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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1758 %"

I NTRODUCED BY CGEORGE, BELARDI, BELFANTI, BI ANCUCCI, BI SHOP
BUNT, CALTAG RONE, CASORI O, CAWLEY, CLYMER, COCHEN, DALLY,
DeWEESE, DONATUCCI, D. EVANS, FABRI ZI O, FAI RCH LD, CGERGELY,
GOCD, GOODVAN, CRUCELA, HARHAI, KI RKLAND, KOTI K, LaGROTITA,
LEDERER, LEVDANSKY, MANN, MARKCSEK, M CALL, MGEEHAN
Mel LHATTAN, PETRARCA, PI STELLA, READSHAW SAI NATO, SANTONI
SATHER, SCAVELLO, SHANER, SOLOBAY, THOMAS, Tl GUE, WALKQO
WANSACZ AND YOUNGBLOOD, JUNE 21, 2005

REFERRED TO COW TTEE ON COVMERCE, JUNE 21, 2005

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

10 penalties,” providing for a tax credit for conpani es that

11 create new jobs in manufactured products in this Commonweal th

12 and for a lowinterest |oan progranm and nmaki ng an

13 appropriation.

OCO~NOUITARWNE

14 The General Assenbly of the Conmonweal th of Pennsyl vani a

15 hereby enacts as foll ows:

16 Section 1. The act of March 4, 1971 (P.L.6, No.2), known as
17 the Tax Reform Code of 1971, is anended by adding an article to
18 read:

19 ARTICLE XVIII-C

20 TAX CREDI T_FOR PENNSYLVANI A- MADE PRODUCTS
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Secti on 1801-C. Definitions.

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:

"Departnent."” The Departnent of Conmmunity and Econoni c

Devel opnent of the Commonweal t h.

"Pennsyl vani a- made product." A good or product that is

manuf actured in this Commpnweal th of, in whole or in part, raw

materials or recycled goods originating in this Conmonweal t h.

"Start date." The date on which a conpany nmay begi n creating

new | obs which may be eligible for tax credits.

"Tax credits." Tax credits for which the Departnent of

Communi ty and Econoni ¢ Devel opnment has i ssued a certificate

under this article.

Section 1802-C. Application process.

(a) Application.--A conpany nust conplete and submt to the

departnent a job creation tax credit application.

(b) Creation of jobs.--The applicant nust agree to create at

| east one new job for up to $1,000 received in tax credit

benefit, which anount shall be prorated by the approxi mate

percentage value of the raw materials or recycl ed goods

originating in this Conmmonweal th and used in the Pennsyl vani a-

made product in proportion to the full nmarket val ue of the

Pennsyl vani a- nrade pr oduct.

(c) Approval.--1f the departnent approves the conpany's

application, the departnent and the conpany shall execute a

commtnent letter containing the foll ow ng:

(1) A description of the project.

(2) The nunber of new jobs to be created.

(3) The anmpbunt of private capital investnent in the
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project.

(4) The maxi numtax credit anpunt the conpany may claim

(5) A signed statenent that the conpany intends to

mai ntain its operation in this Commonweal th for five years

fromthe start date.

(6) Such other informati on as the departnent deens

appropri at e.

(d) Commitnent letter.--After a conmitnent |etter has been

si gned by both the Commpbnwealth and the conpany, the conpany

shall receive a tax credit certificate and filing i nformation.

Section 1803-C. Tax credits.

(a) WNMaxi num anpunt.--A conpany nay claima tax credit of up

to $1,000 per new job created, which anpbunt shall be prorated by

t he approxi mate percentage value of the raw materials or

recycl ed goods originating in this Commonweal th and used in the

Pennsyl vani a- nade product in proportion to the full market val ue

of the Pennsyl vani a- neade product as specified in the commi t nent

(b)Y Deternination of new jobs created.--

(1) New jobs shall be deened created in year one to the

extent that the conpany's average enpl oynent by quarter

duri ng year one exceeds the conpany's average enpl oynent

| evel during the conpany's base peri od.

(2) New jobs shall be deened created in year two to the

extent that the conpany's average enpl oynent by quarter

during year two exceeds the conpany's average enpl oynent by

quarter during year one.

(3) New jobs shall be deened created in year three to

the extent that the conpany's average enpl oynent by quarter

during year three exceeds the conpany's average enpl oynent by
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quarter during year two.

(c) Applicable taxes.--A conpany may apply the tax credit to

100% of the conpany's State corporate net incone tax, capital

stock and franchise tax or the capital stock and franchi se tax

of a sharehol der of the conpany if the conpany is a Pennsyl vani a

S corporation, gross premuns tax, Qross receipts tax, bank and

trust conpany shares tax, nmutual thrift institution tax, title

i nsurance conpany shares tax, personal incone tax or the

personal incone tax of sharehol ders of a Pennsyl vania S

corporation or any conbi nati on thereof.

(d) Tax credit term--A conpany may claimthe tax credit for

each new job created, as approved by the departnent, for a

peri od deternm ned by the departnent but not to exceed five years

fromthe date the conpany first subnits a credit certificate

(e) Availability of tax credits.--Each fiscal year,

$15,000,000 in tax credits shall be nade avail able to the

departnent and may be awarded by the departnent in accordance

with this article. In addition, in any fiscal year, the

departnent nmay rei ssue or assign prior fiscal year tax credits

whi ch have been recaptured under section 1807-C(a) or (b)

(relating to penalties) and may award prior fiscal year credits

not previously issued. Prior fiscal year credits may be

rei ssued, assigned or awarded by the departnent w t hout

limtati on by section 1806-C(b) (relating to prohibitions).

(f) Priority of applications.--The departnent nay prioritize

applications for the tax credit based on the unenpl oynent rate

in the area of the proposed project or the unenpl oynent rate of

area wthin this Commpbnweal th where the raw materi als or

recycl ed goods ori gi nat e.

Secti on 1804-C. Lowi nterest | oan program
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(a) Establishnent.--The departnent shall establish and

admi ni ster a programto provide, fromfunds appropri ated or nade

avai l able to the departnent for that purpose, |owinterest | oans

f or econom c devel opnent projects that have received tax credits

under this article and that denpnstrate a significant conm t nent

to the goals of this article.

(b) Requl ations.--The departnent shall pronul gate

requl ations to i npl enent this section.

Secti on 1805-C. Regul ati ons.

The departnment shall pronul gate rul es and regul ati ons

necessary to adm nister this article.

Secti on 1806-C. Pr ohi bi ti ons.

(a) GCeneral rule.--The following actions with regard to job

creation tax credits are prohibited:

(1) Approval of jobs that have been created prior to the

start date.

(2) Approval for a conpany which is rel ocating

operations fromone nunicipality in this Commonwealth to

anot her unl ess speci al circunstances exi st and the

muni ci pality that is |osing the existing jobs has an

opportunity to subnmt conmments prior to action by the

departnent. |If the departnent approves the tax credits, the

conpany nust conmmit to preserving the existing enpl oyees and

the credit shall apply only to the new j obs.

(3) The assignnent, transfer or use of credits by any

ot her conpany, provided, however, that tax credits nmay be

assigned in whole or in part to an affiliated entity. As used

in this paragraph, the term"affiliated entity" neans an

entity which is part of the same "affiliated group," as

defined by section 1504(a)(1) of the Internal Revenue Code of
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1986 (Public Law 99-514, 26 U.S.C. 8§ 1504(a)(1)), as the

conpany awarded the credit.

(b)Y Allocations.--Not |ess than 25% of the total anmount of

all tax credits authorized in any fiscal year under section

1803-C(e) (relating to tax credits) shall be available to

conpanies with fewer than 100 enpl oyees. Any portion of this

all ocation not conmtted by April 30 of each year shall be

avai |l abl e to any busi ness which nmeets the renmni ni ng program

criteria.

Secti on 1807-C. Penal ti es.

(a) Failure to maintain operations.--A conpany whi ch

receives tax credits and fails to substantially maintain

exi sting operations and the operations related to the tax

credits in this Commpbnweal th for a period of five years fromthe

date the conpany first subnmits a tax credit certificate to the

Departnent of Revenue shall be required to refund to the

Commpnweal th the total anmpunt of credit or credits granted.

(b) Failure to create jobs.--A conpany whi ch recei ves tax

credits and fails to create the approved nunber of new jobs

within three years of the start date will be required to refund

to the Commonweal th the total anpbunt of credit or credits

(c) VWiver.--The departnent may wai ve the penalties outlined

in subsections (a) and (b) if it is deternined that a conpany's

operati ons were not nmi ntained or the new j obs were not created

because of circunstances beyond the conpany's control. Such

ci rcunstances i nclude natural disasters, unforeseen industry

trends or a loss of a major supplier or narket.

Section 2. The sum of $5, 000,000 is hereby appropriated to

t he Departnent of Community and Econom c Devel opnent for the
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1 purpose of making | owinterest |oans under section 1804-C of the
2 act.

3 Section 3. This act shall take effect in 60 days.
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