PRINTER S NOo. 2144

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1653 %5

I NTRODUCED BY MUSTI O, ADOLPH, BARRAR, BOYD, CRElI GHTON
DENLI NGER, DePASQUALE, J. EVANS, FREEMAN, GEI ST, G NGRI CH
GODSHALL, HERSHEY, KILLION, KOTlK, MOYER, MYERS, PETRARCA,
PYLE, RAPP, READSHAW REED, REI CHLEY, ROSS, SAYLOR, THOVAS,
VULAKOVI CH, WATSON, YOUNGBLOOD, SCHRCDER, JAMES AND BASTI AN,
JUNE 28, 2007

REFERRED TO COW TTEE ON FI NANCE, JUNE 28, 2007

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 penal ti es,” authorizing the Nei ghborhood Energy Assistance
11 Tax Credit.
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 XI X-B
18 NEI GHBORHOOD ENERGY ASSI STANCE TAX CREDI T

19 Section 1901-B. Scope.

20 This article authorizes the Nei ghborhood Enerqgy Assi stance
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Tax Credit.

Secti on 1902- B. 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:

"Business firm" Any business entity authorized to do

busi ness in this Commonweal th and subject to taxes inposed by

Article Ill, IV, VI, VII| or VIII. This termincludes an el ectric

generation or distribution conpany or natural gas supplier or

di stri bution conpany as defined in 66 Pa.C.S. 8 2803 (rel ati ng

to definitions).

"Commi ssion." The Pennsyl vania Public Utility Conm ssi on.

"Conpr ehensi ve enerqy services plan." A strategy devel oped

jointly by a nei ghborhood energy organi zati on and a sponsori ng

busi ness firmfor the provision of enerqgy assi stance servi ces

wi thin an urban nei ghbor hood, suburban community or rural

" Conpr ehensi ve enerqy services project." Any activity

conducted jointly by a nei ghborhood or community-based

organi zati on and a sponsori ng business firmthat inplenents a

conpr ehensi ve enerqy servi ce pl an.

"Ener gy assi stance services." Any type of counseling and

advice or the provision of direct services to reduce the energy

usage and costs to individuals or groups throughout a

geoqr aphi cal area, which counseling, advice or services are in

addition to those services or prograns required by Federal or

State statute or requl ation or by an ordi nance or requl ati on of

a local government. This termincludes, but is not linmted to,

the followi ng activities: enerqy conservati on educati on; hone

weat heri zati on services that include the provi si on of nmeasures
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that affect either heating or cooling costs or both in an

i ndi vi dual residence or within a building owned or operated by a

nonprofit organi zati on providing a community service; and

admi ni stration of the Low I ncome Bill Paynent Assi stance

Program An individual residence includes either a prem ses

owned and occupi ed by an individual or a preni ses rented by an

i ndi vi dual .

"Nei ghbor hood enerqy assi stance." Financi al assi stance,

| abor, material and technical advice to aid in the physical

i mprovenent of any part or all of an individual residence that

will result in the nore efficient use of energy and a reduction

in the energy costs within the individual residence.

"Nei ghbor hood enerqy organi zation." A private, nonprofit

organi zati on that provi des energy assi stance services to

residents in an urban nei ghbor hood, suburban conmmunity or rural

community and that has obtained a ruling fromthe | nternal

Revenue Service that the organi zation i s exenpt from i ncone

t axati on under the provisions of the Internal Revenue Code of

1986 (Public Law 99-514, 26 U.S.C. 8 1 et seq.) and approved by

the Departnment of Community and Econoni c Devel opnent. This term

i ncl udes the sustai nable energy funds established under the

restructuring plans required under 66 Pa.C.S. Ch. 28 (relating

to restructuring of electric utility industry) and pursuant to

Pennsyl vania Public Utility Conm ssion Docket Nos. R-00973981,

R- 00974008, R-00974009, R-00973953 and_R-00973954.

"Qualified investnent." Any investnent nmade by a busi ness

firmthat pronotes the efficient use of energy and a reducti on

in enerqy costs pursuant to a plan that has been devel oped in

cooperation with and approved by a nei ghbor hood or conmunity-

based energy organi zati on operati ng pursuant to a plan for the
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admi ni stration of tax credits approved by the Departnent of

Communi ty and Econoni ¢ Devel opnent and the Pennsyl vani a Public

Utility Conmi ssi on.

"Qualified tax liability." The liability for taxes inposed

under Article 111, IV, VI, VII|l or VIII. The term does not

i nclude any tax wi thheld by an enpl oyer from an enpl oyee under

Article |11.

"Secretary." The Secretary of Community and Econoni c

Devel opnent of the Commonweal t h.

Section 1903-B. Tax credit.

(a) GCeneral rule.--A business firmthat engages in or

contri butes to a nei ghborhood enerqgy organi zati on that engages

in the activities of providi ng nei ghborhood energy assi stance to

| ow-i ncone and noderate-incone individuals or to nonprofit

organi zati ons in an urban nei ghbor hood, suburban conmunity or

rural community shall receive a tax credit as provided in

section 1904-B if the secretary and the comm ssi on annual |l y

approve the proposal of the business firmor private conpany.

The proposal shall set forth the programto be conducted, the

ur ban nei ghbor hood, suburban conmunity or rural community

sel ected, the estinmated anount to be invested in the program and

the plan for inplenenting the program

(b) Requl ations.--The secretary, in cooperation with the

commi ssion, shall pronulgate rules and requl ati ons for the

approval or di sapproval of such proposals by business firns or

pri vate conpani es and provide a listing of all applications

recei ved and their disposition in each fiscal year to the

CGCeneral Assenbly by October 1 of the followi ng fiscal year.

Section 1904-B. Gant of tax credit.

(a) Authorization.--The Departnent of Revenue shall grant a
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tax credit agai nst any tax due under Article 111, IV, VI, VI| or

VIIl. The total anpbunt of tax credit granted for prograns

approved under this article shall not exceed $20, 000, 000 of tax

credit in any fiscal year, subject to the foll ow ng:

(1) A business firmthat incurs a Pennsylvania qualified

nei ghbor hood energy assi stance expense in a taxable year nay

apply for a nei ghborhood energy assi stance tax credit as

provided in this article. By Septenber 15, a business firm

must subnit an application to the Departnent of Revenue for

Pennsyl vani a nei ghbor hood ener gy assi stance expenses i ncurred

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

(2) A business firmthat is qualified under section

1903-B and i ncurs an expense that supports a program of

ener gy educati on, counseling or advice or that does not show

a direct energy savings or cost reduction shall receive a

nei ghbor hood energy assi stance tax credit for the taxable

vear in the anpunt of 50% of the excess of the business

firms total Pennsyl vania qualified nei ghbor hood energy

assi stance expense for the taxabl e year.

(3) A business firmthat is qualified under section

1903-B and i ncurs an expense that supports a program

providing direct enerqy services that include the

installati on of actual energy efficiency neasures, including

sol ar water heating and sol ar photovol taic systens, that

denonstrate a direct energy savings or cost reduction, or

that adm ni ster |low incone bill paynent assi stance prograns

shall receive a nei ghbor hood assi stance tax credit for the

taxabl e year in the anpbunt of 70% of the excess of the

busi ness firms total Pennsyl vania qualified nei ghborhood or

communi t y- based enerqy assi stance expense for the taxable
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year.

(b) Notification of approved tax credits.--By Decenber 15 of

the cal endar year followi ng the close of the taxable year during

whi ch the Pennsyl vani a qual i fi ed nei ghbor hood ener gy assi st ance

expense was i ncurred, the Departnent of Revenue shall notify the

busi ness firmof the anount of the business firm s nei ghbor hood

energy assi stance tax credit approved by the Departnent of

Revenue.
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(c) Carryover, carryback, refund and assi gnnent of credit.--

10 (1) If the business firmcannot use the entire anount of
11 the tax credit for the taxable year in which the tax credit
12 is first approved, then the excess may be carried over to

13 succeedi ng taxabl e years and used as a credit against the

14 qualified tax liability of the business firmfor those

15 taxable years. Each tine that the tax credit is carried over
16 to a succeeding taxable year, it shall be reduced by the

17 amount that was used as a credit during the imediately

18 preceding taxable year. The tax credit provided by this

19 article may be carried over and applied to succeeding taxable
20 years for no nore than 15 taxable years following the first
21 taxable year for which the business firmwas entitled to

22 claimthe credit.

23 (2) Atax credit approved by the Departnent of Revenue
24 for a nei ghborhood energy assistance tax credit expense in a
25 cal endar year first shall be applied against the business

26 firms qualified tax liability for the current taxable year
27 as of the date on which the credit was approved before the
28 tax credit is applied against any tax liability under section
29 1903-B.

30 (3) A business firmmay not carry back or obtain a
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refund of an unused tax credit.

(4) Tax credits under this article shall be provided on

a first-cone-first-served basis until all annual avail abl e

credits have been all ocat ed.

(d) Pass-through entity.--

(1) |If a pass-through entity has any unused tax credit

under section 1903-B, the entity may elect, in witing,

according to the Departnent of Revenue's procedures, to

transfer all or a portion of the credit to sharehol ders,

menbers or partners in proportion to the shares of the

entity's distributive incone to which the sharehol der, nenber

or partner is entitl ed.

(2) The tax credit provided under section 1903-B is in

addition to any tax credit to which a sharehol der, nenber or

partner of a pass-through entity is otherwi se entitled under

this article. However, a pass-through entity and a

shar ehol der, nenber or partner of a pass-through entity nmay

not claima credit under this article or the sane qualified

(3) A sharehol der, nenber or partner of a pass-through

entity to whomcredit is transferred under section 1903-B

must immediately claimthe credit in the taxable year in

which the transfer is made. The shar ehol der, nenber or

partner nay not carry forward, carry back, obtain a refund or

sell or assign the credit.

Secti on 1905- B. Report .

The Departnment of Revenue shall annually nmake a report to the

Envi ronnental Resources and Energy Commttee of the Senate and

Envi ronnental Resources and Energy Conm ttee of the House of

Representatives on the activities undertaken pursuant to this
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article, including, but not limted to:

(1) The nunber and anount of tax credits provided.

(2) The nunber and description of the nei ghborhood or

communi t y- based enerqgy organi zati ons receiving the tax

credits.

(3) The type of prograns receiving support and the

anount of investnent on which the tax credits were provi ded

Secti on 1906- B. Regul ati ons.

The Departnment of Revenue, the Departnent of Conmunity and

Econom ¢ Devel opnent and the conm ssion shall pronul gate

requl ati ons necessary for the i npl enentati on and adm ni strati on

of this article.

Secti on 1907- B. Decision in witing.

The deci sion of the secretary to approve or di sapprove a

proposal pursuant to section 1903-B shall be in witing and, if

it approves the proposal, it shall state the maxi num credit

all owabl e to the business firm A copy of the decision of the

secretary shall be transnmtted to the Governor and to the

Secretary of Revenue.

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