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AN ACT

Amendi ng the act of March 4, 1971 (P.L.6, No.2), entitled "An

act relating to tax reformand State taxation by codifying
and enunerating certain subjects of taxation and inposing

t axes thereon; providing procedures for the paynent,

col l ection, adm nistration and enforcenent thereof; providing
for tax credits in certain cases; conferring powers and

i mposi ng duties upon the Departnent of Revenue, certain

enpl oyers, fiduciaries, individuals, persons, corporations
and other entities; prescribing crinmes, offenses and

penal ties,” providing for a vocational rehabilitation jobs
tax credit program

The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:

Section 1. The act of March 4, 1971 (P.L.6, No.2), known as

t he Tax Reform Code of 1971, is anended by adding an article to

r ead:

ARTICLE XVIII-A

VOCATI ONAL REHABI LI TATI ON JOBS TAX CREDI T




Section 1801-A. Short Title.--This article shall be known

and nay be cited as the Vocational Rehabilitati on Jobs Tax

Credit Law.

Secti on 1802- A. Definitions.--The foll owi ng words, terns and

phrases, when used in this article, shall have the nmeani ngs

ascribed to themin this section, except where the context

clearly indicates a different neaning:

"Desi gnat ed agency." The agency designated jointly by the

Secretary of Revenue and the Secretary of Labor and | ndustry for

the Commonwealth to perform vocati onal rehabilitation

certifications of enployes for enpl oyers.

"Full-tinme." A work commtnent of not | ess than one thousand

seven hundred fifty hours of work on an annual basi s and not

| ess than an average of thirty-five hours per week.

"I nternal Revenue Code." The Federal |nternal Revenue Code

of 1986 (Public Law 99-514, 26 U S.C. § 1 et seq.).

"Part-tine." A work commtnent which is not full tine but

which is not | ess than one thousand hours of work on an annual

basis and not | ess than an average of twenty hours of work per

"Qualified tax liability." The liability for taxes inposed

under Articles Ill, IV and VI of this act. The term shall not

i ncl ude any taxes withheld fromthe conpensati on of an enpl oye

pursuant to section 316 of this act.

"Qualified wages." The wages paid to or incurred by the

enpl oyer during the taxable year to i ndividuals who are

certified as vocational rehabilitation referrals under section

1805- A over the base amounts for full-time and part-tine

enpl oyes.

"Vocational rehabilitation referral." The certification of
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1 an individual by the designated agency as:

2 (1) having a physical or nental disability which, for_ such
3 individual, constitutes or results in a substantial handicap to
4 enpl oynent; and

5 (2) having been referred to the enployer upon conpletion_ of
6 or while receiving rehabilitation services pursuant to:

7 (i) an_ individualized witten rehabilitation plan under a

8 Commonwealth plan for vocational rehabilitation services

9 approved under the Rehabilitation Act of 1973 (Public Law 93-
10 112, 29 U.S.C. 8 701 et seq.); or

11 (ii) a programof vocational rehabilitation carried out

12 wunder 38 U.S.C. Ch. 31 (relating to training and rehabilitation
13 for _veterans with service-connected disabilities).

14 "Wages." The term has the neaning given to wages by section
15 3306(b) of the Internal Revenue Code of 1986 (Public Law 99-514,
16 26 U S.C 81 et seq.) to be determned without regard to any
17 dollar limtation contained in this article.

18 Section 1803-A. _ Vocational Rehabilitation Jobs Tax Credit. --
19 (a) Any taxpayer subject to Articles Ill, IV or VI of this act
20 shall be eligible for and may claima vocational rehabilitation
21 jobs tax credit against a qualified tax liability, as provided
22 by this article.
23 (b) For purposes of this section, the anount of the credit
24 determi ned under this section for a taxable year shall be equal
25 to the follow ng:
26 (1) Forty per cent of the qualified first-year wages for
27 such year.
28 (2) Twenty per cent of the qualified second-year wages for
29 such year.
30 (3) Twenty per cent of the qualified third-year wages for
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Secti on 1804- A. Det erm nati on of Anpunt of \Wages.--(a) The

anount of the qualified first, second, third or fourth-year

wages, which nay be taken into account with respect to any

i ndi vidual, shall be the anbunt of wages whi ch exceed the base

anount wage of ei ght thousand seven hundred fifty dollars

($8, 750) for a full-tinme enpl oye and five thousand dol |l ars

($5,000) for a part-tine enpl oye.

(b)Y The base anpbunt wages will be adjusted on an annual

basis by the Secretary of Revenue to account for any increase or

decrease in the consuner price index for urban consuners (CPI-U)

in the previ ous cal endar year.

Secti on 1805-A. Vocational Rehabilitation Certification.--

(a) (1) Except as provided in paragraph (2), an individual

shall not be treated as an eligi ble enpl oye for the vocati onal

rehabilitation job tax credit unless, on or before the day on

whi ch that individual begins work for the enpl oyer, that

enpl oyer has requested in witing a certification fromthe

desi gnat ed agency that such individual is a vocati onal

rehabilitation referral.

(2) |If on or before the fifth day on whi ch an i ndi vi dual

begi ns work for the enpl oyer, that individual has received from

a desi gnat ed agency, or another agency or organi zati on

desi gnated pursuant to a witten agreenent with that desi gnated

agency, a witten prelimnary determ nati on that such indi vi dual

is a vocational rehabilitation referral.

(b)Y |If an individual has been certified as a vocati onal

rehabilitation referral, and that certification i s incorrect
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because it was based on fal se informati on provi ded by that

i ndi vidual, then the certification shall be revoked and al

wages paid by the enpl oyer after the date on whi ch notice of

revocation is recei ved by that enpl oyer shall not be treated as

qual i fi ed wages.

Secti on 1806- A. Ineligible Individuals.--(a) Wages paid to

any of the following individuals shall not qualify for the

credit under section 1803-A:

(1) An individual who bears any of the rel ati onshi ps

descri bed i n paragraphs (1) through (8) of section 152(a) of the

I nternal Revenue Code to the taxpavyer.

(2) |If the taxpayer is a corporation, to an individual who

owns, directly or indirectly, nore than fifty per cent in val ue

of the outstandi ng stock of the corporation.

(3) If the taxpayer is an entity other than a corporation,

to any individual who owns, directly or indirectly, nore than

fifty per cent of the capital and profits in the entity as

determi ned under section 267 of the |Internal Revenue Code.

(4) |If the taxpayer is an estate or trust, an individual who

is a grantor, beneficiary or fiduciary of the estate or trust,

or is an individual who bears any of the rel ati onshi ps descri bed

i n paraqgraphs (1) through (8) of section 152(a) of the | nternal

Revenue Code to a grantor, beneficiary or fiduciary of the

estate or trust.

(5) |If the individual is a dependent described in section

152(a)(9) of the Internal Revenue Code of the taxpayer or, if

the taxpayer is a corporation, an individual described in

subpar agraph (1), or, if the taxpayer is an estate or trust, of

a grantor, beneficiary, or fiduciary of the estate or trust.

(b) No wages shall be taken into account under section 1803-
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A with respect to any individual if, prior to the hiring date of

t hat individual, such individual had been enpl oyed by the

enpl oyer at any tine during which that individual was a

vocational rehabilitation referral.

(c) No wages shall be taken into account under section 1803-

A with respect to any individual unless such individual is

enpl oyed by the enpl oyer at | east one hundred ei ghty days or has

conpl eted at | east five hundred forty hours of service perforned

for the enpl oyer.

Secti on 1807-A. Limtati on on Qualifying Wages. --In the case

of a group of trades or busi nesses under common control as

defined in section 267 of the Internal Revenue Code, the

deterni nati on anount of credit under this article with respect

to wages paid by different enployers within the group shall be

made in the sane manner as if such wages were paid by a single

enpl oyer. An annual period will be considered to begin with the

day the enploye first began work for the first enployer in the

group under comon control and the anpbunt of annual wages paid

or incurred with respect to the enpl oye by successor-enpl oyers

within the group nust be reduced by the anmbunt of any such wages

paid or incurred by the transferor-enployer in the group.

Section 1808-A. Adnministration.--The Departnent of Revenue,

in cooperation with the Departnent of Labor and | ndustry, shal

adm ni ster the provisions of this article, pronul gate

appropriate rules, requlations and forns for that purpose and

make such determ nati ons as may be required. Determ nati ons nade

with respect to the tax credit provided in this article may be

revi ewed and appealed in the manner provided by | aw for other

corporate or personal tax credits.

Secti on 1809- A. Limtati ons on Aggregate Anount of Credit. --

19970H0585B0650 - 6 -



© o0 N oo o A~ wWw N P

N RN NN RN NN N NN R B R B R R R R R e
© 0O N O U~ W N B O © 0 N o o M W N B O

30

The total anmpunt of credits awarded pursuant to this article

shall not exceed ten mllion dollars ($10,000,000) in any fiscal

year.

Section 1810-A. Anount of Credit; Carryover and Carryback of

Credit; Refund of Credit.--(a) The anpbunt of the credit

provided by this article that a taxpayer uses during a taxable

vear may not exceed fifty per cent of the qualified tax

liability for the taxable year. If the credit provided by this

article exceeds fifty per cent of the qualified tax liability

for the taxable year for which the credit is first clained, the

excess may be carried over to succeedi ng taxable years and used

as a credit against the qualified tax liability otherw se due

and payabl e by the taxpayer during those taxable years:; provided

that the total anpunt of credit used in any tax year nay not

exceed fifty per cent of the qualified tax liability for that

taxabl e year. Each tine that the credit is carried over to a

succeedi ng taxable year, it is to be reduced by the anount which

was used as a credit during the i medi ately precedi ng taxabl e

vear. The credit provided by this article may be carried forward

and applied to succeedi ng taxable years for not nore than three

(3) taxable years follow ng the unused credit vyear.

(b) A credit earned by a taxpayer in a particul ar taxable

vear shall be applied agai nst the taxpayer's tax liability for

t hat taxabl e year before any credit carryover is appli ed agai nst

that liability under subsection (a).

(c) A taxpayer is not entitled to any carryback or refund of

any unused credit.

Section 1811-A. Tine Limtations.--Notw thstandi ng the other

provisions of this article, a taxpayer shall not be entitled to

a credit for qualified wages paid after Decenber 31, 2002.
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Secti on 1812-A. Reports Required.--Wthin four (4) nonths

after the close of any fiscal year during which tax credits are

awar ded pursuant to this article, the Secretary of Labor and

I ndustry shall furnish to the Labor and | ndustry Conm ttee and

Committee and the Finance Conmttee of the House of

Representatives a report detailing the credits awarded pursuant

to this article. Such report shall include the nane of any

1
2
3
4
5 the Finance Conmittee of the Senate and the Labor Relations
6
7
8
9

enpl oyer awarded the credit, the prinary business | ocation, the

10 amount of credit awarded and the nunmber of individuals enpl oyed

11 for whomthe credit was awarded. The report shall al so provide

12 the aqggregate nunber of enpl oyers awarded credit during the nobst

13 recent fiscal year, the aggregate nunber of individuals enpl oyed

14 for whomthe credit was awarded and the aggregate nunber of

15 <credits awarded. The report should al so i ncl ude any

16 recommendati ons for changes in the cal cul ati on or adm ni strati on

17 of the credit.

18 Section 1813-A. Applicability.--This credit shall apply to

19 all taxable years beqgi nning after Decenber 31, 1996.

20 Section 2. This act shall take effect imediately.
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