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OFFICE OF THE BUDGET

FISCAL NOTE

February 24, 2017

| BillNo: | SB 203 Printe’sNo: | PN280 | Sponsor: Hutchinson

COST / (SAVINGS)

Fund (s) 2016-17 2017-18

General Fund See “Fiscal Impact” S2.5M

SUMMARY: SB 203 amends the Tax Reform Code of 1971 to allow for Section 179 property
deductions of up to $500,000.

ANALYSIS: This legislation would allow for Section 179 Property to be a deductible expense
under current Internal Revenue Code levels of $500,000. Currently, in Pennsylvania, Section
179 Property is limited to deductions of up to $25,000.

This legislation would take effect immediately and would apply to tax years beginning after
December 31, 2017.
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FISCAL IMPACT: The estimated impact to the General Fund would be $16.5 million in 2018,
$13.2 million in 2019, $9.3 million in 2020 and further decreasing thereafter.

SB 203 P.N. 280 - Effect of Increasing Section 179 Deductions to $500K
Effective January 1, 2018
(Smillions)

Total Impact
2016-17 2017-18 2018-19 2019-20 2020-21 2021-22
Section 179 Property - $500,000 - (25) (16.5) (13.2) (9.3) (6.2)

Motes:

1/ This hill proposes to increase the monetary cap on the amount of property that businesses can claim as deductible
expenses, The Tax Reform Code references Section 179 of the Internal Revenue Code, which restricts the amount that
businesses can claim as deductible expenses regarding the costof property. The current cap on those deductible expensesin
PAis §25,000; this bill proposes increasing the monetary cap to $500,000.

2/ Estimateuses PAK-1 data and federal 1065 and 11205 K-1 data. The PAand federal data were matched, where possible, to
determine the amount of increase per return, then grown based on the expected growth in non-withheld PIT income. The total
impactis reduced by the amount of depreciation (expenses in excess of $25,000) thatwould be recovered in subsequent tax
years under current law. Itis assumed that the 25,000 carry forward limitwill be increased.

3/ Estimatemay be overstated to the extent that a Section 179 deduction cannotcreate a negative amount for any of the el ght
PITincome classes, and thus the entire amount of the deduction may not be realized.
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