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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 399 sua”

| NTRODUCED BY LLOYD, d GLI OI'Tl, ROBERTS, PESCI, LAUGHLI N,

BELARDI , HERMAN, PI STELLA, BELFANTI, COY, HANNA,

D. R WRIGHT, MELIOQ, STERN, TRELLO, BATTI STO BAKER, FAJT,
McCALL, | TKIN, ROONEY, STEELMAN, TRAVAGLI O, PETRARCA AND
TI GUE, JANUARY 31, 1995

REFERRED TO COWM TTEE ON FI NANCE, JANUARY 31, 1995
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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,” providing for an investnment tax credit program

The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:

Section 1. The act of March 4, 1971 (P.L.6, No.2), known as

t he Tax Reform Code of 1971, is anended by adding an article to

r ead:

ARTICLE XVIII-A

I NVESTMENT TAX CREDI T

Section 1801-A. Short Title.--This article shall be known

and nay be cited as the I nvestnent Tax Credit Law.

Secti on 1802- A. Il nvestnent Tax Credits Program--(a) A
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t axpayer shall be allowed an i nvestnent tax credit agai nst the

t axes i nposed under Articles Il, IlIl, IV and VI. The anpunt of

the credit shall be a percentage applied to the cost or other

basis, for Federal incone tax purposes, of tangible personal

property and other forns of tangi ble property, described in

subsection (b).

(b)Y Tangi bl e personal property and other forns of tangible

property which qualify for investnent tax credit treatnent under

this section shall neet all of the foll owi ng requirenents:

(1) Be acquired through a purchase as defi ned under section

179(d)(2) of the Internal Revenue Code of 1986 (Public Law 99-

514, 26 U.S.C. 8 179(d)(2)), or constructed by the taxpayer for

t he taxpayer's own use.

(2) Be depreciable under section 167 of the Internal Revenue

Code of 1986.

(3) For property undergoi ng constructi on, the qualifying

property represents that portion transferred to the property

base for depreciati on purposes.

(4) Have a useful life of greater than or equal to four (4)

(5) Be |located and used in this Commonweal t h.

(6) Be used principally by the taxpayer in any of the

(i) The production of goods by manufacturing, processing,

assenbling, refining, nmning or extracting.

(ii) The exploration, production and transportati on of

natural gas or crude oil.

(iii) The transportati on of goods produced, nanufactured,

processed, assenbl ed, refined, mned or extracted in this

Commpnweal t h.
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(iv) Research and devel opnent.

(v) Conputer-rel ated services as defi ned under secti on

201(dd) through (ii).

(7)) Wth respect to property qualifying in 1996, such

qual i fying property shall include expenditures for purchases on

or after January 1, 1996, which are transferred to the

property's depreci able basis on or after January 1, 1996,

regardl ess of the contract conm tnent date, and such ot her

transfers to the property's depreci able basis on or after

January 1, 1996.

(c) A taxpayer shall not make a claimfor any such credit

until the filing of the 1996 i ncone tax return. The depart nent

shall verify the validity of any such clains and nay assess a

twenty-five per cent penalty agai nst the tax otherw se due in

the case of a fraudul ent claim

(d) WManufacturing neans any stage of operation fromthe

handling of raw material or conponents on the producti on

activity site to the conversion of the raw materials into

products suitable for use and ready for delivery or storage, or

whi ch provides a new form new quality or new conbi nati ons to

matter whi ch al ready has under gone sone process by use of

machi nery, tools, appliances or other sin|ar equi pnent. The

property used in the production of goods shall i nclude

machi nery, equi pnent or other tangi ble property principally used

in the repair and service of other machi nery, equi pment or other

tangi bl e property used principally for the producti on of goods.

(e) Research and devel opnent property neans property whi ch

is used for purposes of research and devel opnent in the

experinental or | aboratory sense. Such purposes shall not be

deened to include the ordinary testing or inspection of

19950H0399B0419 - 3 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

materials or products for quality control, efficiency surveys,

managenent studi es, consuner surveys, advertising, pronotions,

or research in connection with literary, historical or sinlar

(f) Processing neans processing as defined in section 601.

(g) An investnent tax credit is not allowed for property

otherwi se qualifying for credit under the Nei ghbor hood

Assi stance Tax Credit.

(h) (1) The investnent tax credit shall be based upon a

percent age being applied to the i nvestnent tax credit base. The

total investnent tax credit with respect to property

constructed, reconstructed or acquired begi nning on and after

January 1, 1996, shall be taken over a period of no nore than

five years, with the sane anmount taken each year, and shall be

in the foll owi ng percent age:

(i) if the tangi ble personal property is |located in an area

in which the | owest interest rate under the act of May 17, 1956

(1955 P.L.1609, No.537), known as the "Pennsyl vani a | ndustri al

Devel opnent Authority Act," is applicable to i nvestnents

qualifying for | oans under that act, fifteen per cent, or

(ii) if the tangi ble personal property is not |ocated in an

area in which the |lowest interest rate under the Pennsyl vani a

| ndustrial Devel opnent Authority Act is applicable to

i nvestnents qualifying for | oans under that act, the sum of

fifteen per cent and such | owest interest rate mnus the

interest rate under the Pennsyl vani a | ndustri al Devel opnent

Aut hority Act which is applicable to investnents in the area in

whi ch the tangi bl e personal property is | ocat ed.

(2) Except as otherwi se provided, the total investnment tax

credit avail able for applicati on agai nst each year's tax
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liabilities shall not exceed sixty per cent of the taxes inposed

under Articles Il, 111, IV and VI with the order of application

to be determ ned by the taxpayer.

(3) Wth respect to depreci able property pursuant to section

167 of the Internal Revenue Code of 1986 which is di sposed of or

ceases to be in qualified use prior to the end of the first

taxabl e year in which such property is eligible for the

i nvestnent tax credit, the anpunt of the credit avail abl e shal

be that portion calculated by the ratio of the nonths in which

the property was qualified in relation to the property's total

nmont hs of useful life which is used for conputing Federal

depr eci ati on.

(4) |If the taxpayer di sposes of any property for which it

has taken i nvestnent tax credits prior to the conpl etion of the

appli cabl e cost recovery period used for Federal tax purposes, a

portion of the credit taken will be recaptured and added to the

tax liability for the taxable year in which such disposition is

made. The portion of the investnent tax credit subject to

recapture i s equal to the percentage whi ch the nunmber of years

remai ning in the cost recovery period of the property bears to

the total years of cost recovery whi ch could have been cl ai med

but for the disposition of the property. In calculating the

recapture percentage, the year of disposition is considered a

vear of renmai ning cost recovery.

(5) Any anpbunt of the investnent tax credit not used in the

taxable year in which the credit was generated can be carri ed

forward to succeeding years until the full anmount of all owabl e

credit has been used.

(i) At the option of the |essor, a | essor can pass on the

anount of investnent tax credit otherwi se allowable to the
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|l essor to a | essee who is the actual user of the new property

which qualifies for the credit. However, a | essor cannot pass on

to a lessee the credit for used property.

Section 1803-A. Application Procedures.--(a) Applications

for an i nvestnent tax credit pursuant to this article shall be

filed with the Secretary of Revenue at such tinme and in such

manner as the secretary shall prescri be.

(b)Y The Secretary of Revenue shall review all applications

and shall determ ne whether or not the expenditures for tangible

personal property for which credits are requested qualify for an

i nvestnent tax credit. Wienever the secretary determ nes that

the expenditures qualify for an investnent tax credit, the

t axpayer shall be notified and the appropriate tax credits shal

be entered upon the accounts of the taxpayer upon the subni ssion

of evidence that the expenditures for which the applicati on was

approved have been nade by the taxpayer. |If the total anpunt of

tax credits for all taxpayers who qualify for such credits

pursuant to section 1802-A(h)(1)(i) and (ii) of this article for

any tax year exceeds twenty-five mllion dollars ($25, 000, 000),

the secretary shall provide the tax credits for that tax year on

a prorated basis.

(c) On or before April 15 followi ng the end of any taxable

vear for which credits are requested, the taxpayer shall file a

report with the Secretary of Revenue showi ng the actual anount

of investnents made during such period. |If the expenditures for

qualified i nvestnents nade by a taxpayer pursuant to section

1802- A(b) of this article are | ess than the anbunt upon which

any credits approved were based, the secretary shall reduce the

anount of credits awarded to that taxpayer by an appropri ate

fracti onal anount of the deficiency of such investnent.
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(d) The Secretary of Revenue shall establish procedures for

t he subm ssi on of applicati ons by taxpayers for investnent tax

credits pursuant to this article, the revi ew and approval or

di sapproval of such applications and the award of tax credits.

Section 1804-A. Annual Reports.--On or before June 30 of

each year, the Secretary of Revenue shall subnmt a report to the

CGCeneral Assenbly which shall describe the activities of the

i nvestnent tax credit programfor the precedi ng tax year

pursuant to this article. The report shall contain:

(1) An identification of each taxpayer awarded an i nvest nent

tax credit pursuant to this article.

(2) The anmpbunt of tax credits approved for each taxpayer

pursuant to this article.

(3) The types of property or projects for which tax credits

wer e gr ant ed.

(4) The anmpunt of tax credits utilized by each taxpayer

pursuant to this article.

(5) Any actual or projected increases in enpl oynent

resulting fromsuch i nvestnents.

Secti on 1805-A. Regul ati ons. --The Secretary of Revenue shal

have the power and authority to pronul gate, adopt and use

quidelines to i npl enent the provisions of this article. Such

qui del i nes shall be published in the Pennsyl vania Bulletin. The

qui del i nes shall not be subject to revi ew pursuant to section

205 of the act of July 31, 1968 (P.L.769, No.240), referred to

as the Commpnweal th Docunents Law, sections 204(b) and 301(10)

of the act of COctober 15, 1980 (P.L.950, No.164), known as the

"Commpbnweal th Attorneys Act,"” or the act of June 25, 1982

(P.L.633, No.181), known as the "Requl atory Review Act," and

shall be effective for a period of not nore than two (2) vears
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fromthe effective date of this article. After the expiration of

the two-year period, the guidelines shall expire and shall be

repl aced by requl ati ons whi ch shall have been pronul gat ed,

adopt ed and publi shed as provi ded by | aw.

t hrough 1999 for purchases nmade between January 1, 1996, and

1
2
3
4
5 Section 2. This act shall apply to taxable years 1996
6
7 Decenber 31, 1999.

8

Section 3. This act shall take effect imediately.
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