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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1848 5

I NTRODUCED BY BOYES AND TRELLO, SEPTEMBER 27, 1999

AMENDMENTS TO SENATE AMENDMENTS, HOUSE OF REPRESENTATI VES,
DECEMBER 7, 1999

OCO~NOUITARWNE

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,” further providing for the calculation of the
manuf act uri ng, processing, research and devel opnent capital
stock and franchi se tax exenptions; continuing and expandi ng
a tax credit to enployers who hire certain individuals; and
maki ng a repeal

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. Section 602(b) of the act of March 4, 1971
(P.L.6, No.2), known as the Tax Reform Code of 1971, anended May
12, 1999 (P.L.26, No.4), is anended to read:

Section 602. Inposition of Tax.--* * *

(b) (1) Every foreign entity fromwhich a report is
requi red under section 601 hereof, shall be subject to and pay

to the departnment annually, a franchise tax which is the greater
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of (i) the anobunt computed by multiplying each dollar of the
capital stock value as defined in section 601(a) by the
appropriate rate of tax as set forth in subsection (h); or (ii)
the mninumtax set forth in subsection (i), upon a taxable
value to be determined in the followi ng manner. The capital
stock val ue shall be ascertained in the manner prescribed in
section 601(a) of this article. The taxable value shall then be
determ ned by enpl oying the rel evant apportionnment factors set
forth in Article I'V: Provided, That the manufacturing,
processi ng, research and devel opnment exenptions contai ned under
section 602(a) shall also apply to foreign corporations. [and in

determ ning the rel evant apportionnent factors the nunerator of

the propertyf, payroll, or sal es}—e+—payroelt factors shall not
i nclude any propertyf, payroll or sal es}—er—payroetl attributable

to manufacturing, processing, research or devel opnent activities
in the Conmonweal t h—f: and Provided further, That, except] Any
| N DETERM NI NG THE RELEVANT APPORTI ONMENT FACTORS, THE FOLLOW NG

SHALL APPLY:

(1) FOR ALL TAXABLE YEARS OTHER THAN SPECI FI CALLY SET FORTH

N SUBCLAUSE (11) THE NUMERATOR OF THE PROPERTY, PAYROLL OR

SALES FACTORS SHALL NOT | NCLUDE ANY PROPERTY, PAYROLL OR SALES

ATTRI BUTABLE TO MANUFACTURI NG, PROCESSI NG RESEARCH OR

DEVELOPMENT ACTIVITIES I N THE COMVONVEALTH;

(1) FOR THE TAXABLE YEARS BEG NNI NG AFTER DECEMBER 31

1998, AND BEG NNI NG BEFORE JANUARY 1, 2001, THE NUMERATOR OF THE

PROPERTY OR PAYROLL FACTORS SHALL NOT_| NCLUDE ANY PROPERTY OR

PAYROLL ATTRI BUTABLE TO MANUFACTURI NG PROCESSI NG, RESEARCH OR

DEVELOPMVENT ACTIVITIES I N THE COMVONVEALTH AND ANY property or

payroll attributable to nanufacturing, processing, research or

devel opnent activities outside of the Commobnwealth shall al so be
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excluded fromthe nunerator of the property or payroll factors.

subsection (i), the provisions of this section shall not apply
to the taxation of so nmuch of the capital stock val ue
attributable to student | oan assets owned or held by an entity
created for the securitization of student |oans or by a trustee
on its behalf. Any foreign corporation, joint-stock association,
limted partnership or conpany subject to the tax prescribed
herein may elect to conpute and pay its tax under section
602(a): Provided, That any foreign corporation, joint-stock
association, limted partnership or conpany electing to conpute
and pay its tax under section 602(a) shall be treated as if it
were a donestic corporation for the purpose of determ ning which
of its assets are exenpt fromtaxation and for the purpose of
determi ning the proportion of the value of its capital stock
which is subject to taxation.

(2) The provisions of this article shall apply to the
taxation of entities organi zed for manufacturing, processing,
research or devel opnent purposes, but shall not apply to such
entities as enjoy and exercise the right of em nent domain.

* %k

Section 2. Section 1701-A of the act, anended or added
Decenber 19, 1985 (P.L.356, No.102) and July 1, 1989 (P.L. 109,
No. 23), is anmended to read:

[ Section 1701-A. Enploynment Incentive Paynents.--(a) Any
corporation, bank, savings institution, company, insurance
conpany, or nutual thrift institution enploying persons, who
prior to their enploynment were recipients of aid to famlies
wi th dependent children or who are classified as chronically or

transitionally needy, pursuant to section 432 of the act of June
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13, 1967 (P.L.31, No.2l1), known as the "Public Wl fare Code,"
shall be entitled to enploynent incentive paynents to be
provided as a credit against taxes inposed by Article IV, VII,
VIIl, I Xor XV of this act, and any person, partnership or
proprietorship enploying such persons shall be entitled to
paynents to be provided as a credit agai nst taxes inposed by
Article I'l'l of this act. For the purposes of conputing any tax
liabilities against which the credit may be applied, deductions
fromtaxabl e incone shall be reduced by enploynent incentive
paynents. Enpl oynent incentive paynents unused as a tax credit
in any taxable year nay be carried over against tax liabilities
of the enployer in the three i medi ately subsequent taxable
years.

(b) An enploynent incentive paynment may be clai med by an
enpl oyer who hires any person who is receiving aid to famlies
wi th dependent children or who is classified as chronically or
transitionally needy at the tine of enploynent except that
paynents shall not be provided for

(1) The enploynment of any person who displ aces any ot her
i ndi vi dual from enpl oynent, except persons discharged for cause
as certified by the Ofice of Enpl oynent Security.

(2) The enploynment of any person closely related, as defined
by paragraphs (1) through (8) of section 152(a) of the Internal
Revenue Code, to the taxpayer, or, if the taxpayer is a
corporation, to an individual who owns, directly or indirectly
nore than fifty per cent of the outstanding stock of the
corporation, bank, savings institution, company, insurance
conpany, or nutual thrift institution.

(3) The enploynent of an individual for whomthe enployer is

simul taneously receiving federally or State funded job training
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paynents.

(4) The enploynment of an individual as a donmestic or other
househol d enpl oye in the hone of the enployer

(c) (1) The enploynent incentive paynent shall be the sum
of thirty per cent of the first six thousand dollars ($6, 000) of
qualified first year wages for such year, twenty per cent of the
first six thousand dollars ($6,000) of qualified second year
wages for such year and ten per cent of the first six thousand
dollars ($6,000) of the qualified third year wages for such
year.

(2) |If the enployer provides or pays for day care services
for the children of the enploye, the enployer shall be eligible
to receive an additional enploynment incentive paynent of up to
si x hundred dollars ($600) during the first year of enploynent,
five hundred dollars ($500) during the second year of enpl oynment
and four hundred dollars ($400) during the third year of

enpl oynent .
(3) Total enploynent incentive paynments shall not exceed
ninety per cent of total taxes paid by the enpl oyer agai nst

whi ch the incentive paynents may be clainmed as a credit.
Qual i fied wages nust be cash remuneration to the enpl oye,
i ncl udi ng any anmounts deducted or withhel d.

(d) To be eligible for enploynent incentive paynents, the
enpl oyment must continue for at |east one year unless the
enpl oye voluntarily | eaves the enploynent of the enployer,
beconmes disabled or is termnated for cause. If the enpl oye
| eaves his position voluntarily, beconmes disabled, or is
term nated for cause in |less than one year, the enpl oynent
i ncentive paynment shall be reduced by the proportion of the year

not worked. Enploynent initiated during the year may be cl ai ned
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as an enpl oynent incentive paynent in the subsequent year.

(e) The Departnent of Revenue, in cooperation with the
Departnment of Public Welfare and the Departnent of Labor and
I ndustry, shall adm nister the provisions of this section,
pronmul gate appropriate rules, regulations and forns for that
pur pose and make such determ nations as nmay be required.

Det erm nati ons nade with respect to the enpl oynent incentive
paynent provided in this section nay be reviewed and appeal ed in
t he manner provided by |aw for other corporate or personal tax
credits. The Departnent of Public Welfare shall conduct a
program of enpl oyer education to informenployers of the
benefits avail abl e under this section as well as to informthem
of any simlar tax credits for hiring welfare recipients
avai | abl e under Federal |aw.

(f) The total anount of enploynent incentive paynents
authorized by this section shall not exceed twenty-five mllion
dol l ars ($25,000,000) in any fiscal year. To insure that credits
are not clained in excess of this amount, an enpl oyer may claim
the incentive paynents only upon presentation of an authori zing
certificate. Certificates will be issued to the enpl oyer by the
Department of Public Welfare upon presentation to the Depart nment
of Public Wl fare of evidence of a qualifying offer of
enpl oynment. If necessary to avoid certificate issuances in
excess of the maxi mum aut hori zed anount for any fiscal year, the
departnment shall advise the Departnent of Public Welfare of the
total nunber of certificates which may be issued in each
cal endar quarter. The Departnment of Public Welfare may issue
certificates through the O fice of Enploynment Security and may
pronmul gate regul ations to all ocate certificates.

(g) Enploynent incentive paynents shall not be available for
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enpl oyes hired after June 30, 1993, unless reenacted by the
CGeneral Assenbly. Not | ater than Septenber 1, 1990, and
Septenber 1 each year thereafter, the Departnment of Public
Wel fare shall report to the General Assenbly on the
ef fectiveness of incentive paynents to encourage the enpl oynent
of cash assistance recipients and reconmend whet her changes are
needed in the program and whet her the program shoul d be
continued. The report shall contain information, including the
nunber of authorizing certificates issued by the Departnent of
Public Wl fare, the nunber of authorizing certificates accepted
by the Departnment of Revenue from enpl oyers as evi dence of
qualified hires, the nunber and dollar anbunts of tax credits
approved by the Departnment of Revenue in each tax year, the
average hourly starting wage of enployes hired and the category
of assistance received previously by enployes hired. The report
shall also include an analysis of the types of businesses
identified as either corporations or individuals or partnerships
whi ch have had tax credits approved by the Departnent of Revenue
and the types of enploynent positions into which enployes have
been hired as indicated by Standard Cccupational C assification
Codes. The report shall describe outreach and publicity efforts
by the Departnment of Public Welfare. The report shall contain
simlar information about the day care tax credit authorized in
subsection (c)(2). Credits may be clai med agai nst taxes payabl e
for tax years beginning January 1, 1989, and thereafter, and may
be clained for enployes hired on or after January 1, 1989.]
Section 3. The act is anmended by addi ng sections to read:

Section 1702-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
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1 clearly indicates a different neaning:

2 "Eligible individual” neans any of the follow ng:

3 (1) A person who at any tinme, within the twelve nonths

4 preceding the date of hire, received general assistance.

5 (2) A person who at any tinme, within the twelve nonths

6 preceding the date of hire, received tenporary assistance to

7 needy fanilies.

8 (3) A person who:

9 (i) has a physical or nental disability which, for such

10 individual, constitutes or results in a substantial handicap to
11 enploynent; and

12 (ii) is referred to the enployer upon conpletion of or while
13 receiving rehabilitative services pursuant to an individualized
14 witten rehabilitation plan under a State plan for vocational

15 rehabilitation services approved under the Rehabilitation Act of
16 1973 (Public Law 93-112, 29 U.S.C. 8§ 701 et seq.), or a program
17 of vocational rehabilitation carried out under Title | of the
18 Veterans' Rehabilitation and Educati on Amendnents of 1980

19 (Public Law 96-466, 94 Stat. 2171).
20 "Enpl oynent i ncentive paynent" neans the enpl oynent
21 incentive paynent credit provided by this article.
22 "Pass-through entity” neans any of the follow ng:
23 (1) A partnership, limted partnership, limted liability
24 conpany, business trust or other unincorporated entity that for
25 Federal incone tax purposes is taxable as a partnership.
26 (2) A Pennsylvania S corporation.
27 "Qualified first-year wages" neans the qualified wages
28 attributable to service rendered by an eligible individual
29 during the one-year period beginning with the day the eligible

30 individual begins work for the enpl oyer.

19990H1848B2767 - 8 -



1
2
3
4
5
6
-
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

"Qualified second-year wages" neans the qualified wages

attributable to service rendered by an eligi bl e individual

during the one-year period begi nni ng one year after the eligible

i ndi vi dual begi ns work for the enpl oyer.

"Qualified tax liability" neans the liability for taxes

i nposed under Article IIIl, IV, VII, VIII, I X or XV of this act.

The termincludes the liability for taxes i nposed under Article

Il of this act on the owner or owners of a pass-through entity.

The term does not include amounts withheld or required to be

wi thheld from enpl oyees under Article Ill of this act.

"Qualified third-year wages" neans the qualified wages

attributable to service rendered by an eligi bl e individual

duri ng the one-year period begi nning two years after the

eliqgible individual begins work for the enpl oyer.

"Qualified wages" neans wages as that termis defined in

section 51A(b)(5) of the Internal Revenue Code of 1986 (Public

Law 99-514, 26 U.S.C. 8§ 51A(b)(5)).

"Taxpayer." A person or entity subject to tax under Article

1L, 1V, VI, VIII, I Xor XV of this act. This termincludes a

pass-t hrough entity.

Section 1703-A. Enpl oynent | ncentive Paynents.--(a) A

t axpayer who enpl oys an eligible individual shall be entitled to

enpl oynent i ncentive paynents as provided by this article.

(b) No enpl oynent incentive paynent shall be provided for:

(1) The enpl oynent of a person who di spl aces any ot her

i ndi vi dual from enpl oynent, except persons di scharged for cause

as certified by the Departnent of Labor and | ndustry.

(2) The enpl oynent of a person closely related, as defined

by clauses (1) through (8) of section 152(a) of the |nternal

Revenue Code of 1986 (Public Law 99-514, 26 U S.C. §8 1 et.
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seqg.), to the taxpayer, or, if the taxpayer is a corporation, to

an individual who owns, directly or indirectly, nore than 50% of

t he outstandi ng stock of the taxpayer.

(3) Wages paid to an individual during the tine period for

whi ch the enpl oyer received federally funded or State funded job

trai ni ng paynents for that individual.

(c) The enpl oynent incentive paynent shall be cal cul ated on

an annual basis as provided in clauses (1) and (2):

(1) The enpl oynent incentive paynent shall be the sum of

thirty per cent of the first nine thousand dollars ($9, 000) of

qualified first-year wages, twenty per cent of the first nine

t housand dol |l ars ($9, 000) of qualified second-year wages and ten

per cent of the first nine thousand dollars ($9, 000) of

qualified third-year wages.

(2) A taxpayer eligible to receive a credit under cl ause (1)

shall be eligible to receive an additi onal enpl oynent incentive

paynent as provided in this clause if:

(i) the taxpayer provides or pays for day-care services for

the children of an eligible individual; or

(ii) the taxpayer provides or pays for transportati on

services that enable an eligible individual to travel to and

from wor K.

The additional enpl oynent incentive paynents under this

par agr aph shall be the expenses incurred by the taxpayer for

services listed in subclauses (i) and (ii), but in no case

shall the additi onal enpl oyment incentive paynent for each

eligible individual exceed ei ght hundred doll ars ($800)

during the first year of enploynment, six hundred doll ars

($600) during the second year of enploynent or four hundred

dollars ($400) during the third year of enpl oynent.
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(d) The enpl oynent incentive paynent shall be utilized as a

credit against a qualified tax liability to which the taxpayer

is subject. The enpl oynent incentive paynent applicable to a

pass-through entity shall be allocated in the sane manner as

i ncone i s all ocated.

(e) (1) Except in cases where an eliqgible individual

voluntarily | eaves the enpl oynent of the taxpayer, becones

disabled or is term nated for cause, no taxpayer shall be

entitled to recei ve an enpl oynent i ncentive paynment if the

eligible individual is enployed by the taxpayer for |ess than

(2) If the eligible individual | eaves the enpl oynent of the

t axpayer voluntarily, becones disabled or is terni nated for

cause in |l ess than one year, the enpl oynent incentive paynent

shall be reduced by the proporti on of the year not worked.

(f) The total enploynent incentive paynent credit shall not

exceed ninety per cent of the total taxes paid by the enpl oyer

agai nst which the enpl oynent incentive paynents may be cl ai ned

as a credit.

(g) Enploynent incentive paynents unused as a tax credit in

a taxabl e year may be carried over against a qualified tax

liability in the ten i nmedi atel y subsequent taxabl e years.

(h) For the purposes of conputing a tax liability agai nst

whi ch the enpl oynent incentive paynents nmay be appli ed,

deducti ons fromtaxable i ncone shall be reduced by the

enpl oynent i ncentive paynents.

Section 1704-A. Adnministrati on and Requl ati ons. --The

departnent, in cooperation with the Departnent of Public Welfare

and the Departnment of Labor and | ndustry, shall adm nister the

provisions of this article, pronul gate appropriate rul es,
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requl ati ons and fornms for that purpose and nake such

deterninations as nmay be required. Deterninations made wi th

respect to the enpl oynent incentive paynent provided in this

section may be revi ewed and appealed in the manner provi ded by

| aw for other corporate or personal tax credits.

Secti on 1705-A. Limtation on Credits.--The total anpunt of

enpl oynent i ncentive paynents authorized by this article shal

not exceed twenty-five mllion dollars ($25, 000, 000) in any

fiscal year. To insure that credits are not clained in excess of

this anpunt, a taxpayer nmay claimthe incentive paynents only

upon presentation of an authorizing certificate. Certificates

will be issued to the taxpayer by the Departnent of Labor and

| ndustry upon presentation to the Departnent of Labor and

I ndustry of evidence of a qualifying offer of enploynent. |f

necessary to avoid certificate i ssuances in excess of the

maxi num aut hori zed anount for any fiscal year, the departnent

shal | advi se the Departnent of Labor and | ndustry of the total

nunber of certificates which may be i ssued i n each cal endar

Section 1706-A. Tine Limtations and Report. --Enmpl oynent

i ncenti ve paynents shall not be avail able for enpl oyees hired

after Decenber 31, 2004, unl ess reenacted by the General

Assenbly. Not later than July 1, 2004, the Secretary of Public

Wel fare shall report to the General Assenbly on the

effecti veness of incentive paynents to encourage the enpl oynent

of general assistance and tenporary assi stance to needy fanlies

reci pients and recommend whet her the program shoul d be

continued. Credits nmay be cl ai ned agai nst taxes payable for tax

vears beqgi nning January 1, 2000, and thereafter, and may be

clained for enpl oyees hired after Decenber 31, 1999.
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Section 4. The anmendnent of section 602(b) of the act shal
apply to taxabl e years begi nning after Decenber 31, 1998.

Section 5. It is the intent of the General Assenbly that the
addition of sections 1702-A through 1706-A of the act shall be
deened to be a continuation and expansi on of the enpl oynment
i ncentive paynments program aut horized in section 491 of the act
of June 13, 1967 (P.L.31, No.21), known as the Public Wl fare
Code. Accordingly:

(1) Nothing in this act shall be construed to preclude
consi deration of applications for credits filed under section
1701- A of the act or section 491 of the Public Wl fare Code,
whi ch applications were filed prior to or on the effective date
of this act.

(2) Nothing in this act shall be construed to preclude the
utilization of credits which were approved but not applied under
section 1701-A of the act or section 491 of the Public Wlfare
Code after the effective date of this act.

Section 6. Section 491 of the act of June 13, 1967 (P.L. 31,
No. 21), known as the Public Wl fare Code, is repeal ed i nsofar as
it is inconsistent with this act.

Section 7. This act shall take effect January 1, 2000.
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