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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 121 %

| NTRODUCED BY BARD, HERSHEY, LEVDANSKY, BUNT, HERVAN, RUBLEY,
BALDW N, CREI GHTON, CURRY, DALEY, FAI RCH LD, CGEORCGE, HORSEY,
LEACH, MANN, S. M LLER, MJUNDY, PAYNE, ROSS, SATHER, SAYLOR
SCHRCODER, SEMMEL, STERN, TANGRETTI, THOVAS, TI GUE, WATSON
VWRI GHT AND ZUG, FEBRUARY 10, 2003

REFERRED TO COWM TTEE ON ENVI RONMENTAL RESOURCES AND ENERGY,
FEBRUARY 10, 2003
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AN ACT
Aut hori zing tax credits for qualified alternative fuel
producers; establishing the Alternative Fuel and Energy
Infrastructure | nprovenent Fund; and nmaki ng an appropriation.
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
Fuel and Energy Infrastructure Investnent Act.
Section 2. Legislative findings.
(1) The General Assenbly finds that there is an
i ncreasi ng need for the devel opnent of renewabl e and energy-
ef ficient technol ogies, including wind power, solar thernal
el ectric systens, bionmass-based power systens, geothernal
ener gy, biofuels, hydrogen-based energy systens, electric

energy systens and storage, photovoltaic energy systens and

ot her new and i nnovati ve research-based t echnol ogi es deened



appropri at e.
(2) It isthe intent of this act to assist in the
creation of a balanced portfolio of renewabl e and energy-
ef ficient technol ogies while adopting a strategy to fulfill
t he Commonweal th's | ong-term needs and goals for both energy
and the environnent.
Section 3. Definitions.

The foll ow ng words and phrases when used in this act shal
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have the neanings given to themin this section unless the

10 context clearly indicates otherw se:

11 "Alternative fueled hybrid vehicle.” A vehicle that uses an
12 alternative fuel to produce electricity, which in turn powers an
13 electric drive notor for vehicle propul sion.

14 "Alternative fuels.” A notor vehicle fuel which, when

15 conpared to conventional or refornulated gasoline, will result
16 in lower em ssions of oxides of nitrogen (NOx), volatile organic
17 conpounds (VOC), carbon nonoxide (CO, particulates or any

18 conbi nation thereof. These include conpressed natural gas (CNG,
19 [liquefied natural gas (LNG, |iquid petroleumor propane gas

20 (LPG, alcohols, hydrogen, hythane (H2 and CNG, electricity,

21 coal-derived liquid fuels, fuels derived from bi ol ogi cal

22 materials, and other fuels that the Secretary of the United

23 States Departnment of Energy determines by rule as neeting the
24 requirenments of section 301 of the Energy Policy Act of 1992

25 (Public Law 102-486, 42 U.S.C. § 13211(2)).

26 "Departnent.” The Departnent of Community and Economi c

27 Devel opnent of the Conmonweal t h.

28 "Fund." The Alternative Fuel and Energy Infrastructure

29 I nprovenment Fund established under section 9.

30 "Person.” An individual, partnership, association, conpany,
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corporation, joint venture or other business entity,
muni ci pality, nmunicipal authority or political subdivision.

"Qualified alternative fuel producer.” Any producer of an
alternative fuel whose principal place of business and facility
for the production of an alternative fuel is located within this
Conmonweal t h.

"Qualified business.” A partnership, association, conpany,
corporation, joint venture or other business entity qualified
pursuant to section 5.

"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.--There is hereby established within the
departnment a program providing for alternative fuel or
alternative energy enterprise designation.

(b) Authorization.--The departnent shall designate persons
or businesses as alternative fuel or alternative energy
enterprises. Persons and businesses that are qualified under
this act shall be entitled to all tax exenptions, deductions,
abatenents or credits set forth in this act for a period not to
exceed 15 years begi nning January 1, 2003, and ending on or
bef ore Decenber 31, 2017.

Section 5. Qualified businesses.

In order to qualify each year for a tax exenption, deduction,
abatenent or credit under this act, a business shall neet any
one or nore of the followng criteria:

(1) The business is a qualified alternative fuel

producer as defined in section 3.

(2) The business is actively engaged in the business of
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1 generating electricity fromalternative energy sources. This
2 shall include the design, manufacture, distribution,

3 operation, servicing or maintenance of alternative energy

4 projects or equipnment. The business shall receive

5 certification fromthe departnent that it is designated as
6 such and is actively engaged in the alternative energy

7 generati on busi ness.

8 (3) The business has invested in pollution control

9 equi pnent approved by the United States Environnental

10 Protection Agency.

11 (4) The business is a manufacturer of alternative fuel
12 vehi cles, including, but not limted to, alternative fuel ed
13 hybrid vehicles as defined in section 3.

14 (5) The business is actively engaged in the production
15 of alternative fuels, the manufacturing of equipnent,

16 products or techniques utilizing alternative fuels or the
17 production of energy-efficient equipnent, products or

18 techni ques used in the generation of electricity from

19 renewabl e resources, including, but not limted to, w nd
20 power, solar thermal electric systens, bionass-based power
21 systens, geothermal energy, biofuels, hydrogen-based energy
22 systens, electric energy systens and storage and photovoltaic
23 energy systens.
24 Section 6. State taxes.
25 (a) GCeneral rule.--A qualified business shall receive the
26 exenptions, deductions, abatenments or credits as provided in
27 sections 7 and 8 for the duration of the alternative fuel or
28 alternative energy enterprise designation. Exenptions,
29 deductions, abatenents or credits shall expire on the date of

30 expiration of the alternative fuel or alternative energy

20030H0121B0169 - 4 -



© o0 N oo o A~ wWw N P

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

30

enterprise designation.

(b) Construction.--The Departnment of Revenue shal
adm ni ster, construe and enforce the provisions of this section
and sections 7 and 8 in conjunction with Articles I, IlI, 1V,
VI, VI, I X and XV of the Tax Reform Code of 1971.

Section 7. Sales and use tax exenption.

(a) Exenption.--Sales at retail of services or tangible
personal property, other than notor vehicles, to a qualified
busi ness for the exclusive use, consunption and utilization of
t he tangi bl e personal property or service by the qualified
business at its business facility are exenpt fromthe sales and
use tax inposed under Article Il of the Tax Reform Code of 1971.

(b) Electric generation.--Electricity generated by a
qual i fied business at its facility installed after January 1,
1999, and sold at retail shall be exenpt fromthe sal es and use
tax inmposed under Article Il of the Tax Reform Code of 1971.
Section 8. Investnent tax credit.

(a) Credit.--Any person investing in a qualified business as
described in section 5 shall receive a tax credit pursuant to
subsection (c) if the departnent annually approves the witten
proposal of such person. The proposal shall set forth the
i nvestnment to be made, including the anount and the qualified
busi ness invested in and what the investnent is specifically
anticipated to be used for, including, but not limted to, the
pur chase of |and, equipnment or facilities.

(b) Decision in witing.--The decision of the departnent to
approve or di sapprove a proposal pursuant to subsection (a)
shall be in witing, and, if it approves the proposal, it shal
state the maximumcredit allowable to the business firm A copy

of the decision of the departnent shall be transmitted to the
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Governor and to the Departnment of Revenue.

(c) Gant of investnent tax credit.--

(1) The Department of Revenue shall grant a tax credit
agai nst any tax due under the Tax Reform Code of 1971 in an
anount equal to the total anpunt invested during the taxable
year by the person approved under subsection (a).

(2) The tax credit shall equal 1.5 cents for each
kil owatt hour of electricity generated and shall not be based
upon the anmount invested. The investnent tax credit provided
herein is intended to be in addition to and not a replacenent
of any Federal production tax credit now existing or
hereafter enacted, and the departnent and the Departnent of
Revenue shall adopt such regul ati ons and take such action as
necessary and appropriate to effectuate this intent.

(3) No tax credit shall be granted to any bank, bank and
trust conpany, insurance conpany, trust company, national
bank, savings association, nutual savings bank or buil ding
and | oan association for activities that are a part of its
normal course of business. Any tax credit not used in the
period the investnment was nmade nay be carried over for the
next five succeeding cal endar or fiscal years until the ful
credit has been allowed. The total anmpbunt of all tax credits
al l owed pursuant to this act shall not exceed $30, 000, 000 in
any one fiscal year.

(d) Regulations.--The departnent is hereby authorized to
pronmul gate regul ati ons for the approval or disapproval of such
proposal s and provide a listing of all applications received and
their disposition in each fiscal year to the General Assenbly by
Cctober 1 of the following fiscal year.

Section 9. Alternative Fuel and Energy Infrastructure
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| mprovenent Fund.

(a) Establishnent.--There is hereby established a separate
fund in the State Treasury to be known as the Alternative Fuel
and Energy Infrastructure |Inprovenment Fund. The fund shall be
adm ni stered by the departnment. In addition to appropriations
approved by the General Assenbly, the fund shall include those
cost savings realized by the Coomonwealth as the result of
guar ant eed energy savings contracts entered into by Commonweal t h
agencies as provided for in 62 Pa.C. S. Ch. 37 Subch. E (relating
to guaranteed energy savings contracts).

(b) Use.--The fund nay be used to provide grants to assist a
qgqual i fied business or a person intending to establish a
qual i fied business with infrastructure inprovenents, such as
access roads or transm ssion, production facilities,

di stribution or interconnection facilities, pollution control
equi pnent or for any other purpose approved by the departnent.
The departnent shall pronul gate regul ations for the issuance of
grants.

(c) Proposals.--Any qualified business or person intending
to establish a qualified business wishing to obtain a grant
shall submt a witten proposal for such grant. The depart nment
shall promul gate regulations for the submttal and contents of
proposal s.

(d) Decisionin witing.--The decision of the departnent to
approve or di sapprove a proposal pursuant to subsection (c)
shall be in witing, and, if the departnent approves the
proposal, it shall state the nmaxi num anount of the grant. A copy
of the decision of the departnent shall be transmitted to the
Gover nor

(e) Appropriation.--Appropriations to the fund shall not
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1 lapse. Sufficient appropriations shall be made annually in order
2 to maintain a mninmum bal ance of $10, 000, 000. Shoul d annual

3 grant activity exceed the funds avail able, the General Assenbly
4 may supplenment the fund to restore it to the full annual

5 appropriation.

6 Section 10. Appropriation.

7 The sum of $10, 000,000 is hereby appropriated to the

8 Departnment of Community and Econonic Devel opnent for deposit

9 into the Alternative Fuel and Energy Infrastructure |nprovenent
10 Fund.
11 Section 11. Effective date.
12 This act shall take effect in 60 days.
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