SENATE AMENDED

PRIOR PRINTER'S NOS. 1775, 4007 pRINTER'S NO. 4124

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1437 %

INTRODUCED BY M. K. KELLER, GALLOWAY, CAUSER, EVERETT, GREINER,
HERSHEY, JONES, JOZWIAK, KLUNK, MILLARD, PASHINSKI, PICKETT,
PUSKARIC, PYLE, ROTHMAN, SCHMITT, SNYDER, STRUZZI, TOOHIL,
7ZIMMERMAN, OWLETT, GLEIM, CALTAGIRONE AND HARKINS,

MAY 8, 2019

AS AMENDED ON SECOND CONSIDERATION, IN SENATE, JULY 13, 2020
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AN ACT

Amending the act of March 4, 1971 (P.L.6, No.2), entitled "An
act relating to tax reform and State taxation by codifying
and enumerating certain subjects of taxation and imposing
taxes thereon; providing procedures for the payment,
collection, administration and enforcement thereof; providing
for tax credits in certain cases; conferring powers and
imposing duties upon the Department of Revenue, certain
employers, fiduciaries, individuals, persons, corporations
and other entities; prescribing crimes, offenses and
penalties,”" IN CITY REVITALIZATION AND IMPROVEMENT ZONES, <--
FURTHER PROVIDING FOR REPORTS AND FOR RESTRICTIONS; AND, in
rural Jjobs and investment tax credit, further providing for

definitions, for rural growth funds, fer—reguirements;—Feor— <--
rorat—growth—fura—faitore—to—compty—for—reporting—
obigations,—for busimess—firms, for tax credit certificates,
for Clalmlng the tax Credlt for tJL\Jh_Lb_Lt_L\JJ.lO, AND for <=--
revocation of tax credit certlflcates ard—for—exit. <--

The General Assembly of the Commonwealth of Pennsylvania

hereby enacts as follows:
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SECHFFON—1822—Gc—O0FFTHEACTOF MARCH 45—+ 071+ P-F6—No-2 ) KNOWN—
AS—FHE—FAX—REFORM—COPE—OF—107+1—FS—AMENDED—TFO—READ+

SECTION 1. SECTION 1809-C(A) AND (B) OF THE ACT OF MARCH 4, <--
1971 (P.L.6, NO.2), KNOWN AS THE TAX REFORM CODE OF 1971, ARE
AMENDED AND SUBSECTION (C) IS AMENDED BY ADDING A PARAGRAPH TO
READ:
SECTION 1809-C. REPORTS.

(A) STATE ZONE REPORT.--NO LATER THAN JUNE 15 FOLLOWING THE

BASELINE YEAR AND EACH YEAR THEREAFTER, OR BY AUGUST 31 FOR

REPORTS DUE IN 2020, EACH QUALIFIED BUSINESS SHALL FILE A REPORT

WITH THE DEPARTMENT IN A FORM OR MANNER REQUIRED BY THE
DEPARTMENT WHICH INCLUDES ALL OF THE FOLLOWING:

(1) AMOUNT OF EACH ELIGIBLE TAX WHICH WAS PAID TO THE
COMMONWEALTH BY THE QUALIFIED BUSINESS IN THE PRIOR CALENDAR
YEAR.

(2) AMOUNT OF EACH ELIGIBLE TAX REFUND RECEIVED FROM THE
COMMONWEALTH IN THE PRIOR CALENDAR YEAR BY THE QUALIFIED
BUSINESS.

(B) LOCAL ZONE REPORT.--NO LATER THAN JUNE 15 FOLLOWING THE

BASELINE YEAR AND FOR EACH YEAR THEREAFTER, OR BY AUGUST 31 FOR

REPORTS DUE IN 2020, EACH QUALIFIED BUSINESS SHALL FILE A REPORT

WITH THE LOCAL TAXING AUTHORITY WHICH INCLUDES ALL OF THE
FOLLOWING:
(1) AMOUNT OF EACH ELIGIBLE TAX WHICH WAS PAID TO THE
LOCAL TAXING AUTHORITY BY THE QUALIFIED BUSINESS IN THE PRIOR
CALENDAR YEAR.

(2) AMOUNT OF EACH ELIGIBLE TAX REFUND RECEIVED FROM THE
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LOCAL TAXING AUTHORITY IN THE PRIOR CALENDAR YEAR BY THE
QUALIFIED BUSINESS.
(C) PENALTIES.--

* Kk K%

(5) NO PENALTY SHALL BE IMPOSED BY THE DEPARTMENT OR THE

LOCAL TAXING AUTHORITY FOR FAILURE TO FILE A TIMELY AND

COMPLETE REPORT UNDER SUBSECTION (A) OR (B) IN 2019 OR 2020.

SECTION 2. SECTION 1813-C(B) AND (C) (1) OF THE ACT ARE
AMENDED AND SUBSECTION (A) IS AMENDED BY ADDING A PARAGRAPH TO
READ:

SECTION 1813-C. RESTRICTIONS.

(A) UTILIZATION.--MONEY TRANSFERRED UNDER SECTION 1812-C MAY

ONLY BE UTILIZED FOR THE FOLLOWING:

* Kk %

(1.2) PAYMENT OF GRANTS AND LOANS TO QUALIFYING

BUSINESSES, POLITICAL SUBDIVISIONS AND MUNICIPAL AUTHORITIES

OPERATING WITHIN THE ZONE FOR BUSINESS OPERATING EXPENSES,

WORKING CAPTTATL, BUSINESS LOAN PAYMENTS TO EFINANCIAL

INSTITUTIONS, PAYROLL TO CURRENT EMPLOYEES AS A MEANS OF

RETATNING EMPIOYEES, ESTABLTSHMENT OF T.OAN GUARANTEE ACCOUNTS

WITH FINANCIAL INSTITUTIONS TO GUARANTEE SHORT-TERM LOAN

PROVIDED BY THE FINANCIAL INSTITUTIONS TO QUALTFYTING

BUSINESSES NEGATIVELY IMPACTED BY THE PROCLAMATION OF

DISASTER EMERGENCY ISSUED BY THE GOVERNOR ON MARCH 6, 2020,

PUBLISHED AT 50 PA.B. 1644 (MARCH 21, 2020), AND ANY RENEWAL

OF THE STATE OF DISASTER EMERGENCY. THTIS PARAGRAPH SHALL

EXPIRE JUNE 30, 2021.

* Kk %

(B) PROHIBITION.--

(1) MONEY TRANSFERRED UNDER SECTION 1812-C MAY NOT BE
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UTILIZED FOR MAINTENANCE OR REPAIR OF A FACILITY.

(2) PARAGRAPH (1) SHALL NOT APPLY FOR THE PERIOD OF

APRIL 1, 2020, THROUGH JUNE 30, 2021.

(C) EXCESS MONEY.--

(1) EXCEPT AS SET FORTH IN PARAGRAPH (4), IF THE AMOUNT
OF MONEY TRANSFERRED TO THE FUND UNDER SECTIONS 1811-C(C) AND
1812-C IN ANY ONE CALENDAR YEAR EXCEEDS THE MONEY UTILIZED,

BUDGETED OR APPROPRIATED BY OFFICIAL RESOLUTION OF THE

CONTRACTING AUTHORITY UNDER THIS SECTION IN THAT CALENDAR

YEAR, THE CONTRACTING AUTHORITY SHALL SUBMIT BY APRIL 15
FOLLOWING THE END OF THE CALENDAR YEAR [THE EXCESS MONEY],

ANY MONEY NOT UTILIZED, BUDGETED OR APPROPRTIATED BY OFFICIAL

RESOLUTION OF THE CONTRACTING AUTHORITY TO THE STATE

TREASURER FOR DEPOSIT INTO THE GENERAL FUND.

*x kx  %

SECTION 3. THE DEFINITION OF "QUALIFIED TAX LIABILITY" IN

SECTION 1822-G OF THE ACT IS AMENDED TO READ:

Section 1822-G. Definitions.

The following words and phrases when used in this part shall

have the meanings given to them in this section unless the

context clearly indicates otherwise:

" 3 3 . " 3 3 <__

" 1]
.

H—Are—ereatedby—therurat—Pusiness—
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28 "Qualified tax liability." The liability for taxes imposed
29 under Article VII, VIII, IX or XV, the tax under Article XVI of

30 the act of May 17, 1921 (P.L.682, No.284), known as The
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1 1Insurance Company Law of 1921, or amounts imposed under section
2 212 of the act of May 17, 1921 (P.L.789, No.285), known as The

3 Insurance Department Act of 1921 and any other retaliatory tax

4 imposed on a business firm in this Commonwealth.

5 *x Kx  %

6 " 3 = " 3 - 3 <__
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9 SECTION 2 4. SECTION 1824-G(D) (2) AND (F) OF THE ACT ARE <--
10 AMENDED TO READ:

11 Section 1824-G. Rural growth funds.

12 x x

13 b r—Information— A apprication—toguatifyas—a rurat— <--
14 growth—furd—shali—iretugde—att—of—the—folleowings

15 k%

16 2 r—Peeumernts—and——other—evidenrce—sufficient—+o—prove—te—
17 the—satisfaction—of—the—departmenrt—that—the—appticant—meets—
18 att—of—the—following—criterias
19 H—The—appticantoranaffitiateof—the appticant—
20 s—tieensed—as—araratbusiness—investment—company—under—
21 the——CtonsotidatedFarmand Rurat—PevelopmentRAct—{(Publtic—
22 a8+ 28—F5—Stat—S30+—or—as—a—smett—busiress—
23 investment—company under—the—Smatl Business—Investment—
24 Aet—of 1958 Pubtic—Ftaw 8569972 Stat—685%5)—~
25 Hi—Fvidence—that—as—of +thedate—+the—appitication—35—
26 submitted,—the—appticant—oraffiliates—ofthe appticant—
27 have—invested—at—teast—S$166500665,000—3rronpubtie—
28 compatrtes—tocated—inrurat—areas—of this Commonweatth—or—
29 other—states—
30 {3 r—At Jeastone—principat—in—a—rurat—pbusiness—
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10 (d) Notice of approval or disapproval.--
11 x % %
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reported—in—paragraph—<tr—~

(2) A NOTICE OF APPROVAL SHALL SPECIFY THE AMOUNT OF THE <=--
APPLICANT'S INVESTMENT AUTHORITY AS DETERMINED BY THE
DEPARTMENT AFTER REVIEWING THE INFORMATION SUBMITTED IN
ACCORDANCE WITH SUBSECTION (B) AND THE AMOUNT OF CREDIT-
ELIGIBLE CONTRIBUTION AUTHORITY ALLOCATED TO EACH BUSINESS
FIRM THAT SUBMITTED AN AFFIDAVIT IN THE APPLICATION. AT LEAST

60% OF A GROWTH FUND'S INVESTMENT AUTHORITY SHALL BE

COMPRISED OF CREDIT-EFLIGIBLE CAPTITAL CONTRIBUTIONS.

20190HB1437PN4124 - 11 -
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(F) LIMITATION.--THE DEPARTMENT MAY NOT APPROVE MORE THAN

[$100,000,000] $50,000,000 IN INVESTMENT AUTHORITY UNDER THIS

PART.

SECTION 2<% 5. SECTIONS +828—6+tcr+ 1829-G(B) (3), 1830-G AND <~--
1833-G(A) OF THE ACT, AMENDED JUNE 28, 2019 (P.L.50, NO.13), ARE
AMENDED TO READ:

Seetton—3828—G6—PBusiness—fFirms— <--

Section 1829-G. Tax credit certificates.

*x K* *

(b) Review, recommendation and approval.--

(3) In awarding tax credit certificates under this part,
the department:
(1) Beginning with fiscal year +263++26348+—26345—2620-<--
[2019-2020] 2020-2021, may not award tax credit <--

certificates that would result in the utilization of more

than +$30666560606+532,06665666 $6,000,000 in tax credits <--
in any fiscal year, except for tax credits carried
forward.

(ii) May not award more than +$46866-6661+— <--

+$30,000, 000+—=665-066+666 in tax credit certificates, in <--

20190HB1437PN4124 - 12 -
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the aggregate, under this part.
Section 1830-G. Claiming the tax credit.
(a) Presentation.--Beginning July 1, +26+++26359 [2019] <--
2020, upon presenting a tax credit certificate to the Department
of Revenue, a business firm may claim a tax credit of up to
12551+-—26% 20% of the amount awarded under section 1829-G for <--
each of the taxable years that includes the third, fourth, fifth

fanels , sixth amd—sewventh AND SEVENTH anniversaries of the <--

closing date, exclusive of any tax credit amounts carried over
under section 1831-G(b).

(b) Allowance.--The Department of Revenue shall allow a tax
credit against any tax due under Article VII, VIII, IX or XV,
the tax under Article XVI of the act of May 17, 1921 (P.L.682,
No.284), known as The Insurance Company Law of 1921, amounts
imposed under section 212 of the act of May 17, 1921 (P.L.789,
No.285), known as The Insurance Department Act of 1921, any

retaliatory taxes imposed by this Commonwealth or any tax

substituted in lieu of one of the taxes under this subsection.
E . 1930 o W . <--

N

o : : b femdle feieiod : :
. o e T s .

Section 1833-G. Revocation of tax credit certificates.
(a) Revocation.--The department shall revoke a tax credit
certificate awarded under section 1829-G if any of the following

occur with respect to a rural growth fund before the rurad— <--

20190HB1437PN4124 - 13 -



1 grewth RURAL GROWTH fund exits the program under section 1834-G: <--

2 (1) The rural growth fund in which the credit-eligible

3 capital contribution was made does not invest all of its

4 investment authority in rural growth investments in this

5 Commonwealth within ft&wet—three THREE years of the closing <--
6 date with at least 25% of its investment authority initially

7 invested in rural businesses engaged in manufacturing.

8 (2) The rural growth fund, after satisfying the

9 conditions of paragraph (1), fails to maintain rural growth

10 investments equal to 100% of its investment authority until

11 the tsixtht——seventh SEVENTH anniversary of the closing date. <--
12 For the purposes of this paragraph, teat—a—ruret—growth A <--
13 RURAL GROWTH investment is "maintained" even if the xrurai— <--
14 groweh RURAL GROWTH investment is sold or repaid so long as <--
15 the rural growth fund reinvests an amount equal to the

16 capital returned or recovered by the rurad—erewth RURAL <--
17 GROWTH fund from the original ruraet—erewth RURAL GROWTH <--
18 investment, exclusive of any profits realized, in other rural

19 growth investments in this Commonwealth within 12 months of
20 the receipt of the capital. Amounts received periodically by
21 a rural growth fund shall be treated as continually invested
22 in rural growth investments if the amounts are reinvested in
23 one or more rural growth investments by the end of the
24 following calendar year. A rural growth fund is not required
25 to reinvest capital returned from rural growth investments
26 after the tfifEht——sixth SIXTH anniversary of the closing <--
277 date, and the rural growth investments shall be considered
28 held continuously by the rural growth fund through the
29 +sixtht——severth SEVENTH anniversary of the closing date. <--
30 (3) The rural growth fund, before exiting the program in

20190HB1437PN4124 - 14 -
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accordance with section 1834-G, makes a distribution or
payment that results in the rural growth fund having less
than 100% of its investment authority invested in rural
growth investments in this Commonwealth or available for
investment in rural growth investments and held in cash and
other marketable securities.

+H4—Fhe—rurat—growth fund—investsmore—than 205 of Tts5— <--
investment—atthority +n—the same—rural businessy inctuding—
Wﬁeﬁml ; ; ; ; 0

(4) THE RURAL GROWTH FUND INVESTS MORE THAN 20% OF ITS <--

INVESTMENT AUTHORITY, EXCLUSIVE OF RECETIPTS OR REDEEMED RURAL

GROWTH INVESTMENTS, TIN THE SAME RURATL BUSTINESS, INCLUDING

AMOUNTS TNVESTED TN AFFTITTATES OF THE RURATL BUSTINESS.

(5) The rural growth fund makes a rural growth
investment in a rural business that directly or indirectly
through an affiliate owns, has the right to acquire an
ownership interest, makes a loan to or makes an investment in
the rural growth fund, an affiliate of the rural growth fund
or an investor in the rural growth fund. This paragraph does
not apply to investments in publicly traded securities by a
rural business or an owner or affiliate of a rural business.
For purposes of this paragraph, a rural growth fund shall not
be considered an affiliate of a rural business solely as a

result of its rural growth investment. IThe—amount—by—which—a— <--

ot —and—t2+~ [THE AMOUNT BY WHICH A RURAL GROWTH <--

INVESTMENT IN A RURAL BUSINESS, EXCLUSIVE OF RECEIPTS OR

20190HB1437PN4124 - 15 -



1 REDEEMED RURAL GROWTH INVESTMENTS, EXCEEDS 20% OF A RURAL
2 GROWTH FUND'S INVESTMENT AUTHORITY MAY NOT COUNT TOWARD THE

3 SATISFACTION OF THE REQUIREMENTS OF SUBSECTIONS (A) (1) AND
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Seetionr—3—Fhis—act—shatt—takeeffect—in—60—days— <--
SECTION 6. THE AMENDMENT OF SECTION 1813-C(B) AND (C) (1) OF <--
THE ACT SHALL APPLY RETROACTIVELY TO JANUARY 1, 2019.

SECTION 7. THIS ACT SHALL TAKE EFFECT AS FOLLOWS:

(1) THE AMENDMENT OF SECTIONS 1822-G, 1824-G(D) (2) AND
(F), 1829-G(B) (3), 1830-G AND 1833-G(0O) OF THE ACT SHALL TAKE
EFFECT IN 60 DAYS.

(2) THE REMAINDER OF THIS ACT SHALL TAKE EFFECT

IMMEDIATELY.
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