPRESENTATI VES,
JUNE 14, 2006
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AN ACT

Amendi ng the act of March 4, 1971 (P.L.6, No.2), entitled "An
act relating to tax reformand State taxation by codifying
and enunerating certain subjects of taxation and inposing
t axes thereon; providing procedures for the paynent,

col l ection, adm nistration and enforcenent thereof; providing

for tax credits in certain cases; conferring powers and

i mposi ng duties upon the Departnent of Revenue, certain

enpl oyers, fiduciaries, individuals, persons, corporations

and other entities; prescribing crinmes, offenses and
penalties,” further providing, in research and devel opnment
tax credit, for the definition of "small business," for
credit for research and devel opnent expenses, for the TIME
limtations, for limtation on credits and for termnation.

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

Section 1. The definition of "small business” in section
1702-B of the act of March 4, 1971 (P.L.6, No.2), known as the
Tax Reform Code of 1971, added May 7, 1997 (P.L.85, No.7), is
amended to read:

Section 1702-B. Definitions.--The follow ng words and
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phrases, when used in this article, shall have the neanings
given to themin this section, except where the context clearly
i ndicates a different neaning:

* %

"Smal | business.” A for-profit corporation, limted
l[iability conpany, partnership or proprietorship with net book
val ue of assets totaling, at the beginning or end of the taxable
year for which Pennsylvania qualified research and devel opnent
expense is incurred, as reported on the bal ance sheet, |ess than

[five million dollars ($5,000,000)] ten million dollars

($10, 000, 000) .

* * %

Section 2. Section 1703-B of the act, added May 7, 1997
(P.L.85, No.7), is anended to read:

Section 1703-B. Credit for Research and Devel opnent
Expenses.--(a) A taxpayer who incurs Pennsyl vania qualified
research and devel opnent expense in a taxable year nay apply for
a research and devel opnent tax credit as provided in this
article. By Septenber 15, a taxpayer nust submt an application
to the departnment for Pennsylvania qualified research and
devel opnent expense incurred in the taxable year that ended in
the prior cal endar year.

(b) A taxpayer that is qualified under subsection (a) shal
receive a research and devel opnent tax credit for the taxable
year in the anount of [ten] twenty per cent of the excess of the
t axpayer's total Pennsylvania qualified research and devel opnent
expense for the taxable year over the taxpayer's Pennsyl vani a
base anount.

(c) By Decenber 15 of the cal endar year follow ng the close

of the taxable year during which the Pennsyl vania qualified
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1 research and devel opnent expense was incurred, the departnment

2 shall notify the taxpayer of the amount of the taxpayer's

3 research and devel opnent tax credit approved by the departnent.
4 Section 3. Section 1707-B of the act, anended June 29, 2002
5 (P.L.559, No.89), is anended to read:

6 Section 1707-B. Tine Limtations.--A taxpayer is not

7 entitled to a research and devel opnent tax credit for

8 Pennsylvania qualified research and devel opnent expenses

9 incurred in taxable years ending after Decenber 31, [2006] 2010.
10 The termnation date in section 41(h) of the Internal Revenue
11 Code of 1986 (Public Law 99-514, 26 U S.C. 8§ 41(h)) does not

12 apply to a taxpayer who is eligible for the research and

13 devel opnent tax credit under this article for the taxable year
14 in which the Pennsylvania qualified research and devel opnent

15 expense is incurred.

16 Section 4. Section 1709-B(a) of the act, anended Decenber
17 23, 2003 (P.L.250, No.46), is anended to read:

18 Section 1709-B. Limtation on Credits.--(a) The total

19 anmount of credits approved by the departnent shall not exceed
20 [thirty million dollars ($30,000,000)] forty million dollars
21 ($40,000,000) in any fiscal year. O that ampbunt, [six mllion
22 dollars ($6,000,000)] eight mlIlion dollars ($8,000,000) shal
23 be allocated exclusively for small businesses. However, if the
24 total amounts allocated to either the group of applicants
25 exclusive of small businesses or the group of small business
26 applicants is not approved in any fiscal year, the unused
27 portion will becone available for use by the other group of
28 qualifying taxpayers.
29 * x *
30 Section 5. Section 1712-B of the act, anmended June 29, 2002
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(P.L.559, No.89), is anended to read:
Section 1712-B. Termnation.--The departnent shall not
approve a research and devel opnent tax credit under this article
for taxabl e years ending after Decenber 31, [2006] 2010.
SECTION 6. THE AMENDMENT OF THE DEFI NI TI ON OF " SMALL <—
BUSI NESS" I N SECTI ON 1702- B AND OF SECTI ONS 1703-B, 1709-B(A)
AND 1712-B OF THE ACT SHALL APPLY TO ALL CREDI TS AWARDED AFTER
JUNE 30, 2006.
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Section 6 7. This act shall take effect in 60 days. <—
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