PRINTER S NO. 1747

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1205 %%

I NTRODUCED BY M SM TH, BENNI NGTON, BOYD, BRENNAN, CALTAG RONE,
DePASQUALE, DeWEESE, EACHUS, FRANKEL, FREEMAN, GALLOMAY
GECRCE, d BBONS, GRUCELA, HARHAI, HARPER, HENNESSEY, JOSEPHS
KING LEACH MAHONEY, MANN, MARKCSEK, MCALL, M GEEHAN,
MUSTIO, M O BRIEN, PALLONE, PETRONE, PRESTON, PYLE
READSHAW SANTONI, SCAVELLO, SI PTROTH, SOLOBAY, STURLA,
SURRA, THOVAS, VI TALI, WALKO, J. VH TE, YOUNGBLOOD, MARSHALL
MAHER, MANDERI NO, SCHRODER, SHAPI RO, KOTI K, WANSACZ AND
GERGELY, MAY 31, 2007

REFERRED TO COWM TTEE ON ENVI RONMENTAL RESOURCES AND ENERGY,
MAY 31, 2007

AN ACT

1 Anending the act of March 4, 1971 (P.L.6, No.2), entitled "An

2 act relating to tax reformand State taxation by codifying

3 and enunerating certain subjects of taxation and inposing

4 t axes thereon; providing procedures for the paynent,

5 col l ection, adm nistration and enforcenent thereof; providing
6 for tax credits in certain cases; conferring powers and

7 i mposi ng duties upon the Departnent of Revenue, certain

8 enpl oyers, fiduciaries, individuals, persons, corporations

9 and other entities; prescribing crinmes, offenses and

10 penal ties,"” providing for the Hi gh-Performance Buil di ngs Tax
11 Credit.

12 The General Assenbly of the Conmonweal th of Pennsyl vani a

13 hereby enacts as foll ows:

14 Section 1. The act of March 4, 1971 (P.L.6, No.2), known as
15 the Tax Reform Code of 1971, is anmended by adding an article to
16 read:

17 ARTICLE XI X-B

18 H GH PERFORVANCE BUI LDI NGS TAX CREDI T




1 Section 1901-B. Scope.

2 This article authorizes the Hi gh-Perfornmance Buil dings Tax

3 COedit.

4 Section 1902-B. Purpose.

5 The General Assenbly declares the purposes of this article

6 are as follows:

7 (1) To pronote better energy and environnental standards
8 for construction, rehabilitati on and nmai ntenance of buil di ngs
9 in this Commonweal t h.

10 (2) To optimze the enerqgy performance of buil di ngs

11 t hr oughout this Conmonweal t h.

12 (3) To increase the demand for environnentally

13 preferable building materials, finishes and furnishings.

14 (4) To inprove environnental quality in this

15 Conmonweal th by decreasing the discharge of pollutants from
16 bui | di ngs_and their manufacture.

17 (5) To create public awareness of new technol ogi es that
18 can inprove the health and productivity of building occupants
19 by neeting advanced criteria for indoor air quality.
20 (6) To inprove working conditions and reduce rel ated
21 heal t h probl ens.
22 (7) To reduce this Commobnweal th's dependence on inported
23 sources of energy through buildings that conserve energy and
24 utilize local and renewabl e energy sources.
25 (8) To protect and restore this Conmonweal th's natural
26 resources by avoi di ng devel opnent of inappropriate building
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To reduce the burden on nunici pal water supply and

N
(o]

treat nent by reduci ng potabl e water consunpti on.

30 (10) To reduce waste generation and to nanage waste
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t hrough recycling and diversion fromlandfill disposal.

(11) To inprove this Conmmbnweal th's capacity to design,

bui | d and operate hi gher perfornmance buil dings, and in doi ng

so, to create new jobs and contri bute to econom c gr ow h.

Secti on 1903- B. Definitions.

The foll owi ng words and phrases when used in this article

shal|l have the neanings given to themin this section unless the

context clearly indicates ot herw se:

"Achi evenent." Achi evenent and award of certification by a

hi gh- perf ormance green buil ding standard as set forth in section

1904- B and adopted by requl ati on.

"Buil ding project." The design, construction and renovati on

of an i nhabited physical structure and project building site.

"Commercial interior fit-out." Interior design and

installati on by owners or tenants of new or exi sting space,

excl udi ng structural conponents and core and shell el enents.

"Credit all owance year." The |ater of:

(1) The taxable year during which the property,

construction, conpletion or rehabilitation referred to in

section 1905-B(a) has been placed in service or has received

a final certificate of occupancy.

(2) The first taxable year with respect to which the tax

credit may be clained pursuant to the initial tax credit

conponent certificate i ssued pursuant to section 1908-B(a).

"Departnent."” The Departnent of Revenue of the Commonweal th.

"Eligible building." A building |located in this Conmmbnweal t h

that is any of the foll ow ng:

(1) A residential nultifamly building with at | east

four habitable stories that contains at | east 10, 000 square

feet of interior space.
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(2) One or nore residential nultifamly buildings with

at |l east four habitable stories that are part of a single or

phased construction project that contains, in the aggregate,

at | east 20,000 square feet of interior space, provided that

in any single phase of such project at |east 10,000 square

feet of interior space i s under construction or

rehabilitati on.

(3) A building used for commercial or industrial

pur poses of at | east 10,000 gross square feet.

(4) Any conbi nati on of buil di ngs descri bed i n paragr aph

(1), (2) or (3) with at | east 30,000 square feet of interior

space and a mininum of 10,000 square feet of interior space

per buil di ng.

"H gh-performance building." A building that is designed to

achi eve i ntegrated systens desi gn and construction so as to

significantly reduce or elimnate the negati ve i npact of the

built environnent.

"LEED." The Leadership in Energy and Envi ronnental Design

Green Buil ding Rati ng System devel oped by the U S. G een

Bui | di ng Counci | .

"LEED-NC." LEED s rating system for New Constructi on and

Maj or Renovati ons.

"Tax credit." The H gh-Performance Buil di ngs Tax Credit

aut hori zed under this article.

"Taxpayer." A business entity subject to tax under Article

I, 1V, VI, VII, VIIl, I Xor XV. The termshall include the

shar ehol der of a Pennsyl vania S corporation that recei ves a tax

credit under this article.

"Tiers." The |l evel of achievement that nust occur to

calculate the eliqgible anbunt of tax credit avail able. During
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the first year of inplenentation of this article, the term neans

three such |l evels as foll ows:

(1) Tier |: Achievenent of the m ni num| evel required

for certification plus one additional level. Tier | shal

al so require the achi evenent of Environnental Protection

Agency Enerqy Star rating of at | east 85 follow ng the second

vear of facility operation.

(2) Tier Il: Achievenent of the m ni num]| evel required

for certification plus two additional |levels. Tier Il shal

al so require achi evenent of Environnental Protection Agency

Energy Star rating of at |least 90 foll owi ng the second year

of facility operation.

(3) Tier Ill: Achievenent of the mni num]| evel required

for certification plus three additional levels. Tier II

shall al so require achi evenment of Environnental Protection

Agency Enerqy Star rating of at | east 95 followi ng the second

vear of facility operation.

The three tier levels shall remain in effect unless and until

nodi fi cati ons are made by the departnment, in consultation with

t he Departnment of Environmental Protection, and necessitated by

t he energence of new or changes to exi sting hi gh-perfornmance

bui | di ng standards as defi ned under sections 1904-B and 1905-B.

Secti on 1904-B. Standards.

The hi gh-perfornmance buil di ng standards applicable to this

article shall nmeet all of the following nmininumcriteria:

(1) Be consensus-based, as defined by the Ofice of

Managenent and Budget, Circular No. A-119, dated February 10,

(2) At a mininum include perfornmance-based categories

or tax credits that will foster achi evenent of itens under
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1 section 1902-B(2), (3), (4), (&), (7), (8), (9) and (10).

2 (3)  Require docunentation, verifiable calculations or

3 t he equivalent procedure to substantiate and support any

4 clains _nade under this article.

5 (4) Enploy third-party, postconstruction review and

6 verification for achievenent of certification.

7 (5) Have a track record of certified green buildings in
8 the United States.

9 (6) Conply with LEED. --NC guidelines for green building
10 certification.

11 Section 1905-B. Eligibility.

12 (a) Projects.--All projects shall neet or exceed a

13 prescribed level of achievenent under the adopted high-

14 performance building standard as set forth in section 1904-B.

15 (b) Level of achievenent.--The |evel of achievenent to be
16 net_under subsection (a) shall be the tier |evels.

17 Section 1906-B. High-Performance Building Tax Credit.

18 (a) Eligible taxpayers and buil dings.--The Hi gh-Perfornance
19 Building Tax Credit shall be available to a taxpayer, whether
20 owner or tenant, for either the construction of a high-
21 perfornmance building or the rehabilitation of a building which
22 is not _a high-performance building into a high-perfornmance
23 building.
24 (b) Application.--A taxpayer nmay apply for a tax credit
25 against any tax inposed under Article IIl, IV, M, VIl, VIlI, IX
26 or XV. The anobunt of the credit shall be as specified in section
27 1907-B. The_anount of each credit shall not exceed the linmt set
28 forth in the initial credit certificate obtained pursuant to
29 section 1908-B(a). In the deternmination of the tax credit, no

30 cost paid or incurred by the taxpayer shall be the basis for
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nore than one tax credit.

(c) Requirenents.--The tax credit may not be all owed for any

t axabl e year unless all of the following are net:

(1) The taxpayer has obtained and filed both an initial

credit certificate and hi gh-perfornmance docunentati on i ssued

pursuant to section 1908- B.

(2) A certificate of occupancy for the buil di ng has been

i ssued.

(3) The property for which the credit is clained is in

service during the taxabl e year.

(d) Timng.--The credit anount all owed for the high-

perfornmance buil ding shall be clainmed for the credit all owance

vear and for each of the three taxable years succeedi ng the

credit all owance year. The total tax credit allowed in the

agqgregate may not exceed the maxi mum set forth in the initial

tax credit certificate i ssued under section 1908-B(a).

(e) Credit to successor owner.--If a credit is allowed to a

bui | di ng owner pursuant to this article with respect to property

and the property, or an interest therein, is sold, the tax

credit for the period after the sale whi ch woul d have been

all owable to the prior owner had the property not been sold

shall be all owable to the new owner. The tax credit for the year

of sale shall be all ocated between the parties on the basis of

t he nunber of days during such year that the property or

i nterest was hel d by each.

(f) Credit to successor tenant.--1f a tax credit is all owed

to a tenant pursuant to this article with respect to property

and if the tenancy is term nated but the property conti nues to

be used in the building by a successor tenant, the tax credit

for the period after term nati on whi ch woul d have been all owabl e
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to the prior tenant had the tenancy not been term nated shall be

all owabl e to the successor tenant. The tax credit for the year

of term nation shall be all ocated between the parties on the

basis of the nunber of days during such year that the property

was used by each.

Section 1907-B. Tax credit anmount.

(a) GCeneral rule.--The total tax credit that is available to

a taxpayer for a single eligible project shall be distributed in

f our equal anounts over each of the four years specified in

section 1906-B(d). This total anpbunt shall be based on the

nunber of gross square feet of floor space in the eligible

bui l ding, that building's achi evenent of an appropri ate standard

and the tier of achievenent earned. |In addition, no buil ding nay

receive a tax credit unless it has earned achi evenent at or

above the Tier | level. Al such approved projects shall receive

a base tax credit of $35, 000.

(b) Additional tax credit.--An additional tax credit shal

be gi ven cunul ati vely based on the foll ow ng fornul a:

(1) For buil dings achieving Tier |

(i) For the first 10,000 gross square feet, $1.50 of

tax credit per square foot.

(ii) For up to the next 40,000 gross square feet, an

additional $.75 of tax credit per square foot.

(iii) For the next 50,000 gross square feet or

greater, an additional $.50 of tax credit per square

(2) For achieving Tier |I:

(i) For the first 10,000 gross square feet, $2.50 of

tax credit per square foot.

(ii) For up to the next 40,000 gross square feet, an
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1 additional $1 of tax credit per square foot.

2 (iii) For the next 50,000 gross square feet or

3 greater, an additional $.75 of tax credit per square

4 foot.

5 (3) For achieving Tier 111:

6 (i) For the first 10,000 gross square feet, $3.50 of
7 tax credit per square foot.

8 (ii) For the next 40,000 gross square feet, an

9 additional $1.50 of tax credit per square foot.

10 (iii) For the next 50,000 gross square feet or

11 greater, an additional $1.25 of tax credit per square

12 foot.

13 Section 1908-B. Certifications.

14 (a) Initial tax credit certificate.--

15 (1) The departnent shall issue an initial tax credit

16 certificate to a taxpayer that has applied for one where the
17 t axpayer has nade a showing that the taxpayer will place in
18 service within a reasonable period of tine a property which
19 woul d warrant the allowance of a tax credit under this
20 article.
21 (2) The initial tax credit certificate shall state the
22 first taxable year for which the tax credit may be cl ai ned
23 and its expiration date and shall apply only to property
24 placed in service by the expiration date. The expiration date
25 may be extended at the discretion of the departnent in order
26 to avoi d unwarranted hardship.
27 (3) The initial tax credit certificate shall state the
28 maxi mum anount _of the total tax credit allowable. This total
29 tax credit shall be distributed in four equal anmpunts over
30 the four taxable years for which the tax credit is allowed
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under section 1906-B. Initial credit certificates shall not

be i ssued, in the aggregate, for nore than $32, 000, 000 of tax

credits. In addition, the certificates shall be limted in

their applicability, as foll ows:

Total credits shall not Wth respect to taxable

be allowed for nore than: years begi nning in:
$4, 000, 000 2007
$6, 000, 000 2008
$8, 000, 000 2009
$6, 000, 000 2010
$4, 000, 000 2011
$2, 000, 000 2012

(b) Programextension.--If in the aggregate the total anpunt

of tax credits to be issued is not exceeded, the departnent nmay

extend the program beyond the initial schedule listed in

subsection (a) and shall publish the extension as a notice in

t he Pennsyl vania Bull eti n.

(c) High-performance docunentation.--For each taxabl e year

subsequent to the first year for which a taxpayer clains a tax

credit, the taxpayer shall provide annual performance

docunentation to the departnent and the Departnent of

Envi ronnental Protection resulting fromthe foll owi ng required

activities: devel opnent and i npl enentati on of a Measurenent and

Verification Plan consistent with Option D: Cali brated

Si nmul ati on (Savi ngs Estimati on Method 2), or Option B: Energy

Conservati on Measure |solation, as specified in the

I nternati onal Performance Measurenent and Verificati on Protocol

Volunme 111: Concepts and Options for Determ ni ng Energy Savi ngs

in New Construction, April 2003. This hi gh-performance

docunentation shall set forth the specific findings upon which
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the certificate i s based.

(d) Filing.--The taxpayer shall file the hi gh-performance

docunentati on and the associated initial tax credit certificate

with the application for the tax credit.

(e) Information.--The hi gh-performance docunentati on shal

i nclude sufficient infornmation to identify each buil di ng and

such other infornmati on as the Departnent of Environnental

Protecti on nay require. Except for the first year for which the

tax credit is sought, such information shall i ncl ude:

(1) Annual energy consunption for the building in ternms

of British Thermal Units per square foot per year as well as

costs per square foot per year for enerqy consunption by fuel

type, perforned in accordance with the standards set forth in

sections 1904-B and 1905- B.

(2) Annual results of indoor air nonitoring, if any,

perforned i n accordance with the standards set forth in

sections 1904-B and 1905- B.

(3) Confirmation that the buil di ng conti nues to neet

requi renents regardi ng snoking areas, if provided, in

accordance with the standards specified in sections 1904-B

and 1905- B.

Secti on 1909- B. Regul ati ons.

The department, in consultation with the Departnent of

Envi ronnental Protection, shall pronul gate such requl ati ons as

may be necessary for the i npl enentati on and adni ni strati on of

this article. The requl ati ons shall include, but not be |limted

to:

(1) The adoption of hi gh-perfornmance buil di ng standards

sel ected by the departnent from anpng accepted i ndustry

standards nmeeting the criteria prescribed in section 1906-B.
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(2) Procedures and nethods for verifying conpliance with

t he adopted standards in the desi gn and constructi on of

eliqgible building projects under this article.

These regul ations will be pronul gated i n accordance with the act

of June 25, 1982 (P.L.633, No.181), known as the Requl atory

Revi ew Act and section 1920-A of the act of April 9, 1929

(P.L.177, No.175), known as The Adm ni strati ve Code of 1929.

Secti on 1910- B. Report .

The departnment shall annually nake a report to the

Envi ronnental Resources and Energy Commttee of the Senate and

t he Environnmental Resources and Energy Conm ttee of the House of

Representatives on the activities undertaken pursuant to this

article, including, but not limted to:

(1) The total anmpbunt of tax credits provi ded.

(2) The anmpbunt of tax credits provided by buil di ng type.

(3) The | evels of high-performnce buil di ng

certifications achi eved.

(4) A description of any changes made to the | evel s of

approved | evel s of achi evenent.

(5) Oher informati on necessary to provide a conpl ete

under st andi ng of the operati on of and benefits fromthis

article.
Section 2. This act shall take effect as foll ows:
(1) The addition of sections 1901-B, 1902-B, 1903-B,
1904-B and 1910-B of the act shall take effect in 30 days.
(2) This section shall take effect imediately.

(3) The renminder of this act shall take effect in 12

nmont hs.
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