PRI OR PRINTER S NO. 611 PRI NTER S NO. 967

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 550 5%

| NTRODUCED BY C. W LLI AMS, CORMAN, O PAKE, WAGNER, MJSTO, STOUT,
LOGAN, TARTAGLI ONE, COSTA, BOSCOLA, CONTI, RAFFERTY, ERI CKSON
AND RHOADES, MARCH 31, 2003

SENATOR EARLL, FI NANCE, AS AMENDED, JUNE 16, 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 ties,” further providing for CARRYOVER, CARRYBACK, <—
REFUND AND ASSI GNVENT OF CREDIT AND FOR a limitation on
credits.

The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:

SECTION 1. SECTIONS 1704-B AND 1709-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), ARE AMENDED TO READ

SECTI ON 1704-B. CARRYOVER, CARRYBACK, REFUND AND ASSI GNVENT
OF CREDIT.--(A) THE AMOUNT OF THE RESEARCH AND DEVELOPMENT TAX
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CREDI T THAT A TAXPAYER MAY USE AGAI NST ANY ONE QUALI FI ED TAX
LI ABI LI TY DURI NG ANY YEAR MAY NOT EXCEED [ FI FTY] SEVENTY-FI VE

PER CENT OF SUCH QUALI FI ED TAX LI ABILITY FOR THAT TAXABLE YEAR

| F THE TAXPAYER CANNOT USE THE ENTI RE AMOUNT OF THE RESEARCH AND
DEVELOPMENT TAX CREDI T FOR THE TAXABLE YEAR IN VH CH THE
RESEARCH AND DEVELOPMENT TAX CREDIT |'S FI RST APPROVED, THEN THE
EXCESS MAY BE CARRI ED OVER TO SUCCEEDI NG TAXABLE YEARS AND USED
AS A CREDI T AGAI NST THE QUALI FI ED TAX LI ABI LI TY OF THE TAXPAYER
FOR THOSE TAXABLE YEARS. EACH TI ME THAT THE RESEARCH AND
DEVELOPMENT TAX CREDIT IS CARRI ED OVER TO A SUCCEEDI NG TAXABLE
YEAR, IT IS TO BE REDUCED BY THE AMOUNT THAT WAS USED AS A

CREDI T DURI NG THE | MVEDI ATELY PRECEDI NG TAXABLE YEAR. THE
RESEARCH AND DEVELOPMENT TAX CREDI T PROVI DED BY THI S ARTI CLE MAY
BE CARRI ED OVER AND APPLI ED TO SUCCEEDI NG TAXABLE YEARS FOR NO
MORE THAN FI FTEEN TAXABLE YEARS FOLLOW NG THE FI RST TAXABLE YEAR
FOR WH CH THE TAXPAYER WAS ENTI TLED TO CLAIM THE CREDI T.

(B) A RESEARCH AND DEVELOPMENT TAX CREDI T APPROVED BY THE
DEPARTMENT FOR PENNSYLVANI A QUALI FI ED RESEARCH AND DEVEL OPMENT
EXPENSE | N A TAXABLE YEAR FI RST SHALL BE APPLI ED AGAI NST THE
TAXPAYER S QUALI FI ED TAX LI ABI LI TY FOR THE CURRENT TAXABLE YEAR
AS OF THE DATE ON WH CH THE CREDI T WAS APPROVED BEFORE THE
RESEARCH AND DEVELOPMENT TAX CREDIT |'S APPLI ED AGAI NST ANY TAX
LI ABI LI TY UNDER SUBSECTI ON (A).

(© A TAXPAYER IS NOT ENTI TLED TO CARRY BACK[,] OR OBTAIN A
REFUND OF [ OR ASSI GN] AN UNUSED RESEARCH AND DEVELOPMENT TAX
CREDI T.

(D) A TAXPAYER, UPON APPLI CATI ON TO AND APPROVAL BY THE

DEPARTMENT OF COVMUNI TY AND ECONOM C DEVELOPMENT, MAY SELL OR

ASSIGN, IN WHOLE OR I N PART, A RESEARCH AND DEVELOPMENT TAX

CREDI T _GRANTED TO THE TAXPAYER UNDER THI S ARTICLE | F NO CLAI M
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FOR ALLOMNCE OF THE CREDI T HAS BEEN FI LED

(E) THE PURCHASER OR ASSI GNEE OF A PORTI ON OF THE RESEARCH

AND DEVELOPMENT TAX CREDI T _UNDER SUBSECTI ON (D) SHALL

| MVEDI ATELY CLAIM THE CREDIT IN THE TAXABLE YEAR I N VHI CH THE

PURCHASE OR ASSI GNVENT |'S MADE. THE PURCHASER OR ASSI GNEE MAY

NOT_CARRY OVER, CARRY BACK, OBTAIN A REFUND OF OR ASSI GN THE

RESEARCH AND DEVELOPMENT TAX CREDI T. THE PURCHASER OR ASSI GNEE

SHALL NOTI FY THE DEPARTMENT OF THE DERI VATIVE BASI S OF THE

RESEARCH AND DEVELOPMENT TAX CREDIT I N COVPLI ANCE W TH

PROCEDURES SPECI FI ED BY THE DEPARTMENT.

Section 1709-B. Limtation on Credits.--(a) The total
anount of credits approved by the departnment shall not exceed

[fifteen mIlion dollars ($15,000,000)] sixty million dollars

($60, 000,000) in any fiscal year. O that amount, [three million

dol l ars ($3,000,000)] f£vewthondoHars{($5-000,000)> TWELVE <—
MLLION DOLLARS ($12,000,000) shall be allocated exclusively for

smal | busi nesses. However, if the total anounts allocated to
either the group of applicants exclusive of small businesses or
the group of small business applicants is not approved in any
fiscal year, the unused portion will becone avail able for use by
t he other group of qualifying taxpayers.

(b) If the total anmount of research and devel opnment tax
credits applied for by all taxpayers, exclusive of snal
busi nesses, exceeds the anount allocated for those credits, then
the research and devel opnent tax credit to be received by each
applicant shall be the product of the allocated anbunt
mul tiplied by the quotient of the research and devel opnent tax
credit applied for by the applicant divided by the total of al
research and devel opnent credits applied for by all applicants,

t he al gebrai c equival ent of which is:
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1 t axpayer's research and devel opnent tax credit=anmount

2 all ocated for those credits X (research and devel opnent
3 tax credit applied for by the applicant/total of al

4 research and devel opnent tax credits applied for by al

5 appl i cants).

6 (c) |If the total anmount of research and devel opnment tax

7 credits applied for by all small business taxpayers exceeds the
8 anount allocated for those credits, then the research and

9 developnent tax credit to be received by each small business

10 applicant shall be the product of the allocated anount

11 nmultiplied by the quotient of the research and devel opnent tax
12 credit applied for by the small business applicant divided by
13 the total of all research and devel opnent credits applied for by
14 all small business applicants, the al gebraic equival ent of which
15 is:

16 t axpayer's research and devel opnent tax credit=anmount

17 all ocated for those credits X (research and devel opnent
18 tax credit applied for by the small business/total of al
19 research and devel opnent tax credits applied for by al
20 smal | busi ness applicants).
21 Section 2. This act shall apply to taxable years begi nning
22 after Decenber 31, 2002, AND TO CREDI TS APPROVED ON OR AFTER
23 JUNE 30, 20083.
24 Section 3. This act shall take effect in 60 days.
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