HOUSE AMENDED

PRTOR PRINTER'S NOS. 497, 690, 942 prINTER'S No. 1067

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 478 ™%i°

INTRODUCED BY VOGEL, J. WARD, STREET, GORDNER, SCHWANK, FOLMER,
YAW, KILLION, LANGERHOLC, K. WARD, BROOKS, REGAN, BAKER,
STEFANO, BLAKE AND AUMENT, MARCH 26, 2019

AS RE-REPORTED FROM COMMITTEE ON APPROPRIATIONS, HOUSE OF
REPRESENTATIVES, AS AMENDED, JUNE 25, 2019
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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, " providing for beginning farmer tax credit.

The General Assembly of the Commonwealth of Pennsylvania
hereby enacts as follows:

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

ARTICLE XVITT-H

TAX CREDITS RELATING TO BEGINNING FARMERS

Section 1801-H. Scope of article.

This article relates to the tax credits to owners of

agricultural assets amad WHO SELL OR RENT AGRICULTURAL ASSETS to




1 beginning farmers.

2 Section 1802-H. Definitions.

3 The following words and phrases when used in this article

4 shall have the meanings given to them in this section unless the

5 context clearly indicates otherwise:

6 "Agricultural assets." Agricultural land, livestock,

7 facilities, buildings and machinerv used for farming.
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18 tH—Fs—aresidentof this Commonweatths <--
19 2 —tHr—Fs—seekingentry;—or has—entered—within—thetast-<--
20 To—~vears;—into—farmings
21 H—2r—TFntends—teo—engage—in—farmingon—tand—situate—in— <--
22 thiscommonweatth~
23 43 —Fsnot—and—whose Spouse—i+s hnot—a famitymember— <--
24
25 agricutturat—assets—fromwhom—the individuat—seeks—+to—
26 prehase—or—rent—agricutturat—assets—
27 {5 —t4)—Meets—thefoltowing—etligibitity—reguirements—as— <--
28 getermined—by—thedepartment,—FIN-—CONSULFTATTON—"WITHTHE— <--
29 BEPARTMENT—OCF—ACRICOHTURE+
30 +ir—Hes—a—ret—worth—+thatdees—not—exceed—5$860,000—
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1 "AGRICULTURAL PRODUCTION." AS DEFINED IN SECTION 3 OF THE <--

2 ACT OF JUNE 30, 1981 (P.1..128, NO.43), KNOWN AS THE AGRICULTURAL

3 AREA SECURITY LAW.

4 "BEGINNING FARMER." A PERSON WHO:

5 (1) HAS DEMONSTRATED EXPERIENCE IN THE AGRICULTURE

6 INDUSTRY OR RELATED FIELD OR HAS TRANSEFERABLE SKILLS AS

7 DETERMINED BY THE DEPARTMENT.

8 (2) HAS NOT RECETIVED FEDERAL GROSS INCOME FROM

9 AGRICULTURAL PRODUCTION FOR MORE THAN THE 10 MOST RECENT

10 TAXABLE YFARS.

11 (3) INTENDS TO ENGAGE IN AGRICULTURAL PRODUCTION WITHIN
12 THE BORDERS OF THIS COMMONWEALTH AND TO PROVIDE THE MAJORITY
13 OF THE LABOR AND MANAGEMENT INVOLVED IN THAT AGRICULTURAL
14 PRODUCTION.
15 (4) HAS OBTATINED WRITTEN CERTTIFICATION FROM THE
16 DEPARTMENT CONFIRMING BEGINNING FARMER STATUS.
17 (5) IS NOT, AND WHOSE SPOUSE IS NOT, A PARTNER, MEMBER,
18 SHAREHOLDER OR TRUSTEE OF THE OWNER OF AGRICULTURAL ASSETS
19 FROM WHOM THE PERSON SEEKS TO PURCHASE OR RENT AGRICULTURAL
20 ASSETS.
21 "Department." The Department of Community and Economic

22 Development of the Commonwealth.

23 n o ' b ' <--

24

25

26

27 "Farm." Real property on which farming occurs.

28 " . 1] 3 <__

29

30
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Hwresteock;—fruitsand vegetabtess

"Farming." The active use, management and operation of real

and personal property for £heproduetion—of afarmproductAN— <--

AGRFCHHTORAT—COMMOBTTY AGRICULTURAL PRODUCTION. <--

"lease." A written agreement between parties for the lease

of real propertyv on which farming occurs.

"Owner of agricultural assets." An individual, trust or

pass—through entity that is the owner in fee of agricultural

land or has legal title to any other agricultural asset. The

term does not include an equipment dealer, livestock dealer or

comparable entity that is engaged in the business of selling

agricultural assets for profit and that is not engaged in

farming as its primarv business activity.

"Tax credit." A tax credit established by this article.

Section 1803-H. Beginning farmer management tax credit.

(a) General rule.—-—-An owner of agricultural assets may take

a credit against the tax due under Article III for the sale or

rental of agricultural assets to a beginning farmer in the

amount approved by the department. An owner of agricultural

assets is eligible for allocation of a tax credit eqgqual to:

(1) five percent of the lesser of the sale price or the

fair market value of the agricultural asset, up to a maximum

of $32,000; or

(2) ten percent of the gross rental income in each of

the first, second and third vyears of a rental agreement, up

to a maximum of $7,000 per year.

] 1 . ] ¥’ ] 1 i . c <--

(B) APPLICATION.-- <--

(1) THE TAX CREDIT MAY BE CLAIMED ONLY AFTER approval

and certification by the department and is limited to the
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amount stated on the certificate issued under section 3864—H-—<--

(2) AN OWNER OF AGRICULTURAL ASSETS MUST APPLY TO THE

DEPARTMENT for approval of a tax credit, in a form and manner

prescribed by the department. THE APPLICATION SHALL: <--

(I) IDENTIFY THE BEGINNING FARMER WHO HAS BEEN

CERTIFIED BY THE DEPARTMENT UNDER PARAGRAPH (3) AND TO

WHOM THE AGRICULTURAL ASSETS ARE SOLD OR RENTED; AND

(IT) SPECIFY WHETHER THE BEGINNING FARMER IS A

BROTHER, SISTER, ANCESTOR OR LINEAT, DESCENDANT OF THE

APPT.TCANT.

(3) A PERSON MAY APPLY TO THE DEPARTMENT FOR

CERTIFTICATION THAT THE PERSON IS A BEGINNING FARMER FOR

PURPOSES OF THIS ARTICILE. THE APPLICATION SHALL BE IN A FORM

AND MANNER PRESCRIBED BY THE DEPARTMENT AND SHATLL REQUIRE

THAT THE APPLICANT PROVIDE:

(I) PROJECTED EARNINGS STATEMENTS TO DEMONSTRATE THE

PROFIT POTENTIAL FOR THE FARMING CONDUCTED BY THE

APPT.TCANT.

(IT) VERIFICATION THAT THE FARMING CONDUCTED BY THE

APPLICANT WILL BE A SIGNIFICANT SOURCE OF INCOME FOR THE

APPLICANT.

(ITT) VERIFICATION THAT THE APPLICANT WILL, TF

CERTIFTED AS A BEGINNING FARMER BY THE DEPARTMENT, NOTIEY

THE DEPARTMENT TF THE FARMER NO LONGER MEETS THE

CERTTIFTICATION AND ELTIGIBILITY REQUIREMENTS WITHIN THE

THREE-YEAR CERTIFTCATION PERTOD, IN WHICH CASE

ELTIGIBILITY FOR TAX CREDITS ENDS.

(IV) VERTIFTICATION THAT THE APPLTICANT IS NOT ENGAGED
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IN FARMING BY MEANS OF A JOINT BUSINESS VENTURE.

(V) VERTIFICATION AND DOCUMENTATION AS NECESSARY TO

MEET OTHER ELTGIBILITY REQUIREMENTS AS MAY BE ESTABLISHED

BY THE DEPARTMENT.

(c) Termination of rental agreement.-—--

(1) An owner of agricultural assets or beginning farmer

may terminate a rental agreement for reasonable cause upon

approval of the department.

(2) If a rental agreement is terminated without the

fault of the owner of agricultural assets, the tax credits

shall not be retroactively disallowed.

(3) In determining reasonable cause, the department

shall consider which party was at fault in the termination of

the agreement.

(4) If the department determines the owner of

agricultural assets did not have reasonable cause, the owner

of agricultural assets must repay all tax credits received as

a result of the rental agreement to the Seerergryr—eofRevente— <--

COMMONWEALTH. The repavment is additional income tax for the <--

taxable vear in which the department makes its decision—er— <--

whiehever—its—1atesr.

(d) Duration of tax credit.—--The credit is limited to the

liability for tax as computed under Article TIIT for the taxable

vear. The tax credit may not be earriedeoveror—assigreds SOLD, <--

PASSED THROUGH, CARRIED FORWARD OR REFUNDED. NO CREDITS GRANTED

UNDER THIS SECTION SHALL BE APPLIED AGAINST ANY TAX WITHHELD BY

AN EMPIOYER FROM AN EMPLOYEE UNDER ARTICLE TTT.

Section 1804-H. Approval of tax credit.

(a) General rule.--The tax credit may be claimed only after
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approval and certification by the department. The department

shall review the application of a tax credit in consultation

with the Department of Agriculture.

(b) Tax clearance.—-—-Before an application is approved, the

Department of Revenue must find that the applicant has filed all

required State tax reports and returns for all applicable

taxable vears and paid any balance of State tax due as

determined at settlement or assessment or as otherwise

determined by the Department of Revenue.

Section 1805-H. Departmental duties.

(a) Duties.—--The department shall:

(1) Share information with the Secretarv of Revenue to

the extent necessary to administer provisions under this

article and Article TIITI.

(2) Annually notify the Secretary of Revenue of approval

and certification or recertification of beginning farmers and

owners of agricultural assets under this section. For tax

credits under section 1803-H, the notification must include

the amount of tax credit approved by the department and

stated on the tax credit certificate.

(b) Validity of certification.—--The certification of a

beginning farmer or an owner of agricultural assets under this

seetiornr ARTICLE is valid for the vear of the certification and <--

the two following vears, after which time the beginning farmer

or owner of agricultural assets must apply to the department for

recertification.
(¢) TLimitation on amount.--
(1) For tax credits for owners of agricultural assets

allowed under section 1803-H, the department may allocate no

more than $5,000,000 for the taxable vear beginning after
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December 31, 2019, and may allocate no more than $6,000,000

for the taxable vears beginning after December 31, 2020.

(2) The department shall allocate tax credits on a

first-come, first-served basis beginning on Januaryv 1 of each

yvear, except that recertifications for the second and third

vears of tax credits under section 1803-H(a) (1) and (2) have

first priority. Anv amount authorized but not allocated in

any taxable vear does not cancel and is added to the

allocation for the next taxable vear.

Section 1806-H. Report.

(a) Duty to report.—--No later than February 1, 2025, the

department, in consultation with the Secretary of Revenue, shall

provide a report to the General Assembly on the tax credits

issued in tax vears beginning after December 31, 2019.

(b) Contents of report.--

(1) The report must include background information on

beginning farmers and any other information the department

finds relevant to evaluating the effect of the tax credits on

increasing opportunities for and the number of beginning

farmers.

(2) For tax credits issued under section 1803-H(a), the

report shall include:

(i) The number and amount of tax credits issued

under each paragraph.

(i) The geographic distribution of tax credits

issued under each paragraph.

(iid) The type of agricultural assets for which tax

credits were issued under section 1803-H(a) (1).

(iv) The number and geographic distribution of

beginning farmers whose purchase or rental of assets
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1 resulted in tax credits for the seller or owner of the

2 asset.

3 (v) The number and amount of tax credits disallowed
4 under section 1803-H(d).

5 (vi) Data on the number of beginning farmers by

6 geographic region in the tax years covered in the report.
7 (vii) The number and amount of tax credit

8 applications that exceeded the allocation available in

9 each year.
10 3H—Feor—tax—ecredits—isstved—under—seetion—+864—H,—the—
11 report—shatt—inetuder
12 i r—Fhe—number—and—amount—of—tax—credits—issveds
13 i —The—¢geographic—distribution—of+tax—eredits—
14 i r—Adeseription—of—the—approval—procedure—for—
15 financial-managementprogramsrnot—on—the1ist maintained—
16 by—the—department—as—provided—in—sectionr—864—HA{a)—~

17 Section 1807-H. Expiration.

18 This article shall expire for taxable vears beginning after

19 December 31, 2029.

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