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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
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READSHAW RUBLEY, SAI NATO, SCHRODER, SEMVEL, B. SM TH
R STEVENSQON, WATSON, YUDI CHAK, E. Z. TAYLOR, BEYER, MARSI CO,
HUTCHI NSON, PAYNE, Ml LH NNEY AND PALLONE, APRIL 24, 2006

REFERRED TO COWM TTEE ON FI NANCE, APRIL 24, 2006

AN ACT

1 Anending the act of March 4, 1971 (P.L.6, No.2), entitled "An

2 act relating to tax reformand State taxation by codifying

3 and enunerating certain subjects of taxation and inposing

4 t axes thereon; providing procedures for the paynent,

5 col l ection, adm nistration and enforcenent thereof; providing
6 for tax credits in certain cases; conferring powers and

7 i mposi ng duties upon the Departnent of Revenue, certain

8 enpl oyers, fiduciaries, individuals, persons, corporations

9 and other entities; prescribing crinmes, offenses and

10 penalties,” providing for tax incentives for historic

11 preservati on.

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

13 hereby enacts as foll ows:
14 Section 1. The act of March 4, 1971 (P.L.6, No.2), known as

15 the Tax Reform Code of 1971, is anmended by adding an article to

16 read:
17 ARTI CLE XVIII-C
18 I NCENTI VES FOR HI STORI C PRESERVATI ON

19 Section 1801-C. Short title.

20 This article shall be known and nay be cited as the Hi storic
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Preservati on Tax | ncentive Act.

Secti on 1802-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:

"Certified rehabilitation.”" The rehabilitation of a historic

commercial site which has been certified by the Pennsyl vani a

Hi storical and Museum Conmi ssi on as conplying with 36 CFR 67.7

(relating to standards for rehabilitation).

"Commi ssion." The Pennsyl vania Hi storical and Miseum

Conmi ssi on.

"Cost of rehabilitation or restoration." |ncludes:

(1) Costs attributed to the rehabilitati on or

restoration of a historic honesite, including historic

decorati ve el ements; upgrading of the structural, nechani cal,

el ectrical and plunbing systens to appli cabl e code;

architectural fees; and alterations associated with the

conversion of the building to residential use. The term shal

not include costs attri butable to the acquisition of real

property:; the enl argenent of an existing buil ding;

| andscapi ng, driveways and other site features; outbuil di ngs

or garages that do not possess incone-produci ng capability;

and personal | abor perforned by the owner.

(2) Costs attributed to the rehabilitati on or

restoration of a historic farnsite, including historic

decorati ve el ements; upgrading of the structural, nechani cal,

el ectrical and pl unbing systens; architectural fees and

alterati ons associated with the renovation of the building to

agricultural use. The termshall not include costs

attributable to the acquisition of real property, the
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1 enl argenent _of an existing building, |andscaping, driveways
2 and other site features, outbuildings or garages that do not
3 possess i ncone-producing capability and personal | abor

4 perfornmed by the owner

5 "Departnment."” The Departnent of Conmmunity and Economic

6 Devel opnent of the Commonweal t h.

7 "Historic commercial site.”" A building that conplies with

8 all of the follow ng:

9 (1) The building is located within this Commonweal th and
10 is a certified historic structure as defined in section

11 47(c)(3) of the Internal Revenue Code of 1986 (Public Law 99-
12 514, 26 U.S.C._8 47(c)(3)).

13 (2) The building has incone-producing capability.

14 (3) The owner or purchaser of the building has entered
15 into a covenant with the Pennsylvania Hi storical and Miseum
16 Conmi ssi on _providing that:

17 (i) rehabilitation or restoration work, with a tota
18 cost of rehabilitation or restoration valued in excess of
19 $10,000, will be conpleted to the satisfaction of the
20 Pennsyl vania Hi storical and Miseum Conmi sSion in
21 accordance with 36 CFR 67.7 (relating to standards for
22 rehabilitation) within five years of the date the
23 covenant was entered into with the Pennsyl vani a
24 Hi storical and Museum Conmi ssi on; and
25 (ii) neither the owner nor a successor in interest
26 will make a material alteration, as determ ned by the
27 Pennsyl vani a Hi storical and Miseum Conmi ssion, to the
28 wor kK under subparagraph (i) for at |least ten consecutive
29 years, including the date the covenant was entered into
30 with the Pennsylvania Historical and Museum Conm Ssi on.
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1 "Historic farnsite." A property that is |located within this
2 Commonweal th and that is used for agricultural production and

3 includes a building or structure that neets the foll ow ng

4 criteria:

5 (1) The building structure is utilized to store farm

6 i npl enents, hay, feed, grain or any other agricultural or

7 horticultural products or to house poultry, livestock or

8 other farmaninmals and a m |k house. The term.includes any

9 structure used directly and custonarily associated with

10 agricultural use.

11 (2) The building or structure:

12 (i) neets the eligibility requirenents to be |listed
13 on the National Register of Hi storic Places or has been
14 designated by the Federal or State governnent as a

15 hi storic property;

16 (ii) is located in an area designated by the Federa
17 or _State governnment as a historic district;

18 (iii) is located in an area designated as a historic
19 district under section 2 of the act of June 13, 1961
20 (P.L.282, No.167), entitled "An act authorizing counties,
21 cities, boroughs, incorporated towns and townships to
22 create historic districts within their geographic
23 boundaries; providing for the appointnent of Boards of
24 Hi storical Architectural Review, enpowering governing
25 bodi es of political subdivisions to protect the
26 distinctive historical character of these districts and
27 to requlate the erection, reconstruction, alteration,
28 restoration, denolition or razing of buildings within the
29 historic districts"; or
30 (iv) is at least fifty years of age.
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(3) The owner or purchaser of property, buil ding or

structure has entered into a covenant with the Pennsyl vani a

Hi storical and Museum Conmmi ssi on provi di ng that:

(i) Rehabilitation or restoration work, with a total

cost of rehabilitation or restorati on valued in excess of

$1,000, will be conpleted to the satisfaction of the

commi ssion in accordance with the 36 CFR 67.7 (rel ati ng

to standards for rehabilitation) within five years of the

date the covenant was entered into with the comm ssi on

(ii) The property is not subdivided in a nanner

whi ch woul d separate a building or structure fromthe

remai nder of the of the property.

(iii) The addition of a building or structure to the

property whi ch neets the provi sions of paragraph (1) is

not prohi bited.

(iv) Generates a mninmumof $1,000 of farm i ncone.

(v) The building or structure will be occupi ed by

the owner or, for good cause consented to by the

Pennsyl vani a H storical and Museum Comm SSi on, a

successor in interest for at | east five consecutive

vears, including the date the covenant was entered into

with the Pennsyl vania Hi storical and Miseum Conmi SSi on.

"Historic honesite." A building that conplies with all of

the foll ow ng:

(1) The building is divided into no nore than four

units, one of which is used as the owner's princi pal

resi dence. The requirenents of this paragraph shall be

satisfied if the purchaser of the building has entered into a

covenant with the Pennsyl vania Hi storical and Miseum

Conmmi ssion to divide the building into no nore than four
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1 units, one of which will be used as the purchaser's principal
2 resi dence beginning no |later than four nonths after the date
3 of the transfer of title to the real property.

4 (2) The buil ding:

5 (i) has been designated by the Federal or State

6 governnent as a historic property;

7 (ii) is located in an area designated by the Federa
8 or _State governnment as a historic district;

9 (iii) is located in an area designated as a historic
10 district under section 2 of the act of June 13, 1961

11 (P.L.282, No.167), entitled "An act authorizing counties,
12 cities, boroughs, incorporated towns and townships to

13 create historic districts within their geographic

14 boundaries; providing for the appointnent of Boards of

15 Hi storical Architectural Review, enpowering governing

16 bodi es of political subdivisions to protect the

17 distinctive historical character of these districts and
18 to requlate the erection, reconstruction, alteration,

19 restoration, denolition or razing of buildings within the
20 historic districts";
21 (iv) has been designated as a historic property or
22 is located in an area designated as a historic district
23 pursuant to section 14-2007 of the Philadelphia Gty
24 Code; or
25 (v) has been designated as a historic property or is
26 | ocated in an area designated as a historic district
27 pursuant to section 1101.03 of the Pittsburgh Gty Code.
28 (3) The owner or purchaser of the building has entered
29 into a covenant with the Pennsylvania Hi storical and Miseum
30 Conmi ssi on _providing that:
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(i) Rehabilitation or restoration work, with a total

cost of rehabilitation or restorati on valued in excess of

$1,000, will be conpleted to the satisfaction of the

Pennsyl vania H storical and Museum Conm SSion in

accordance with 36 CFR 67.7 (relating to standards for

rehabilitation) within five years of the date the

covenant was entered into with the Pennsyl vani a

Hi storical and Museum Conmi ssi on.

(ii) The buil ding:

(A has been or will be occupied as the

pri nci pal residence of the owner or, for good cause

consented to by the Pennsyl vania Hi storical and

Museum Conmi ssi on, of a successor in interest for at

| east five consecutive years, including the date the

covenant was entered into with the Pennsyl vani a

Hi storical and Museum Conmi ssi on; or

(B) wll be occupied as the principal residence

of the purchaser, or, for good cause consented to by

t he Pennsyl vania H storical and Museum Conm SsSi on, of

a successor in interest for at | east five consecutive

vears, beqginning no |later than four nonths after the

date of transfer of title to the real property.

"Qualified rehabilitati on expenditure." As defined in

section 47(c)(2) of the Internal Revenue Code of 1986 (Public

Law 99-514, 26 U.S.C. 8 47(c)(2)).

"Substantial rehabilitation." As defined in section

47(c)(1)(C) of the Internal Revenue Code of 1986 (Public Law 99-

514, 26 U.S.C 8 47(c)(1)(Q9).

Section 1803-C. Tax incentives for historic honesites or

hi storic farnsites.
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(a) Exenption fromsales and use tax.--The tax i nposed by

section 202 shall not be i nmposed upon the sale at retail or use

of tangi bl e personal property as defined in section 201 or

services which are costs of rehabilitation or restorati on of a

hi storic honesite or historic farnsite. The purchaser shall

furnish to the vendor a certificate substantially in the form as

the conm ssion, in conjunction with the departnent, shal

prescri be stating that the sale is exenpt fromtax pursuant to

this subsecti on.

(b)Y Exenption from personal incone tax for net gain from

sale of historic honesite or historic farnsite.--The term "net

gai ns or income" for purposes of Article Ill shall not include

the net gain on the sale of a historic honesite or historic

farnsite. No later than the date of transfer of title to the

real property, the purchaser shall provide a copy of the

covenant with the conmission to the seller

(c) Historic rehabilitation tax credit. --

(1) An individual shall be allowed a credit against the

tax ot herwi se due under Article IlIl for the rehabilitation or

restoration of a historic honesite or historic farnmsite upon

certification by the conmm ssion that rehabilitati on or

restoration work, with a total cost of rehabilitati on or

restoration valued in excess of $1,000 for a historic

honmesite or historic farnsite, has been conpleted to the

sati sfaction of the conm ssion in accordance with 36 CFR 67.7

(relating to standards for rehabilitation).

(2) The tax credit authori zed under this section shal

be 40% of the anpunt expended by the individual during the

t axabl e year on tangi bl e personal property or services that

qualify for a sales and use tax exclusi on under section

20060H2607B3922 - 8 -
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204(64) as certified by the conmm ssi on.

(3) |If the taxpayer cannot use the entire anount of the

tax credit for the taxable year in which the expenditures are

first certified, then the excess nay be carried over to

succeedi ng taxable years. Each tine 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 i medi ately

precedi ng taxable year. The tax credit nay be carried over

and applied to succeedi ng taxable years for no nore than five

taxabl e years following the first taxable year for which the

t axpayer was entitled to claimthe tax credit.

(4) (i) The total anmpunt of tax credits authorized by

t he departnment under this section shall not exceed

$20, 000,000 in any fiscal year. O that anount, a m ni num

of $5, 000, 000 shall be all ocated exclusively for tax

credits for historic farnsites. However, if the total

anount all ocated to either group of applicants i s not

approved in any fiscal year, the unused portion shal

becone avail able for use by the other group of qualifying

taxpayers.

(ii) |If the total anount of the historic honesite

and historic farnsite tax credits applied for by al

t axpayers exceeds the anpunt allocated for those credits,

then the tax credit to be received by each appli cant

shall be the product of the all ocated anount nmultiplied

by the quotient of the tax credit applied for by the

applicant divided by the total of all historic honesite

and historic farnsite tax credits applied for by al

applicants, the al gebrai c equi val ent of which is:

Taxpayer's historic honesite and historic

20060H2607B3922 - 9 -



1 farnsite tax credit = anount allocated for those
2 credits X (historic honesite and historic

3 farnsite tax credit applied for by the

4 applicant/total of all historic honesite and

5 historic farnsite tax credits applied for by al
6 applicants).

7 (iii) If the total anmpbunt of the historic honesite
8 and historic farnsite tax credits applied for by al

9 historic farmsites exceeds the anount allocated for

10 those credits, then the historic honesite and historic
11 farnsite tax credit to be received by each historic

12 farnsite applicant shall be the product of the allocated
13 amount nultiplied by the quotient of the historic

14 honesite and historic farnsite tax credit applied for by
15 the historic farnsite applicant divided by the total of
16 all historic honesite and historic farnsite credits

17 applied for by all historic farnsite applicants, the

18 al gebrai c_equi valent of Which is:

19 Taxpayer's historic honesite and historic
20 farnsite tax credit = anount allocated for those
21 credits X (historic honesite and historic
22 farnsite tax credit applied for by historic
23 farnsite applicants/total of all historic
24 honesite and historic farnsite tax credits
25 applied for by all historic farnsite applicants).
26 Section 1804-C. Breach of historic honesite or historic
27 farnsite covenant.
28 (a) Notice fromconm ssion to departnent.--The conm SSion

29 shall notify the departnent when an individual who has entered

30 into a covenant to rehabilitate or restore a historic honesite

20060H2607B3922 - 10 -
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or historic farnsite pursuant to this article breaches the terns

of the covenant.

(b)Y Penalty.--Upon notification by the comm ssion that the

i ndi vi dual has breached the terns of the covenant, the

departnent shall levy a penalty agai nst that individual equal to

100% of all the tax benefits granted under section 1803-C with

respect to the historic honesite or historic farnsite to which

t he covenant appli ed.

(c) Abatenent of penalty.--The penalty provi ded by

subsection (b) or any portion thereof may be abated if the

failure to abide by the terns of the covenant is justified by

reason of change in enploynent, health or, to the extent

provided in regul ati on, unforeseen circunstances. The depart nent

and conmi ssion shall jointly pronul gate requl ati ons to i npl enent

this subsecti on.

Section 1805-C. Tax credits for historic commercial sites.

(a) Authorization.--The departnent nmay award the owner of a

hi storic commercial site a credit agai nst the tax i nposed by

Articles 111, IV, VI, VIl, IX and XI.

(b)Y Anpunt.--The anount of tax credit under subsection (a)

shall be 40% of the qualified rehabilitation expenditures nade

in connection with the certified rehabilitation of a historic

commercial site. If the person claining the credit cannot use

the entire anount of the credit for the taxable year in which

the historic commercial site is placed in service, then the

excess may be carried over to each succeedi ng taxabl e year for

up to 15 taxabl e years.

(c) Procedure.--

(1) A person seeking a tax credit under this section

must do all of the foll ow ng:

20060H2607B3922 - 11 -
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(i) Obtain docunentation fromthe comm ssi on that

the site is a certified rehabilitation.

(ii) Enter into the appropriate covenant in

accordance with the definition of "historic conmerci al

site" under section 1802-C.

(iii) Apply to the departnent for a tax credit under

this section.

(2) The departnent nmay reserve a tax credit under this

section in an anount based upon the anpbunt of estinated

qualified rehabilitati on expenditures stated in the

application, subject to the availability of total tax

credits, as foll ows:

(i) Not nore than $40, 000,000 in total tax credits

under this section nmay be awarded in a fiscal year.

(ii) |If the anpbunt of tax credits available in any

fiscal year exceeds the anpunt of tax credits reserved by

the department in such year, the excess shall carry over

to the next succeeding fiscal year and be available in

addition to the $40, 000, 000 avail able in that year.

(iii) Not nore than $40, 000,000 in tax credits shal

be awarded i n connection with a single application for a

tax credit under this section.

(iv) Not nore than 40% of the total doll ar anpunt of

tax credits allowed in any year shall be awarded for

sites located in any one political subdivision.

(3) In determ ning whether to reserve a tax credit under

this section, the departnent shall weigh the foll ow ng

factors:

(i) The extent to which such award will contri bute

to the revitalization of deteriorated conmerci a

20060H2607B3922 - 12 -
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districts in smaller comunities, agi ng suburbs and | arge

ur ban ar eas.

(ii) The historic, cultural or architectural

i nportance of the site proposed to be rehabilitated.

(iii) The extent to which such award sati sfies the

geoqr aphi c all ocati on strategy under section 1806-

ab)(4).

(iv) The extent to which such award extends the

benefits of this article to both small and | arge historic

commerci al sites.

(4) Wthin 30 days of recei pt of a conpleted

application, the departnent shall deny or grant the

application. Failure to act within this tine period shall be

deened a reservation of a tax credit. The tine period nmay be

ext ended by nutual aqgreenent of the departnent and the

(5) Denial of a tax credit is subject to appeal under 2

Pa.C.S. Ch. 7 Subch. A (relating to judicial revi ew of

Commpnweal th agency acti on).

(6) A person for whoma tax credit has been reserved nmay

claimthe tax credit for the taxable year in which the site

is placed in service. |If actual qualified rehabilitation

expendi tures exceed the anpunt of estinated expendi tures on

which the tax credit reserved i s based, the tax credit shal

be based on the anmpbunt of esti mated expenditures. |f

esti nat ed expendi tures exceed actual expenditures, the tax

credit shall be based on actual expenditures.

(7)) Tax credits under this section allowed to a

partnership, alimted liability conpany taxed as a

partnership or nulti ple owners of property shall be passed

20060H2607B3922 - 13 -



© 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

through to the persons desi gnated as partners, nenbers or

owners respectively pro rata or pursuant to an executed

agreenent anong such persons docunenting an alternate

distribution method, without regard to the sharing of other

tax or econonmic attri butes of such entity. If a person

entitled to tax credits has not clained the tax credits, the

person nay assign, transfer or convey the uncl ai ned tax

credits, in whole or in part, by sale or otherwi se, to one or

nore individuals or entities. The assi gnee or assi gnees nay

use the tax credits agai nst any taxes agai nst which the

assi gnor woul d have been entitled to use the tax credit and

may carry forward any unused tax credits over to each next

succeedi ng taxable year for up to 15 years commencing With

the taxable year in which the credit was all owed. Each

assi gnee nust perfect the transfer by notifying the

departnent and the Departnent of Revenue in witing within 30

cal endar days following the effective date of the transfer

and nust provide such infornmation as required by the

departnent and the Departnent of Revenue to adm ni ster and

carry out the provisions of this section.

(8) Neither tax credits authorized under this section

nor the proceeds of the sale, assignnment or transfer of the

tax credits shall constitute i ncone taxable under Article

(d) Penalty.--The Departnent of Revenue nmy i npose an

admi ni strative penalty on a person that breaches a covenant

under paragraph (3) of the definition of "historic conmmerci al

site" in section 1802-C. The penalty shall be equal to the

recapture percentage of the awarded tax credit. The recapture

percent age shall be cal cul ated under section 50(a)(1) of the

20060H2607B3922 - 14 -



I nternal Revenue Code of 1986 (Public Law 99-514, 26 U . S.C. §
50(a)(1)).

Section 1806-C. Adnministrative duties.

(a) Duties of comm ssion.--The comm ssi on shall have the

sites, historic honesites and historic farnsites under this

articl e:

(1) Enter into covenants in accordance with the

1
2
3
4
5 followi ng powers and duties relating to historic conmercial
6
7
8
9

definitions of "historic commercial site," "historic
10 honesite" and "historic farnsite" under section 1802-C.
11 (2) Notify the Departnent of Revenue of a breach of a
12 covenant under paragraph (1).
13 (3)  Make reconmendations to the departnent of potential
14 sites for rehabilitation.
15 (4) Cooperate with the departnent and the Departnent of
16 Revenue in the inplenentation of section 1805-C.
17 (5) Pronulgate regulations to deternm ne whether a | essee
18 i S an _owner
19 (b) Duties of departnent.--The departnent shall have the

20 followi ng powers and duties relating to historic connerci al

21 sites under this article:

22 (1) Award tax credits under section 1805-C, including
23 adoption of a geographic allocation strategy to insure

24 equitable distributions of tax credits throughout this

25 Conmonweal t h.

26 (2) Coordinate activities of the conm ssion and the

27 Departnment of Revenue in the inplenentation of section 1805-
28 C.

29 (3) Conpile and nmaintain a list of potential sites for
30 rehabilitation in cooperation with the conm ssion, political
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subdi vi sions, citizens groups and indivi dual s.

(4) Pronulgate requl ations to adm ni ster section 1805-C,

whi ch requl ati ons include all of the foll ow ng:

(i) A fee schedule for applications for tax credits

to defray the cost of processi ng applications.

(ii) Recapture and reallocation of tax credits

reserved but not cl ai ned.

Secti on 1807-C. Revi ew.

By Novenber 30, 2008, the conmi ssion, the departnent and the

Departnent of Revenue shall file with the Secretary of the

Senate and the Chief Cerk of the House of Representatives a

report of the program under this article for fiscal years July

1, 2006, through June 30, 2008.

Secti on 1808-C. Recor di ng.

Recei pt of any historic farnsite tax i ncentive under this

article shall be recorded by the recorder of deeds of the county

where a historic farnsite is | ocated.

Section 1809-C. Application.

This article shall apply to historic honesite or historic

farnsite covenants with the conmi ssion entered into after June

Section 1810-C. Severability.

The provisions of this article are severable. |If any

provision of this article or its application to any person or

circunstance is held invalid, the invalidity shall not affect

ot her provisions or applications of this article which can be

gi ven effect without the invalid provision or application.

Section 1811-C. Expirati on.

(a) GCeneral rule.--Except as set forth in section 1805-C(b),

this article shall expire June 30, 2014.

20060H2607B3922 - 16 -



1 (b)Y Exception.--Tax credits under section 1805-C(b) may be

2 carried over to taxable years ending before July 1, 2029.

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