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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2056 *%5”

| NTRODUCED BY REI CHLEY, PETRI, RAMALEY, BEAR, BEYER, CLYMER
DALLY, GCEIST, G NG&RI CH, GODSHALL, HARHART, HESS, LEACH
MELI O M LNE, MOYER, MJRT, MJSTIO MYERS, D. O BRI EN, PAYNE,
PI CKETT, PYLE, QUI NN, READSHAW RGOSS, SAYLOR, SCHRODER
SI PTROTH, SWANGER, J. TAYLOR, THOVAS, WALKO, WATSOQON,
YOUNGBLOOD AND YUDI CHAK, NOVEMBER 21, 2007

REFERRED TO COW TTEE ON FI NANCE, NOVEMBER 21, 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 ties,” providing for a biotechnol ogy services tax
11 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 XVII-F
18 Bl OTECHNOLOGY SERVI CES TAX CREDI T

19 Section 1701-F. Scope of article.

20 This article relates to bi otechnol ogy services tax credits.
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Section 1702-F. 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:

"Bi ot echnol ogy services." The use or utilization of

bi ol ogi cal systens, living organi sns or derivatives thereof in a

t echnol ogi cal application to nake or nodi fy products or

processes for specific use.

"Departnent."” The Departnent of Revenue of the Commonweal th.

"Pass-through entity." Any of the foll ow ng:

(1) A partnership, linmted partnership, limted

liability conpany, business trust or other uni ncorpor ated

entity that for Federal incone tax purposes is taxable as a

part nership.

(2) A Pennsylvania S corporation.

"Qualified biotechnol ogy servi ces expense." Costs or

expenses incurred by an entity in the bi ot echnol ogy servi ces

i ndustry to relocate in this Commonwealth or to establish a

presence in this Commonweal th.

"Qualified tax liability." The liability for taxes inposed

under Article Ill, IV or VI. The termshall include the

liability for taxes i nposed under Article IlIl on an owner of a

pass-t hrough entity.

"Secretary." The Secretary of Revenue of the Commobnweal th.

"Tax credit." The bi otechnol ogy services tax credit

aut hori zed under this article.

"Taxpayer." An entity subject to tax under Article IIIl, IV

or VI which is eligible for a tax credit under this article. The

termshall include the sharehol der, owner or nenber of a pass-

through entity that receives a tax credit.
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Section 1703-F. Credit for biotechnol ogy services.

(a) Application.--A taxpayer who incurs a qualified

bi ot echnol ogy servi ces expense in a taxable year may claima tax

credit as provided in this article. By Septenber 15, a taxpayer

must subnit an application to the departnent for biotechnol ogy

services incurred in the taxable year that ended in the prior

cal endar year.

(b)Y Anmpbunt.--A taxpayer that is qualified under subsection

(a) shall receive a tax credit for the taxable year in the

anmount of 30% of the qualified biotechnol ogy servi ces expense.

(c) Notification.--By Decenber 15 of the cal endar year

followi ng the close of the taxable year during which the

qual i fi ed bi ot echnol ogy servi ces expense was i ncurred, the

departnent shall notify the taxpayer of the anount of the

taxpayer's tax credit approved by the departnent.

Section 1704-F. Carryover, carryback, refund and assi gnnent of

credit.

(a) GCeneral rule.--1f the taxpayer cannot use the entire

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

credit is first approved, then the excess may be carried over to

succeedi ng taxable years and used as a credit agai nst the

qualified tax liability of the taxpayer for those taxabl e years.

Each tine that the tax credit is carried over to a succeedi ng

taxable year, it is to be reduced by the anpunt that was used as

a credit during the i nmedi ately precedi ng taxable year. The tax

credit may be carried over and applied to succeedi ng taxabl e

vears for no nore than 15 taxable years following the first

t axabl e year for which the taxpayer was entitled to claimthe

credit.

(b)Y Application.--A tax credit approved by the departnent
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for a qualified biotechnol ogy servi ces expense in taxabl e year

first shall be applied agai nst the taxpayer's qualified tax

liability for the current taxable year as of the date on which

the credit was approved before the tax credit is appli ed agai nst

any tax liability under subsection (a).

(c) Unused credit.--A taxpayer nay not assign, carry back or

obtain a refund of an unused tax credit.

Section 1705-F. Tine limtations.

A taxpayer is not entitled to a tax credit for qualified

bi ot echnol ogy servi ces expenses incurred in taxable years endi ng

after Decenber 31, 2011. The departnent shall not approve a tax

credit under this article for taxable years endi ng after

Decenber 31, 2011

Secti on 1706-F. Limtation on credits.

(a) Total credit linmtation.--The total anpunt of tax

credits approved by the departnent shall not exceed $40, 000, 000

in any fiscal year.

(b)Y Proration.--1f the total anpunt of tax credits applied

for by all taxpayers exceeds the anpunt all ocated for those

credits, the tax credit to be recei ved by each appli cant shal

be prorated by the departnent anong all applicants who have

qualified for the credit.

Section 1707-F. Sharehol der, owner or nenber pass-through.

(a) Pennsylvania S corporation.--1f a Pennsylvania S

corporati on does not have an eligible tax liability agai nst

which the tax credit may be applied, a sharehol der of the

Pennsyl vania S corporation is entitled to a tax credit equal to

the tax credit determ ned for the Pennsyl vania S corporation for

the taxable year nultiplied by the percentage of the

Pennsyl vania S corporation's distributive i ncone to which the
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sharehol der is entitl ed.

(b) Non-Pennsylvania S corporation.--1f a pass-through

entity other than a Pennsyl vania S corporati on does not have an

eligible tax liability against which the tax credit nay be

applied, an owner or nenber of that pass-through entity is

entitled to a tax credit equal to the tax credit determ ned for

t he pass-through entity for the taxable year multiplied by the

percent age of the pass-through entity's distributive i ncone to

whi ch the owner or nenber is entitl ed.

(c) Additional credit.--The credit provided under subsection

(a) or (b) is in addition to any tax credit to which a

shar ehol der, owner or nenber of a pass-through entity is

otherwi se entitled under this article. A pass-through entity and

a sharehol der, owner or nenber of a pass-through entity nay not

claima credit under this article for the sane qualified

bi ot echnol ogy servi ces expense.

Section 1708-F. Report .

The secretary shall annually report to the General Assenbly

i ndi cating the effecti veness of the credit provided by this

article no later than March 15 following the year in which the

credits were approved. The report shall include the nanes of al

t axpayers utilizing the credit as of the date of the report and

the anpunt of credits approved and utilized by each taxpayer.

Not wi t hst andi ng any | aw providing for the confidentiality of tax

records, the informati on contained in the report shall be public

i nformati on. The report nay al so i ncl ude reconmendati ons for

changes in the calculation or adm nistration of the credit.

Section 1709-F. Regul ati ons.

The secretary shall pronul gate requl ati ons necessary for the

i mpl enentation and adnministration of this article.
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1 Section 2. This act shall take effect imediately.
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