PRINTER S NO. 2177

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 1486 %%

| NTRODUCED BY MADI GAN, BRUBAKER, PUNT, STOUT, ORI E, WONDERLI NG
RAFFERTY, BAKER, BOSCOLA, KITCHEN, WAUGH, WOXZNI AK, BROWNE,
M VH TE AND O PAKE, JUNE 11, 2008

REFERRED TO FI NANCE, JUNE 11, 2008

AN ACT
Establ i shing the Dairy-Max Tax Credit Programfor the

noder ni zati on and expansi on of dairy operations in this
Commonweal t h; establishing a sponsorship program authori zing
the transferability of tax credits; and inposing powers and
duties on the Department of Agriculture.
The CGeneral Assenbly finds and declares as foll ows:

(1) The Commonwealth is hone to the second | argest
nunber of dairy farnms of any state in the United States.

(2) Pennsylvania dairy farns produce the fifth I argest
amount of mlk of all states.

(3) MIk incone generates 42% of the total agriculture

inconme in this Commonweal t h.
(4) Encouragi ng noderni zati on and expansion of dairy
operations in this Comonwealth will do all of the follow ng:
(1) Position producers to adopt new technol ogy and
i ncrease efficiency, thereby increasing m |k production
and sal es revenue.
(1i) Encourage the next generation of farmfamlies

to transition to dairy production.
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(ti1) Increase the overall economc health of this

Commonweal t h.

(5) The Commonweal th has adopted tax credit prograns to
encourage private fundi ng of educational prograns, research
and devel opnent efforts, film production and conservation
practices, which are critical to the future and econom c
heal th of this Commonweal t h.

(6) Providing tax credits for the nodernization and
expansion of dairy farnms is equally critical to the economc
future of this Commonwealth.

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

Section 1. Short Title.

This act shall be known and may be cited as the Dairy-Max Tax
Credit Program Act.

Section 2. Definitions.

The foll ow ng words and phrases when used in this act shal
have the neanings given to themin this section unless the
context clearly indicates otherw se:

“Agricultural erosion and sedinment control plan.” A site-
specific plan that does all of the follow ng:

(1) Meets the requirenents of the act of June 22, 1937
(P.L.1987, No.394), known as The Clean Streans Law, and 25
Pa. Code Ch. 102 (relating to erosion and sedi nent control).

(2) Identifies best managenent practices to mnimze
accel erated erosion and sedi nent froman agri cul tural
oper ati on.

“Agricultural operation.”™ A normal agricultural operation as
defi ned under section 2 of the act of June 10, 1982 (P.L. 454,
No. 133), referred to as the Ri ght-to-Farm Law.
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"Busi ness devel opnent plan.” A conprehensive docunent that
summari zes the operational and financial objectives of a
busi ness and contains the detailed plans and budgets show ng how
the objectives are to be realized.

"Business firm" An entity authorized to do business in this
Commonweal th and subject to the taxes inposed under Article I11
IV, Vi, Vi1, VIll, I X or XV of the act of March 4, 1971 (P.L.6,
No. 2), known as the Tax Reform Code of 1971.

"Conservation plan.” A plan, including a schedule for
i npl enentation, that identifies site-specific conservation best
managenent practices on an agricul tural operation.

"Dairy farm"™ An agricultural operation where the managenent
and use of farming resources is dedicated to the production of
m | k.

"Dai ry farm nodernization or expansion.” Any of the
fol | ow ng:

(1) The construction, inprovenent or acquisition of
buildings or facilities on a dairy farmif used exclusively
for dairy animals.

(2) The acquisition of equipnent for dairy ani nal
housi ng, confinenent, animl feeding, mlk production
ventilation or animal confort and well-being, if related
exclusively to dairy animals and if acquired and placed in
service in this Commonweal t h.

"Departnment.” The Departnent of Agriculture of the
Commonweal t h.

"Eligible applicant.”™ A business firmor an individual who
is subject to taxation under Article IIl of the act of March 4,
1971 (P.L.6, No.2), known as the Tax Reform Code of 1971.

"“Individual ." A natural person.
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“Nutrient managenent plan.”" As the termis defined under 3
Pa.C.S. Ch. 5 (relating to nutrient managenent and odor
managenent ) .

"Pass-through entity.” A partnership or Pennsylvania S
corporation as defined under section 301(n.0) and (s.2) of the
act of March 4, 1971 (P.L.6, No.2), known as the Tax Reform Code
of 1971.

"Program " The Dairy-Max Tax Credit Program

"Project."™ Al conponents of a dairy farm nodernization or
expansion plan included in an application for tax credits under
this act.

"Qualified tax liability.” The liability for taxes inposed
upon an eligible applicant under Article IIIl, IV, VI, VII, VIlI,
| X or XV of the act of March 4, 1971 (P.L.6, No.2), known as the
Tax Reform Code of 1971.

Section 3. Dairy-Max Tax Credit Program

(a) Establishnment.--The Dairy-Max Tax Credit Programis
established to encourage private investnment in the nodernization
of this Commonweal th's dairy industry.

(b) Limts.--The following limts shall apply:

(1) An eligible applicant may be granted a nmaxi mum of
$250,000 in tax credit under the program

(2) No nore than $250,000 in tax credits shall be
granted toward projects on a dairy farmunder the program

(3) An eligible applicant may submt an application for

a single project or multiple applications for multiple

projects within the [imts of this section.

(4) There shall be no limt on the amobunt of tax credits
that may be purchased or assigned froman eligible applicant.

(5) There shall be no limt on the amobunt of tax credits
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granted to a sponsor under subsection (f).
(c) Carryover. --

(1) If an eligible applicant cannot use the entire
anount of the tax credit for the taxable year in which the
tax credit is first granted, the excess may be carried over
to succeedi ng taxabl e years and used as a credit against the
qualified tax liability of the eligible applicant for those
taxabl e years. Each tinme that the tax credit is carried over
to a succeeding taxable year, it is to be reduced by the
anount that was used as a credit during the inmediately
precedi ng taxabl e year. The tax credit provided under this
act may be carried over and applied to succeedi ng taxabl e
years for no nore than 15 taxable years followi ng the first
t axabl e year for which the eligible applicant was entitled to
claimthe credit.

(2) A tax credit granted by the Departnment of Revenue
shall be applied against the taxpayer's qualified tax
l[iability for the current taxable year as of the date on
which the credit was granted before the tax credit is applied
agai nst any tax liability under paragraph (1).

(d) Assignnment of credit.--

(1) An eligible applicant, upon application to and
approval by the Departnent of Revenue, may sell or assign, in
whole or in part, a tax credit granted to the eligible
applicant under this act if no claimfor allowance of the
credit is filed within one year fromthe date the credit is
granted by the Departnent of Revenue under this section. The
Depart ment of Revenue shall establish guidelines for the
approval of applications under this subsection.

(2) The purchaser or assignee of a portion of a tax
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credit under this subsection shall inmmediately claimthe

credit in the taxable year in which the purchase or

assignment is nade. The anobunt of the credit that a purchaser
or assignee nmay use against a qualified tax liability may not
exceed 75% of the qualified tax liability for the taxable
year. The purchaser or assignee may not carry over, carry
back, obtain a refund of or assign the tax credit. The

pur chaser or assignee shall notify the Departnment of Revenue

of the seller or assignor of the tax credit in conpliance

wi th procedures specified by the Departnent of Revenue.

(e) Sponsorship.--An eligible applicant may becone a sponsor
by applying for a tax credit for a project authorized under
section 6 if a witten agreenent between the eligible applicant
and the owner of the dairy farmon which the project will be
conpleted is submtted to the Departnent of Revenue, certifying
that the owner of the dairy farmw Il conmply with all of the
provi sions of this act.

(f) Tax credits for pass-through entities.--

(1) |If a pass-through entity has any unused tax credit,
it my elect in witing, according to procedures established
by the Departnment of Revenue, to transfer all or a portion of
the credit to sharehol ders, nenbers or partners in proportion
to the share of its distributive income to which the
shar ehol der, nmenber or partner is entitled.

(2) The credit provided under paragraph (1) is in
addition to any tax credit to which the sharehol der, nenber
or partner is otherwi se entitled under this act.

(3) A pass-through entity and its partners or
sharehol ders may not claima tax credit under this act for

t he sane project authorized under section 6.
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1 Section 4. Tax credits.

2 (a) GCeneral eligibility.--Projects shall be eligible for a
3 tax credit as follows:

4 (1) Only eligible project costs incurred after the

5 effective date of this section shall be eligible for a tax
6 credit.

7 (2) A dairy operation shall have in place a current

8 conservation plan, a current agricultural erosion and

9 sedi nent control plan if engaged in plowing and tilling and a
10 current nutrient managenent plan if required, or the

11 devel opnent of such plans shall be included in the business
12 devel opnment plan submtted with the application.

13 (3) A project shall neet the design and construction
14 st andards acceptable to the departnent.

15 (b) Amount of tax credit.--A tax credit equal to 25% of the
16 eligible costs under subsection (c) of a project authorized

17 under section 6 shall be granted.

18 (c) Eligible costs of a project.--

19 (1) Al purchases of depreciable property related to
20 dairy farm noderni zati on and expansi on shall be consi dered
21 eligible costs of a project to which a tax credit may be
22 appl i ed.
23 (2) In addition to the eligible costs under paragraph
24 (1), the followi ng shall be considered eligible costs to
25 which a tax credit nmay be appli ed:
26 (i) Project design, engineering and associ ated
27 pl anni ng.
28 (i1i) Project managenent costs, including
29 contracting, docunment preparation and applications.
30 (ti1) Project construction or installation
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(iv) Required postconstruction inspections.

(v) Interest paynents on | oans for project
i npl enentation for up to one year prior to the award of
the tax credit.
(3) Atax credit shall not be applied to that portion of

a project cost under this section for which public funding

was received.

Section 5. Project nmaintenance.

(a) Tine period.--A dairy farmreceiving a tax credit under
this act shall maintain each conponent of a project receiving a
tax credit for the depreciable life of the conponent.

(b) Failure.--1f the project is not maintained for the tine
period required under subsection (a), the owner of the property
upon which the project exists shall return to the Departnent of
Revenue the anobunt of the tax credit originally granted. Any
anount paid to the Departnent of Revenue under this subsection
shall be deposited in the General Fund.

(c) Exception.--1f the recipient of a tax credit provides
prior witten notification to the departnent that the recipient
will be unable to maintain a dairy farm noderni zation or
expansi on due to sale of the property, cessation of an
agricultural operation or other factors, the departnent may
direct the Departnent of Revenue to prorate the anount of the
tax credit that shall be returned based on the renaining
i fespan of the dairy farm nodernization or expansion in
guesti on.

Section 6. Application, review and aut horization by departnment.

(a) Application process.--An eligible applicant shall apply
to the departnment for authorization that a project is eligible

for a tax credit under the program An application shall be
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1 devel oped by the departnent and shall include all of the

2 followng:

3 (1) A dairy business devel opnent plan and anal ysi s

4 acceptable to the departnent.

5 (2) A description and total cost of the conponents of

6 t he busi ness devel opnent plan for which a tax credit is being
7 appl i ed.

8 (3) Verification of eligibility under section 4(a).

9 (b) Review, notification and authorization.--The depart nment

10 shall, within 30 days of receipt, review each application and
11 notify an eligible applicant whether or not the eligible

12 applicant neets the requirenents and is authorized to receive a
13 tax credit under this act.

14 (c) Authorization of tax credit.--The departnent shall not
15 authorize tax credits that exceed the limts under sections 3(b)
16 and 9. The departnent shall authorize tax credits on a first-

17 cone-first-serve basis.

18 (d) Conpletion of project.--Upon conpletion of a project

19 authorized under this section, an eligible applicant shal

20 submt to the departnment witten notice of project conpletion

21 The notice shall include all of the follow ng:

22 (1) Docunentation satisfactory to the departnent that

23 the project is conplete.

24 (2) Docunentation of the final eligible costs included
25 in the initial application.

26 (3) Any other docunentation as may be required by the

27 depart nment.

28 (4) At its discretion, the departnent or a designated

29 agent may performany site-specific inspections it deens

30 necessary to verify that the project neets the requirenents
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of this act.

(e) Notification to Departnent of Revenue.--Upon
determi nation that a project authorized under this section is
conpl ete, the departnment shall provide notification to the
Depart ment of Revenue of all of the follow ng:

(1) That the eligible applicant has conpleted a project
whi ch neets the criteria for a tax credit under this act.
(2) The amount of tax credit for the eligible applicant.

(f) Inspection.--Projects authorized under this section may
be subject to inspection by the departnent or an agent of the
depart nment.

Section 7. Gant of tax credit.

The Departnent of Revenue shall grant a tax credit authorized
under section 6. The departnent shall, within 60 days of receipt
of the notice under section 6(e), issue a notice of grant of a
tax credit to the eligible applicant.

Section 8. Annual cap of tax credits.

Tax credits shall be granted to the extent that funds are
appropriated by the General Assenbly. The total anpunt of tax
credits granted by the departnment shall not exceed the
fol | ow ng:

(1) For fiscal year 2008-2009, $50, 000, 000.
(2) For fiscal years 2009-2010, 2010-2011, 2011-2012 and

2012- 2013, $50, 000, 000 per fiscal year.

Section 9. Report.

The departnent, in consultation with the Departnent of
Revenue, shall annually report to the General Assenbly on the
program as foll ows:

(1) The nunber of tax credits granted under the program

(2) The types and | ocations of projects.

20080S1486B2177 - 10 -



(3) The estimated benefits of the projects.
Section 30. Effective date.

This act shall take effect July 1, 2008, or inmediately,
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whi chever is |ater.
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