PRI OR PRI NTER S NO. 2279 PRINTER S NO. 2418

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1848 5

I NTRODUCED BY BOYES AND TRELLO, SEPTEMBER 27, 1999

AS REPORTED FROM COWM TTEE ON FI NANCE, HOUSE OF REPRESENTATI VES,
AS AVENDED, OCTOBER 6, 1999
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AN ACT

PROVI DI NG FOR A TAX CREDI T TO EMPLOYERS WHO HI RE CERTAI N <—
I NDI VI DUALS; AND MAKI NG A REPEAL.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Short title.

This act shall be known and may be cited as the Enpl oynent
I ncentive Paynent Tax Credit Act.

Section 2. Definitions.

The foll ow ng words and phrases when used in this act shall
have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Eligible individual." Any of the follow ng:

(1) A person who AT ANY TIME, within the 12 nonths <—
preceding the date of hire, received general assistance.

(2) A person who AT ANY TIME, within the 12 nonths <—
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preceding the date of hire, received tenporary assistance to

needy famli es.

(3) A PERSON WHO

(1) HAS A PHYSI CAL OR MENTAL DI SABILITY WH CH, FOR
SUCH | NDI VI DUAL, CONSTI TUTES OR RESULTS I N A SUBSTANTI AL
HANDI CAP TO EMPLOYMENT; AND

(I'') 1S REFERRED TO THE EMPLOYER UPON COVPLETI ON OF

OR VWH LE RECEI VI NG REHABI LI TATI VE SERVI CES PURSUANT TO AN

| NDI VI DUALI ZED WRI TTEN REHABI LI TATI ON PLAN UNDER A STATE

PLAN FOR VOCATI ONAL REHABI LI TATI ON SERVI CES APPROVED

UNDER THE REHABI LI TATI ON ACT OF 1973 (PUBLIC LAW 93-112,

29 U.S.C. 8 701 ET SEQ), OR A PROGRAM OF VOCATI ONAL

REHABI LI TATI ON CARRI ED OQUT UNDER Tl TLE | OF THE VETERANS

REHABI LI TATI ON AND EDUCATI ON AMENDMENTS OF 1980 (PUBLIC

LAW 96- 466, 94 STAT. 2171).

"Enpl oynent incentive paynent." The enpl oynent incentive
paynment credit provided by this act.

"Pass-through entity.” Any of the follow ng:

(1) A partnership, limted partnership, limted
liability conpany, business trust or other unincorporated
entity that for Federal income tax purposes is taxable as a
part ner shi p.

(2) A Pennsylvania S corporation.

"Qualified first-year wages." The qualified wages
attributable to service rendered by an eligible individual
during the one-year period beginning with the day the eligible
i ndi vi dual begins work for the enployer.

"Qualified second-year wages." The qualified wages
attributable to service rendered by an eligible individual

during the one-year period beginning one year after the eligible
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i ndi vi dual begins work for the enployer.

"Qualified tax liability.” The liability for taxes inposed
under Article I, IV, VII, VIII, I X or XV of the act of Mrch
4, 1971 (P.L.6, No.2), known as the Tax Reform Code of 1971. The
termincludes the liability for taxes inposed under Article II
of the Tax Reform Code of 1971 on the owner or owners of a pass-
through entity. The term does not include anounts w thheld or
required to be withheld from enpl oyees under Article Ill of the
Tax Reform Code of 1971.

"Qualified third-year wages." The qualified wages
attributable to service rendered by an eligible individual
during the one-year period beginning two years after the

eligible individual begins work for the enployer.

" R _n . . <

"QUALI FI ED WAGES. " WAGES AS THAT TERM IS DEFI NED | N SECTION  <—
51A(B) (5) OF THE | NTERNAL REVENUE CODE OF 1986 (PUBLIC LAW 99-
514, 26 U.S.C. § 51A(B)(5)).

"Taxpayer." A person or entity subject to tax under Article
[, 1v, vil, Vill, I X or XV of the act of March 4, 1971 (P.L.6,
No. 2), known as the Tax Reform Code of 1971. This term i ncl udes
a pass-through entity.

Section 3. Enploynent incentive paynents.

(a) Authorization.--A taxpayer who enpl oys a qualified
i ndi vidual shall be entitled to enploynent incentive paynents as
provi ded by this act.

(b) Exception.--No enploynment incentive paynent shall be
provi ded for:

(1) The enploynment of a person who displaces any ot her
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i ndi vi dual from enpl oynent, except persons discharged for
cause as certified by the Departnent of Labor and Industry.
(2) The enploynment of a person closely related, as
defi ned by paragraphs (1) through (8) of section 152(a) of

the Internal Revenue Code of 1986 (Public Law 99-514, 26
USC 81et. seq.), to the taxpayer, or, if the taxpayer is
a corporation, to an individual who ows, directly or
indirectly, nmore than 50% of the outstandi ng stock of the

t axpayer .

(3) Wages paid to an individual during the tine period
for which the enployer received federally funded or State
funded job training paynents for that i ndividual.

(c) Amount.--The enploynment incentive paynent shall be
cal cul ated ON AN ANNUAL BASI S as provided in paragraphs (1) and
(2):

(1) The enploynment incentive paynent shall be the sum of
30% of the first $6,-600 $9, 000 of qualified first-year wages,
20% of the first $6,000 $9, 000 of qualified second-year wages
and 10% of the first $6,000 $9,000 of qualified third-year

wages.

(2) A TAXPAYER ELI G BLE TO RECEI VE A CREDI T UNDER
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PARACGRAPH (1) SHALL BE ELI G BLE TO RECEI VE AN ADDI TI ONAL

EMPLOYMENT | NCENTI VE PAYMENT AS PROVI DED I N TH S PARAGRAPH

| F:

(1) THE TAXPAYER PROVI DES OR PAYS FOR DAY- CARE
SERVI CES FOR THE CHI LDREN OF AN ELI G BLE | NDI VI DUAL; OR
(1') THE TAXPAYER PROVI DES OR PAYS FOR
TRANSPORTATI ON SERVI CES THAT ENABLE AN ELI G BLE
I NDI VI DUAL TO TRAVEL TO AND FROM WORK.

THE ADDI TI ONAL EMPLOYMENT | NCENTI VE PAYMENTS UNDER THI S

PARAGRAPH SHALL BE THE EXPENSES | NCURRED BY THE TAXPAYER FOR

SERVI CES LI STED I N SUBPARAGRAPHS (1) AND (I11), BUT I N NO CASE

SHALL THE ADDI TI ONAL EMPLOYMENT | NCENTI VE PAYMENT FOR EACH

ELI G BLE | NDI VI DUAL EXCEED $800 DURI NG THE FI RST YEAR OF

EMPLOYMENT, $600 DURI NG THE SECOND YEAR OF EMPLOYMENT OR $400

DURI NG THE THI RD YEAR OF EMPLOYMENT.

(d) Credit.--The enploynment incentive paynent shall be
utilized as a credit against a qualified tax liability that—the <—
taxpayer—must—pay—as—an—enploeyer TO VH CH THE TAXPAYER | S <—
SUBJECT. The enpl oynent incentive paynment applicable to a pass-
through entity shall be allocated in the sane manner as incone
is allocated.

(e) M ninmum enploynment period; prorated credit.--

(1) Except in cases where an eligible individual
voluntarily | eaves the enploynment of the taxpayer, becones

di sabled or is term nated for cause, no taxpayer shall be

entitled to receive an enploynment incentive paynent if the

eligible individual is enployed by the taxpayer for |ess than
one year.
(2) If the eligible individual |eaves the enploynent of

t he taxpayer voluntarily, becones disabled or is term nated
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for cause in less than one year, the enploynent incentive

paynent shall be reduced by the proportion of the year not

wor ked.

(f) Limtation.--The total enploynent incentive paynent
credit shall not exceed 90% of the total taxes paid by the
enpl oyer agai nst which the enploynent incentive paynents may be
clained as a credit.

(g) Carryover.--Enploynment incentive paynents unused as a
tax credit in a taxable year may be carried over against a
qualified tax liability in the three TEN i medi atel y subsequent <—
t axabl e years.

(h) Conputation of taxable incone.--For the purposes of
conputing a tax liability against which the enploynent incentive
paynents nay be applied, deductions fromtaxable incone shall be
reduced by the enploynent incentive paynents.

Section 4. Administration and regul ati ons.

The Departnent of Revenue, in cooperation with the Departnment
of Public Welfare and the Departnent of Labor and Industry,
shall adm nister the provisions of this act, promulgate
appropriate rules, regulations and forns for that purpose and
make such determ nations as may be required. Determ nations nade
with respect to the enpl oynent incentive paynment provided in
this section may be reviewed and appeal ed in the manner provided
by law for other corporate or personal tax credits.

Section 5. Limtation on credits.

The total amount of enploynent incentive paynents authorized
by this section shall not exceed $25, 000,000 in any fiscal year.
To insure that credits are not clainmed in excess of this amount,
a taxpayer may claimthe incentive paynents only upon

presentation of an authorizing certificate. Certificates will be
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i ssued to the taxpayer by the Departnment of Labor and I ndustry
upon presentation to the Departnent of Labor and Industry of

evi dence of a qualifying offer of enploynent. If necessary to
avoi d certificate issuances in excess of the nmaxi mum aut hori zed
anount for any fiscal year, the Departnent of Revenue shal

advi se the Departnment of Labor and Industry of the total nunber
of certificates which may be issued in each cal endar quarter
Section 6. Tine limtations and report.

Enpl oynent incentive paynents shall not be available for
enpl oyees hired after Decenber 31, 2004, unless reenacted by the
General Assenbly. Not later than July 1, 2004, the DBepartrent <—
SECRETARY of Public Welfare shall report to the General Assenbly <—
on the effectiveness of incentive paynents to encourage the
enpl oynment of general assistance and tenporary assistance to
needy fam lies recipients and recomrend whet her the program
shoul d be continued. Credits may be clai med agai nst taxes
payabl e for tax years begi nning January 1, 2000, and thereafter,
and may be cl ai med for enployees hired after Decenber 31, 1999.
Section 7. Repeal.

Section 491 of the act of June 13, 1967 (P.L.31, No.21),
known as the Public Welfare Code, is repealed insofar as it is
inconsistent with this act.

Section 8. Effective date.

This act shall take effect inmediately.
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