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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 784 %%

| NTRODUCED BY FERLO, STACK, MELLOW KUKOVI CH, TARTAGLI ONE,
WAGNER, LAVALLE, BOSCOLA, COSTA, HUGHES, KASUNI C, KI TCHEN
LOGAN, STOUT, C. WLLIAMS, FUMO, WOXZN AK, MJSTO, SCHWARTZ,
O PAKE, A, WLLIAMS AND ORI E, JUNE 3, 2003

REFERRED TO FI NANCE, JUNE 3, 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
penalties,” further providing, in research and devel opnment
tax credits, for carrying and assigning credits and for
[imtation 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 anended to read:

Section 1704-B. Carryover, Carryback, Refund and Assi gnnent
of Credit.--(a) The amount of the research and devel opnment tax
credit that a taxpayer may use agai nst any one qualified tax

l[iability during any year may not exceed [fifty] seventy-five

per cent of such qualified tax liability for that taxable year.
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If the taxpayer cannot use the entire anopunt of the research and
devel opnent tax credit for the taxable year in which the
research and devel opnent tax credit is first approved, then the
excess may be carried over to succeedi ng taxable years and used
as a credit against the qualified tax liability of the taxpayer
for those taxable years. Each tine that the research and

devel opnent tax credit is carried over to a succeedi ng taxable
year, it is to be reduced by the amount that was used as a
credit during the imredi ately precedi ng taxable year. The
research and devel opnent tax credit provided by this article may
be carried over and applied to succeedi ng taxable years for no
nore than fifteen taxable years following the first taxable year
for which the taxpayer was entitled to claimthe credit.

(b) A research and devel opnent tax credit approved by the
departnment for Pennsylvania qualified research and devel opnent
expense in a taxable year first shall be applied against the
taxpayer's qualified tax liability for the current taxable year
as of the date on which the credit was approved before the
research and devel opnent tax credit is applied against any tax
l[iability under subsection (a).

(c) A taxpayer is not entitled to carry back[,] or obtain a
refund of [or assign] an unused research and devel opnent tax
credit.

(d) 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, a research and devel opnent tax

credit granted to the taxpayer under this article if no claim

for all owance of the credit has been fil ed. The purchaser or

assi gnee shall claimthe credit in the taxable year in which the

pur chase or assignnment is nade. The purchaser or assi gnee nay
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not carryover, carryback, obtain a refund of or assign the tax

credit. The purchaser or assignee shall notify the departnent of

the derivative basis of the tax credit in conpliance with

procedures specified by the departnent.

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

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

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

dol lars ($3,000,000)] twelve mllion dollars ($12, 000, 000) shal

be all ocated exclusively for small businesses. However, if the
total amounts allocated to either the group of applicants
excl usive 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 the other group of
qual i fyi ng 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:
t axpayer's research and devel opnent tax credit=anmount
all ocated for those credits X (research and devel opnent
tax credit applied for by the applicant/total of al
research and devel opnent tax credits applied for by al
appl i cants).

(c) |If the total anmount of research and devel opnment tax
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credits applied for by all small business taxpayers exceeds the
amount al located for those credits, then the research and
devel opnent tax credit to be received by each small business
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 small business applicant divided by
the total of all research and devel opnent credits applied for by
all small business applicants, the al gebraic equival ent of which
i S:
t axpayer's research and devel opnent tax credit=anmount
all ocated for those credits X (research and devel opnent
tax credit applied for by the small business/total of al
research and devel opnent tax credits applied for by al
smal | busi ness applicants).
Section 2. The anmendnent of section 1709-B(a) of the act
shall apply to taxable years begi nning after Decenber 31, 2002.
Section 3. This act shall take effect as foll ows:
(1) The follow ng provisions shall take effect
i mredi atel y:
(i) Section 2 of this act.
(ii) This section.
(2) The follow ng provisions shall take effect July 1,
2003, or imredi ately, whichever is later:
(i) The anmendnent of section 1704-B of the act.

(i1i) The amendnment of section 1709-B of the act.
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