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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 alternative energy expense tax
credit.

The CGeneral 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
read:

ARTICLE XVII-D

ALTERNATI VE ENERGY EXPENSE TAX CREDI T

Section 1701-D. Scope of article.

This article relates to alternati ve energy expense tax

credits.

Secti on 1702-D. Definitions.
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The foll owi ng words and phrases when used in this article

shal|l have the neanings given to themin this section unless the

context clearly indicates ot herw se:

"Alternative enerqy expense." The expense incurred by a

retail electric custoner in purchasing electricity from an

electric distribution conpany or el ectric generation supplier

that is attri butable to the obligati on under State | aw for those

entities to procure alternative enerqy.

"Alternative enerqgy expense tax credit" or "tax credit." The

credit provided under this article.

"Departnent."” The Departnent of Revenue of the Commonweal th.

"Electric distribution conpany." The term shall have the

sane neaning given to it in 66 Pa.C.S. Ch. 28 (relating to

restructuring of electric utility industry).

"El ectric generation supplier." The termshall have the sane

meani ng given to it in 66 Pa.C.S. Ch. 28 (relating to

restructuring of electric utility industry).

"Pass-through entity." A partnership as defined in section

301(n.0) (relating to definitions) or a Pennsyl vania S

corporation as defined in section 301(n.1).

"Qualified tax liability." The liability for taxes inposed

under Article IV (relating to corporate net i ncone tax) or VI

(relating to capital stock--franchise tax), and in the case of a

pass-t hrough entity, under Article Ill (relating to personal

i ncone tax).

"Retail electric custoner." The term shall have the sane

meani ng given to it in 66 Pa.C.S. Ch. 28 (relating to

restructuring of electric utility industry).

"Taxpayer." An entity subject to tax under inposed under

Article IV (relating to corporate net incone tax) or VI
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(relating to capital stock--franchise tax), and in the case of a

pass-t hrough entity, under Article Ill (relating to personal

i ncone tax).

Section 1703-D. Credit for alternati ve energy expenses.

(a) GCeneral rule.--A taxpayer who incurs an alternative

enerqgy expense in a taxable year may apply for an alternative

enerqgy expense tax credit as provided in this article. A

t axpayer seeking a tax credit nust subnmt an application to the

departnent by February 15 for alternative energy expenses

incurred in the taxable year that ended in the prior cal endar

year.

(b) Anmpunt of tax credit.--A taxpayer that is qualified

under subsection (a) shall receive an alternati ve energy expense

tax credit for the taxable year in the anpunt of 20% of the

alternati ve energy expenses.

(c) Notification.--By August 15 of the cal endar year

followi ng the close of the taxable year during which the

alternati ve energy expense was i ncurred, the departnent shal

notify a taxpayer of the anpbunt of the taxpayer's alternative

ener gy expense tax credit approved by the departnent.

Section 1704-D. Carryover, carryback, refund and assi gnnent of

tax credit.

(a) GCeneral rule.--1f a taxpayer cannot use the entire

anount of the alternative energy expense tax credit for the

taxable year in which the tax credit is first approved, then the

excess may be carried over to succeedi ng taxable years and used

as a tax credit against the qualified tax liability of the

t axpayer for those taxable years. Each tine that the tax credit

is carried over to a succeedi ng taxable year, it shall be

reduced by the anount that was used as a tax credit during the
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i mmedi ately precedi ng taxable year. The tax credit may be

carried over and applied to succeedi nqg taxable years for no nore

than three taxable years following the first taxable year for

whi ch the taxpayer was entitled to claimthe tax credit.

(b) Application.--An alternative enerqy expense tax credit

approved by the departnent for alternati ve energy expenses in a

t axabl e year first shall be applied against the taxpayer's

qualified tax liability for the current taxable year as of the

date on which the tax credit was approved before the tax credit

can be applied agai nst any tax liability under subsection (a).

(c) No carryback.--A taxpayer is not entitled to carry back

or obtain a refund of an unused alternati ve energy expense tax

credit.

(d) Sale or assignnent.--

(1) A taxpayer, upon application to and approval by the

Departnment of Community and Econoni c Devel opnent, may sell or

assign, in whole or in part, an alternati ve energy expense

tax credit granted to the taxpayer under this article.

(2) The Departnent of Conmunity and Econoni ¢ Devel opnent

and the departnment shall jointly pronul gate requl ati ons for

t he approval of applications under this subsecti on.

(3) Before an application is approved, the depart nent

must nake a finding that the applicant has fil ed required

State tax reports for the taxable year for which the

qual i fi ed expenses were approved and pai d any bal ance of

State tax due as deternined at settl enent, assessment or

deterni nati on by the departnent.

(4) Notw thstandi ng any other provision of |aw the

departnent shall settle, assess or deternine the tax of an

applicant under this subsection within 90 days of the filing

20050S0409B0435 - 4 -



© o0 N oo o A~ wWw N P

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

30

of all required final returns or reports in accordance w th

section 806.1(a)(5) of the act of April 9, 1929 (P.L. 343,

No. 176), known as The Fi scal Code.

(e) Purchasers and assi gnees. --The purchaser or assi gnee of

a portion of an alternative energy expense tax credit under

subsection (d) shall imediately claimthe credit in the taxable

vear in which the purchase or assignnent is nade. The anpunt of

the tax credit that a purchaser or assi gnee nmay use agai nst any

one qualified tax liability may not exceed 50% of such qualified

tax liability for the taxable year. The purchaser or assi gnee

may not carry over, carry back, obtain a refund of or assign the

tax credit. The purchaser or assi gnee shall notify the

departnent of the seller or assignor of the tax credit in

conpliance with procedures specified by the departnent.

Section 1705-D. Tine limtations.

A taxpayer is not entitled to an alternative energy tax

credit for alternative energy expenses incurred in taxable years

endi ng after Decenber 31, 2012.

Section 1706-D Linmtation on tax credits.

(a) GCeneral rule.--The total anpbunt of tax credits approved

by the departnent shall not exceed $10, 000,000 in any fiscal

year.

(b) Exception.--If the total anpunt of alternative enerqy

expense tax credits applied for by all taxpayers exceeds the

anmount all ocated for those tax credits, then the tax credit to

be recei ved by each applicant shall be the product of the

al l ocated anount nultiplied by the quotient of the tax credit

applied for by the applicant divided by the total of all tax

credits applied for by all applicants, the al gebrai c equi val ent

of which is:
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taxpayer's alternati ve energy expense tax credit=anpunt

allocated for those tax credits X (alternati ve energy expense

tax credit applied for by the applicant/total of al

alternative enerqy expense tax credits applied for by al

appli cants).

Section 1707-D. Pass-t hrough entity.

(a) Ceneral rule.--1f a pass-through entity has any unused

alternative enerqgy expense tax credit under section 1704-D

(relating to carryover, carryback, refund and assi gnnent of tax

credit), it may elect in witing, according to procedures

establi shed by the departnent, to transfer all or a portion of

the tax credit to sharehol ders, nenbers or partners in

proportion to the share of its distributive i ncone to which the

shar ehol der, nenber or partner is entitl ed.

(b) Limtation.--The alternative enerqy expense tax credit

provi ded under subsection (a) is in addition to any tax credit

to which a sharehol der, nenber or partner of a pass-through

entity is otherwise entitled under this article. However, a

pass-through entity and a sharehol der, nenber or partner of a

pass-through entity may not claima tax credit for the sane

alternati ve energy expense.

(c) Application.--A sharehol der, nmenber or partner of a

pass-through entity to whom an alternati ve energy expense tax

credit is transferred under subsection (a) shall i medi ately

claimthe tax credit in the taxable year in which the transfer

is nade. A tax credit transferred to a natural person nmay be

applied only agai nst the incone referred to under section

303(a)(2) (relating to classes of incone). The sharehol der,

menber or partner may not carry back, obtain a refund of or

assign the tax credit.
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Secti on 1708-D. Report to General Assenbly.

The secretary shall submt an annual report to the General

Assenbly indicating the effecti veness of the alternative enerqy

expense tax credit no later than April 1 followi ng the year in

which the tax credits were approved. The report shall i nclude

the nanes of all taxpayers utilizing the tax credit as of the

date of the report and the anount of tax credits approved and

utilized by each taxpayer. Notw thstandi ng any | aw providi ng for

the confidentiality of tax records, the informati on contained in

the report shall be public infornmation. The report may al so

i ncl ude any recommendati ons for changes in the cal cul ati on or

admini stration of the tax credit.

Section 1709-D. Terni nati on.

The departnment shall not approve an alternative energy

expense tax credit for taxable years ending after Decenber 31,

Section 1710-D. Regul ati ons.

The departnment shall pronul gate requl ati ons necessary for the

i mpl enentation and adnministration of this article.

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