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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 146 %%

| NTRODUCED BY T. STEVENSQON, BARRAR, CAPPELLI, CAUSER, CAWLEY,
CRElI GHTON, CRUZ, DeWEESE, FAI RCH LD, FICHTER, FLEAGLE
FRANKEL, GEI ST, GORDNER, HUTCHI NSON, LAUGHLI N, LEDERER, LEH
LEWS, MANN, MARKGOSEK, M CALL, Ml LHATTAN, M:NAUGHTON,
NI CKOL, READSHAW RElI CHLEY, ROSS, SAlI NATO, SATHER, SEMMEL
R STEVENSQON, E. Z. TAYLOR, TURZAI, WANSACZ, WRI GHT AND
YUDI CHAK, FEBRUARY 6, 2003

REFERRED TO COW TTEE ON FI NANCE, FEBRUARY 6, 2003
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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

penal ti es,

further providing for the sale or transfer of

unused research and devel opnent tax credits.

The CGeneral Assenbly finds and declares as foll ows:

(1)

It is inportant to the Commobnweal th that conpani es be

encouraged to engage in research and devel opnent, to locate in

Pennsyl vania and to expand their operations in this

Commpnweal t h.

(2)

Many entities engaged in | eadi ng-edge research and

devel opnent struggle to access much needed capital during their

start-up years.

(3)

Many entities engaged in research and devel opnment
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activities currently are unable to take advantage of
Pennsyl vani a' s research and devel opnent tax credit.

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

Section 1. Section 1704-B(c) of the act of March 4, 1971
(P.L.6, No.2), known as the Tax Reform Code of 1971, added My
7, 1997 (P.L.85, No.7), is anmended and the section is anmended by
addi ng subsections to read:

Section 1704-B. Carryover, Carryback, Refund and Assi gnnent
of Credit.--* * *

(c) A taxpayer is not entitled to carry back, obtain a
refund of or assign an unused research and devel opnent tax

credit[.] except as provided in subsections (d), (e) and (f).

(d) The Departnent of Conmunity and Econoni ¢ Devel opnent in

cooperation with the Departnent of Revenue shall establish a

research and devel opnent tax credit repurchase programto all ow

entities with unused, but otherw se all owabl e, amounts of

research and devel opnent tax credits to exchange such credits

for a research and devel opment repurchase credit as provided in

subsection (e).

(e) (1) The Departnent of Conmmunity and Econonic

Devel opnent in cooperation with the Departnent of Revenue shal

revi ew and approve applications by taxpayers to surrender unused

but otherwi se all owabl e research and devel opnent tax credits.

Upon approval of said applications, the Departnent of Revenue

shall issue a research and devel opnent repurchase credit equal

to seventy-five per cent of the anbunt of the surrendered tax

credit.

(2) A research and devel opnent tax credit awarded begi nni ng

in the cal endar year 2000 and in each cal endar year thereafter
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shall be eligible for the repurchase program provided the credit

has renmi ned unused for at | east one year after the date of the

award of the credit.

(3) The anpbunt of research and devel opnent repurchase

credits awarded in a fiscal year shall not exceed five nillion

dol l ars ($5, 000, 000).

(4) The Departnent of Conmunity and Econoni ¢ Devel opnment and

t he Departnment of Revenue shall develop criteria for the

approval or di sapproval of applications. Such criteria shal

i nclude, but not be linited to, the proposed use of the proceeds

of the research and devel opnent repurchase credit.

(5) The research and devel opnent repurchase credit may be

applied against a qualified tax liability of the taxpayer. The

Depart nent of Revenue shall refund any unused research and

devel opnent repurchase credit upon request by the taxpayer.

(f) The research and devel opnent repurchase credit shall be

used to assist in fundi ng expenses incurred in connection with

the operati on of the surrendering entity, including, but not

limted to, expenses for fixed assets, nmaterials, start-up

tenant fit-out, working capital, salaries, research and

devel opnent expendi tures, and any ot her expenses deterni ned by

the Departnment of Community and Econoni c Devel opnent to be

val uabl e in expanding the entity's presence in this

Commpnweal t h.

(g) The Departnent of Conmunity and Econoni ¢ Devel opnment and

t he Departnment of Revenue may adopt requl ati ons as deened

necessary to i npl ement the provisions of this section.

Section 2. This act shall take effect in 60 days.
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