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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
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AN ACT
Providing for a job creation econom c expansi on program

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 "Job Creation
Econom ¢ Expansion Act.”

Section 2. Policy.

(a) It is hereby the declared public policy of the General
Assenbly of the Comonweal th of Pennsylvania that a nmaxi mum
Statewi de effort be directed toward the creation of jobs and the
expansi on of business investnent in the private sector.

(b) To encourage this economc growh, the General Assenbly
by this act intends to provide a stinulus to business and
industry in the formof rebates related directly to the hiring
and rehiring of enployees to fill either new or recreated

positions and tax credits related to the anount of new capital
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investnent in the Commonweal t h.
Section 3. Definitions.

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

"Average yearly enploynent."” The nunber of enpl oyees
determ ned by dividing the total nunber of enpl oyees reported to
t he Bureau of Labor and Industry on formUC 2 for each cal endar
quarter, by four.

"Base year." The cal endar year 1980.

"Base year index." The anpunt of unenpl oynment conpensation
contributions an enpl oyer made for cal endar year 1980.

"Business.” An individual proprietorship, partnership or
cor porati on.

"Departnent."” The Departnent of Revenue.

"Enpl oyer." An individual proprietorship, partnership or
corporation enploying one or nore persons for a salary, wage,
conm ssion or other conpensation and subject to the act of
Decenber 5, 1936 (2nd Sp. Sess., P.L.2897, No.1l), known as the
"Unenpl oynment Conpensation Law. "

"Individual ." A natural person who operates a business
either as a sole proprietor or as a partner in a partnership and
is subject to tax under Article Ill of the act of March 4, 1971
(P.L.6, No.2), known as the "Tax Reform Code of 1971."

"Secretary."” The Secretary of Revenue.

Section 4. Rebate for the creation of jobs.

There shall be allowed as an incentive for the creation of
jobs, a rebate to all enployers, of their unenpl oynent
conpensati on contribution in excess of the cal cul ated base year

i ndex made to the Pennsyl vani a Unenpl oynment Conpensati on Fund
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because of their establishing or increasing enploynent in the
Commonweal th. The rebate shall be allowed and cal cul ated as
fol | ows:
(1) Calculation of the base year index shall be nade by
each enpl oyer seeking to claima job rebate under this act.
(2) For calendar year 1981 and any year thereafter in
which a rebate is allowed pursuant to paragraphs (3) and (4),
an enpl oyer shall be eligible for a rebate under this act if:
(1) such enployer's yearly average enpl oynent for
the current year exceeds by at |least five, the average
yearly enpl oynent for the base year; and
(i1i) such enployer's contributions to the
unenpl oynment conpensation fund for the current year
exceeds the base year i ndex.
The rebate for any cal endar year shall be the anpunt by which
the current year's contribution exceeds the enployer's
cal cul at ed base year index. Such rebates shall be payable from
t he CGeneral Fund.

(3) If the jobs so created were:

(i) Established in conjunction with capital
investnment in a new business facility or an expanded
business facility such enpl oyer shall be entitled to a
rebate, as long as qualified, with respect to the nunber
of enpl oyees in excess of the base year average, for five
consecutive cal endar years. In the event an enpl oyer,
initially qualifies hereunder but for any reason fails to
qualify in any of the succeeding years of eligibility,
such nonqualification shall termnate the right to any
future rebate.

(i1i) Established without concurrent capital
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investment in any new or expanded business facility then

such enpl oyer shall be entitled to a rebate for two

consecutive cal endar years. In the event such enpl oyer,

for any reason, does not qualify in the second year, such

nonqual i fication shall termnate the right to any future

r ebat e.

(4) (i) Eligibility for initial clains for rebates under

this act shall termnate with clains for cal endar year

1985.

(i1i) Any enployer who has nmade an initial claim

wi thin the above period shall be entitled the full nunber

of years of eligibility set out in paragraph (3) and

shall be entitled use of the carry over provision of

par agr aph (6).

(5) In order to mnimze the adm nistrative costs in
affecting these rebates, the anount or allowable portion
t hereof shall be returned to the enployer in conjunction with
t he personal or corporate incone tax return of such enpl oyer
due next after the end of the cal endar year of rebate
eligibility by reducing the anbunt of additional paynent
required or by increasing the anount of refund otherw se due:
Provi ded, however, That any such rebate is not and shall not
be construed as affecting the tax liability of any taxpayer.
The Departnent of Revenue is hereby authorized to pay the
rebat es provided for herein.

(6) (i) The claimfor any rebate in any year shall not

exceed one-half of the amount of tax liability on the tax

return used to affect the rebate.

(i) In the event the full rebate cannot be cl ai ned

in any year, the unused portion of any year's entitlenent

19800H2977B4034 - 4 -



© o0 N oo o A~ wWw N P

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

30

shall carry over and is hereby specifically allowed

without Iimt to be clained in future years until the

full amount of the allowable rebate is received.
Section 5. Investnment and plant expansion credits.
(a) Plant expansion credit:

(1) Beginning with the taxable year which comences in
t he cal endar year 1981 and each year thereafter, there shal
be allowed for all businesses, a credit against the tax
i nposed by sections 302, 402 and 502 of the "Tax Reform Code
of 1971," for qualified investnment in new or expanded pl ant
facilities within the Comopnweal t h of Pennsyl vani a.

(2) (i) The credit for corporations subject to tax

under section 402 or 502 of the "Tax Reform Code of

1971," shall be $100 for each $100,000 or a mmjor

fraction thereof invested in a new or expanded busi ness

facility.

(i1i) The credit for individuals subject to tax under
section 302 of the "Tax Reform Code of 1971," shall be in
an armount for each $100, 000 or najor fraction thereof
invested in a new or expanded business facility
determ ned by multiplying $100 times the ratio that the
tax rate inposed by section 302 of the "Tax Reform Code
of 1971" bears to the tax rate inposed by section 402 of
t he "Tax Reform Code of 1971."

(3) A new business facility shall nean a structure
including but not limted to a factory, mll, plant, refiner,
war ehouse or other building within which people are
custonmarily enployed or which is customarily used to house
machi nery or equipnent. In order to qualify as a new business

facility, such facility shall neet the foll ow ng
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(i) The facility nust be used by the taxpayer in the
operation of a revenue-producing enterprise. A taxpayer
whose only activity respecting the facility is to | ease
it cannot qualify the facility as a revenue- produci ng
enterprise. If the taxpayer uses a portion of the
facility in a qualifying manner and | eases the remnai nder
to others, the taxpayer may claimonly that portion of
the facility which qualifies.

(i1i) The facility shall be acquired by or leased to
t he taxpayer after Decenber 31, 1980.

(tii) The facility cannot have been used i mredi ately
prior to acquisition by the taxpayer as a revenue-
produci ng enterprise of the same or substantially
identical type. If the preceding owner or |essor of the
prem ses operated a revenue-producing enterprise of the
same or substantially the sane type as that to be
operated by the taxpayer, then the taxpayer cannot claim
a credit.

(iv) The facility nmust not be used as a repl acenent
business facility.

(4) The expansion of an existing facility may qualify

a credit under this section if, in addition to neeting

requi renents of subparagraphs (i), (ii) and (iv) of paragraph

(3):

(i) the investnment nade to expand the facility
exceeds $1, 000, 000; or

(1i) the investnent made to expand the facility is
in excess of 100% of the taxpayer's original investnent

inthe facility being so expanded.
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(5) (i) No credit shall be allowed for investnment in a
repl acenent facility unless the investnent exceeds
$3, 000, 000 or 300% of the taxpayer's original investnent
inthe old facility. In such case, the replacenent
facility shall be considered an expanded busi ness
facility for purposes of receiving this credit.
(i1i) A replacenment business facility is one which
replaces a facility which previously had been | ocated
wi thin the Commonwealth. It shall be presuned that a new
facility is a replacenent for an old facility if either
of the followi ng conditions are net:
(A) The old facility had been operated by the
t axpayer or a related taxpayer for three of the
precedi ng five years before the taxable year in which
commerci al operations were commenced at the new
facility.
(B) The old facility was used by the taxpayer or
a related taxpayer in the operation of a revenue-
produci ng enterprise and the taxpayer continues to
operate the sane or substantially the sane type of
revenue- produci ng enterprise at the new facility.
(6) (i) In no case shall the credit granted in any year
exceed:
(A) For corporations the tax inposed pursuant to
section 402 or 502 of the "Tax Reform Code of 1971."
(B) For individuals that portion of the entire
tax inmposed pursuant to section 302 of the "Tax
Ref orm Code of 1971" attributable to income from net
profits as defined by section 303(a)(2) of the "Tax
Ref orm Code of 1971."
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(b)

(i) In the event the entire credit allowabl e cannot
be taken in the initial year of eligibility, the unused
portion may be carried over into the two succeedi ng
t axabl e years: Provided, however, That if the business in
the initial year of eligibility had a net |oss from
operations, the allowable credit shall carry over and
shall be available initially in the first year in which
such busi ness shows a net profit.

I nvestment credit:

(1) Beginning with the taxable year which comences in

t he cal endar year 1981 and each year thereafter, there shal

be allowed for all businesses a credit against the tax

i nposed by sections 302, 402 and 502 of the "Tax Reform Code

of 1971" for qualified investnent in tangi ble personal

property predom nantly used within the Comobnweal t h.

(2) (i) The credit for corporations subject to tax under
sections 402 and 502 of the "Tax Reform Code of 1971"
shall equal 5% of the qualifying investnent placed in
service during the current taxable year. If the tax
l[iability of the corporation conputed before any credits
exceeds $25,000 the credit may not exceed $25, 000 plus
50% of the tax liability over that anount.

(i) 1In no case shall the credit for a corporation
in any year exceed its tax liability for that year
i nposed pursuant to section 402 or 502 of the "Tax Reform
Code of 1971."

(ti1) The credit for individuals subject to tax
under section 302 of the "Tax Reform Code of 1971" shal
equal such percent of the qualified investnment found by

mul tiplying 5% by the ratio that the tax rate inposed by
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section 302 of the "Tax Reform Code of 1971" bears to the

tax rate inposed by section 402 of the "Tax Reform Code

of 1971," placed in service during the current taxable
year.

(iv) In no case shall the credit for an individual
in any year exceed that portion of the entire tax
l[iability for said year inposed by section 302 of the
"Tax Reform Code of 1971" attributable to inconme from net
profits as defined by section 303(a)(2) of the "Tax
Ref orm Code of 1971."

(3) The amount of qualifying investnent is the sum of
the basis of new qualifying property and up to $100, 000 of
the cost of used qualifying property. If the qualifying
property has a useful life of |less than seven, but at |east
five years, the anount of qualifying investnent shall be only
two-thirds of the basis or cost. If the qualifying property
has a useful life of less than five, but at |east three
years, the amount of the qualifying investnment shall be only
one-third of the basis or cost. No credit shall be allowed
for property with a useful life |ess than three years.

(4) A qualifying investnment is one nmade in depreciable
or anortizable tangi bl e personal property, or tangible
property, other than a building or its conponents, used as an
integral part of manufacturing, extraction, or production, or
el evators and escal ators, or research and devel opnent
facilities, or facilities for the bulk storage of fungible
commodities. Property used predom nately to furnish | odging
is not qualifying property except for investnent in a hotel
or notel furnishing accommobdati ons predom nately to

transi ents, and vendi ng machi nes, washi ng machi nes and dryers
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in lodging facilities. Livestock, except for horses, is

qual i fying property if, within a one-year period starting six

nont hs before the date of acquisition, substantially
identical livestock is disposed of without any credit
recapture, provided that the anmount of the credit will be
all owed only on the excess of the cost of the acquired

I ivestock over the anpunt realized on the disposition. No
credit shall be allowed for investnent for novie and
television filnms and tape, or for property used by a tax
exenpt organi zation, or used by or leased to or by a
governmental unit. Lessors are eligible for the credit only
if the | eased property has been manufactured or produced by
the lessor or if the termof the lease is |ess than 50% of
the useful life of the | eased property and the lessor's
busi ness expense deductions, other than rental paynents are

rei nbursed expenses, related to the property are nore than

15% of the rental incone fromthe property for the first year

of the |ease.
(5) Were property is disposed of before the end of its
estimated useful life, the tax for the year of disposal shal
be increased by the difference between the credit originally
all owed and the credit that would have been allowed if the
conput ati on had been based on the actual period of use.
Property is disposed of if it is transferred to a
nonqual i fyi ng use.
Section 6. Procedure and enforcenent.
(a) The secretary shall provide appropriate forns to
calculate and allow the rebate and credits authorized by this
act and the secretary may require the subm ssion of copies of

Federal Form 940, UC-2's or other data as he determ nes.
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(b) The department shall enforce the provisions of this act
and is hereby enpowered to prescribe, adopt, promul gate and
enforce rules and regulations relating to any matter or thing
pertaining to the adm nistration and enforcenent of the
provi sions of this act and the all owance or rebate credits and
penal ti es inposed by this act. The Departnent of Labor and
I ndustry shall fully cooperate with the Departnent of Revenue in
setting up procedures for necessary exchanges of infornation
necessitated by provisions of this act.

(c) The Secretaries of Revenue and Labor and Industry or any
agent authorized in witing by them are hereby authorized to
exam ne the books, papers and records and to investigate the
character of any business in order to verify the accuracy of any
report nmade. Every such business is hereby directed and required
to give to these departnents, or their duly authorized agent,
the neans, facilities and opportunity for such exam nation and
i nvestigations, as are hereby provided and authori zed.

Section 7. Penalty.

Any person who shall willfully make a fal se and fraudul ent
return shall be guilty of willful and corrupt perjury, and in
addition to any other punishnment, shall be liable to pay to the
departnment three tinmes the amount of the fraudul ent claim
Section 8. Effective date.

This act shall take effect in 60 days.
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