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AN ACT

Aut hori zing investnment tax credits for qualified alternative
energy enterprises.

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 Alternative
Energy | nvestnent Act.
Section 2. Legislative findings.
The CGeneral Assenbly finds and decl ares that:
(1) There is an increasing need for the devel opnent and
depl oynment of renewabl e and energy-efficient technol ogies,
i ncludi ng wi nd power, solar thermal electric systens,

bi omass- based power systens, geothernal energy, biofuels,
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hydr ogen- based energy systens, electric energy systens and

storage, photovoltaic energy systens and ot her new and

i nnovati ve technol ogi es deened appropri at e.

(2) It is theintent of this act to assist in the
establ i shment of a bal anced portfolio of renewabl e and
energy-efficient technol ogies while adopting a strategy to
fulfill the Commonweal th's | ong-term needs and goals for both
energy and the environnment.

(3) It istheintent of this act to encourage the
devel opnent of and support to businesses that are engaged in
the production of alternative fuels, alternative fuel
vehi cl es and alternative energy equi pnent.

Section 3. 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:

"Alternative energy resources." Either renewabl e energy
resources or Pennsylvania alternative resources.

"Alternative fuels.” A notor vehicle fuel that, when
conpared to conventional or reformulated gasoline, results in
| oner em ssions of oxides of nitrogen (NOx), volatile organic
conmpounds (VOC), carbon nonoxide (CO), particulates or any
conbi nation thereof. This termincludes, but is not limted to:
conpressed natural gas (CNG, liquefied natural gas (LNG,
liquid petroleumor propane gas (LPG, ethanol blended as E85,
nmet hanol bl ended as MB5, hydrogen, hythane, any conbi nati on of
conpressed natural gas and hydrogen, electricity, coal-derived
liquid fuels, biofuels and other fuels determ ned by rule of the
Secretary of the United States Departnent of Energy under the

definition of "alternative fuel"™ in section 301 of the Energy
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Policy Act of 1992 (Public Law 102-486, 42 U.S.C. § 13211).

"Bi -fuel vehicle or dual-fuel vehicle." A notor vehicle,

i ncludi ng an origi nal equi pnent manufacturer (CEM and
retrofitted notor vehicle, that operates on an alternative fuel
and gasoline or an alternative fuel and diesel fuel.

"Biofuels.” Fuels derived from al cohols, ether, esters and
ot her chem cals nmade from cel | ul osic biomass, including, but not
limted to, herbaceous and woody plants and agricultural and
forestry residues. This termal so includes a fuel derived from
vegetable oils or animal fats designated B100 that neets the
Ameri can Society of Testing and Materials Specification DG/51,
and B20, and that is conprised of 20% bi odi esel with 80% di esel
fuel .

"Coal mne nmethane." Methane emtting froman abandoned or
wor ki ng coal m ne

"Departnment.” The Departnent of Environnmental Protection of
t he Conmonweal t h.

"Fuel cells.” Any electrochem cal device that converts
chem cal energy in a hydrogen-rich fuel directly into
el ectricity, heat and water w thout conbustion.

"CGeot hermal systens.” Electricity produced by extracting hot
wat er or steam from geothermal reserves in the earth's crust and
supplied to steamturbines that drive generators to produce
electricity.

"Hybrid vehicle.” A notor vehicle that draws propul sion
energy from onboard sources of stored energy that are both:

(1) An internal conbustion engine using conbustible

fuel .

(2) A rechargeabl e energy storage system

"Pennsyl vani a alternative resources.” Energy fromany of the
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fol | ow ng:
(1) Fuel cells.
(2) Waste coal which shall include the conbustion of
waste coal in facilities in which the waste coal was di sposed

or abandoned prior to July 31, 1982, or disposed of in a

permtted coal refuse disposal site regardl ess of when

di sposed of, and used to generate electricity or such other

wast e coal conbustion neeting alternate eligibility

requi renents established by regulation.

(3) Coal mne nethane.

"Person.” An individual resident of this Conmonwealth.

"Qualified alternative energy enterprise." A business that
desi gns, manufactures, distributes, operates, services or
mai ntai ns alternative or renewabl e energy projects or equipnent.
This termincludes a generator of electricity, producer of
useful thermal energy or producer of hydrogen who uses renewabl e
energy or Pennsylvania alternative energy resources and whose
facility is located within this Conmonweal t h.

"Qualified alternative fuel enterprise.” A business that
desi gns, manufactures, distributes, operates, services or
mai ntai ns alternative fuel projects or equipnent. This term
i ncl udes a business that produces an alternative fuel and whose
facility for the production of the alternative fuel is |ocated
within this Comobnweal t h.

"Qualified alternative fuel or hybrid vehicle manufacturing
enterprise.” A business that manufactures hybrid vehicles or
not or vehicles that operate on an alternative fuel

"Qualified business.” A partnership, association, conpany,
corporation, joint venture or other business entity qualified

pursuant to section 5.
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"Qualified expense.”" The cost of capital equipnent directly
related to the activities used by a qualified alternative energy
enterprise, qualified alternative fuel enterprise or a qualified
manuf acturer of alternative fuel or hybrid vehicles.

"Qualified small business.” A partnership, association,
conmpany, corporation, joint venture or other business entity
t hat enpl oys 100 or fewer persons and neets all other criteria
for a small business established by the Comobnweal t h.

"Renewabl e energy resources.” Energy fromany of the
fol | ow ng:

(1) The sun, including solar photovoltaic technol ogies,
solar thermal electric systens and solar thernmal systens.

(2) Wnd, including systens that generate electricity
from wi nd.

(3) Biomass, including systens that generate electricity
fromlandfill methane gas, nethane gas from anaerobic

di gestion of organic material, any solid nonhazardous,

cellulosic waste material that is segregated from ot her waste

mat eri al s such as waste pallets, crates and | andscape or
right-of-way trimmngs or agricultural sources, including
orchard tree crops, vineyards, grain, |egunes, sugar and

ot her crop by-products or residues.

(4) Lowinpact hydroelectric or other technol ogies that:
(1) Harness the increnental hydroelectric potenti al
of water inpoundnents provided it does not adversely
change existing inpacts to an aquatic system
(ii) Meet the certification standards established by
the Low I npact Hydropower Institute and Anerican Rivers,
I nc.

(ti1) Provide an adequate water flow for protection
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of aquatic life, provide for safe and effective fish

passage, protect against erosion and protect cultural and

hi storic resources.

(5) Hydroelectric power technol ogies that use wave,
current, tidal and thermal systens.

(6) Geothermal systens.

"Tax Reform Code of 1971." The act of March 4, 1971 (P.L.6,
No. 2), known as the Tax Reform Code of 1971.

Section 4. Alternative fuel or alternative energy enterprise
desi gnati on.

(a) Establishnent.--A programis established within the
departnment to provide for the designation of qualified
alternative fuel enterprises, qualified alternative energy
enterprises and qualified alternative fuel or hybrid vehicle
manuf act uring enterprises.

(b) Eligibility.--

(1) The department shall develop criteria to establish
eligibility as a qualified alternative energy enterprise, a
qualified alternative fuel enterprise and a qualified
alternative fuel or hybrid vehicle manufacturing enterprise.

(2) A business that is qualified under this section
shall be entitled to the renewabl e energy i nvestnent tax
credits authorized under this act for a period not to exceed
15 years beginning with the effective date of this section.

Section 5. Qualified businesses.

In order to qualify each year for a renewabl e energy
investnment tax credit under this act, a business nust be:

(1) A qualified alternative energy enterprise.

(2) A qualified alternative fuel enterprise.

(3) A manufacturer of alternative fuel vehicles,
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including, but not limted to, dedicated alternative fuel-

power ed vehicles or hybrid vehicles.
Section 6. State taxes.

(a) General rule.--A qualified business shall receive the
renewabl e energy investnment tax credits authorized under section
7 for the duration of the alternative fuel or alternative energy
enterprise designation. The credits shall expire on the date of
expiration required by this act.

(b) Adm nistration and regul ations. --

(1) The departnment shall cooperate with the Depart nent
of Revenue to admi nister the provisions of this act,
pronul gate appropriate rules, regulations and forns for that
pur pose and make such determ nations as nmay be required.

(2) The department shall ensure that an eligible
busi ness neets the established criteria as a qualified
busi ness under section 5 and to ensure that the and to ensure
that the costs for which a credit are bei ng sought neet the
established eligibility criteria.

(3) The Department of Revenue shall adm nister, construe
and enforce the provisions of this section and section 7 in
conjunction with Articles Il, I1l, 1V and VI of the Tax
Ref orm Code of 1971

Section 7. Renewabl e energy investnent tax credit.

(a) GCeneral rule.--A qualified business as described in
section 5 shall be eligible under Articles Ill, IV and VI of the
Tax Reform Code of 1971 for a renewabl e energy investnent tax
credit equal to 15% of a qualified expense.

(b) Applicable taxes.--The renewabl e energy investnent tax
credit authorized by this section nay be applied agai nst any tax

due under Articles IIl, IV and VI of the Tax Reform Code of
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2 (c) Authorization.--

3 (1) A qualified business entity may apply for a

4 renewabl e energy investnent tax credit as provided in this

5 section. By Septenber 15, a qualified business entity nust

6 submt an application to the departnment for qualified

7 expenses incurred in the taxable year that ended in the prior
8 cal endar year.

9 (2) A qualified business entity shall receive a

10 renewabl e energy investnent tax credit for the taxable year
11 in the amount of 15% of the qualified expense of the

12 qual i fied business entity deened eligi ble under the

13 regul ati ons established by the departnment under section 6(b).
14 (3) By Decenber 15 of the cal endar year follow ng the
15 cl ose of the taxable year during which the qualified expense
16 was incurred, the departnent shall notify the qualified

17 busi ness entity of the amobunt of the qualified business

18 entity's renewabl e energy investnent tax credit approved by
19 t he departnent.
20 (d) Carryover. --
21 (1) The amount of the renewabl e energy investnent tax
22 credit that a qualified business entity nay use agai nst any
23 tax under Article Ill, IV or VI of the Tax Reform Code of
24 1971 during any year may not exceed 15% of the qualified tax
25 liability for that taxable year. If the qualified business
26 entity cannot use the entire anmount of the credit for the
27 taxabl e year in which the credit is first approved, the
28 excess may be carried over to succeeding taxable years and
29 used as a credit against any tax under Article Ill, IV or VI
30 of the Tax Reform Code of 1971 of the qualified business
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entity for those taxabl e years.

(2) Each tinme that the renewabl e energy investnment tax
credit is carried over to a succeeding taxable year, it shal
be reduced by the anmount that was used as a credit during the
i mredi ately precedi ng taxable year. The credit may be carried
over and applied to succeeding taxable years for no nore than
15 taxable years following the first taxable year for which
the qualified business entity was entitled to claimthe
credit.

(3) A renewabl e energy investnment tax credit approved by
the departnent for a qualified expense in a taxable year
first shall be applied against the qualified business
entity's tax liability for the current taxable year as of the
date on which the credit was approved before the credit is
appl i ed against any tax liability under subsection (a).

(4) A qualified business entity may not carry back,
obtain a refund of or assign any unused renewabl e energy
i nvestnment tax credit.

(e) Limtation.--The total anount of all renewabl e energy
i nvestnment tax credits allowed under this act shall not exceed
$15, 000, 000 in any one fiscal year.

(f) Proration of tax credits.--1f the total anount of
renewabl e energy investnment tax credits applied for by al
qual i fied business entities exceeds the anount allocated for
those credits, then the renewabl e energy tax credit to be
recei ved by each applicant shall be prorated anong all qualified
busi ness entities.

Section 8. Annual report.
The departnent shall annually nake a report to the

Envi ronnment al Resources and Energy Conmittee of the Senate and
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t he Environnmental Resources and Energy Conmittee of the House of
Representatives on the activities undertaken pursuant to this
act. The report shall, at a mninmum include information on:

(1) The nunber and anmount of renewabl e energy investnent

(2) The types of businesses receiving the credits.

(3) A breakdown of the credits provided by business

1

2

3

4

5 tax credits provided.
6

7

8 type.

9 (4) The nunber, anount and purpose of the |oans provided
10 to eligible entities.

11 Section 9. Effective date.

12 This act shall take effect in 60 days.
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