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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 youth enpl oynent incentive tax
credit.

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
read:

ARTICLE XVII-F

YOUTH EMPLOYMENT | NCENTI VE TAX CREDI T

Section 1701-F. Scope.




This article relates to youth enpl oynent incentive tax

credits.

Section 1702-F. Definitions.

The foll owi ng words and phrases when used in this article

context clearly indicates ot herw se:

"Departnent."” The Departnent of Revenue of the Commonweal t h.

"Pass-through entity." Any of the foll ow ng:

1
2
3
4
5 shall have the neanings given to themin this section unless the
6
7
8
9

(1) A partnership, linmted partnership, limted

10 liability conpany, business trust or other unincorporated
11 entity that for Federal incone tax purposes is taxable as a
12 part ner ship.

13 (2) A Pennsylvania S corporation.

14 "Qualified tax liability." The liability for taxes inposed
15 wunder Article Ill, IV or VI. The termshall include the

16 liability for taxes inposed under Article Ill on a sharehol der

17 of a pass-through entity.

18 "Qualified vyouth enpl oyee." A Pennsyl vani a resi dent

19 individual between 14 and 21 years of age whose nedian fanmly

20 incone does not exceed 235% of the Federal poverty |evel

21 consistent with Tenporary Assi stance for Needy Fanilies grants

22 that serve purposes sinmlar to those of this article. The term

23 shall not nmake a distinction based on educati on.

24 "Qualified vouth enpl oynent expense." \Wages, fringe

25 benefits, related payroll and trai ni ng expenses, and ot her

26 ancillary expenses paid by a taxpayer to or for the benefit of a

27 qualified youth enpl oyee, provided that any ancillary expenses

28 not enunerated in this definition are identified in the

29 taxpayer's applicati on and approved by the Departnent of

30 Revenue. Al qualified youth enpl oynent expenses incurred in a
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t axabl e year shall be conbi ned and treated as one qualified

vout h enpl oynent expense for purposes of this article.

"Secretary." The Secretary of Revenue of the Commobnweal th.

"Tax credit." The Youth Enpl oyment | ncentive Tax Credit

aut hori zed under this article.

"Taxpayer." An entity subject to tax under Article IIIl, IV

or VI or an entity that assigns credits to such entity in

accordance with section 1704-F. The term shall include the

shar ehol der, owner or nenber of a pass-through entity that

receives a tax credit.

Section 1703-F. Credit for qualified youth enpl oynent expense.

(a) Application.--A taxpayer who incurs a qualified youth

enpl oynent expense in a taxable year nay apply for a tax credit

as provided in this article. A taxpayer nust submt a youth

enpl oynent i ncentive tax credit application to its | ocal

wor kforce i nvestnent board. The | ocal workforce i nvest nent board

shall make a threshold determ nati on as to whet her the

application is consistent with its deternmned criteria. The

| ocal workforce i nvestnent board shall subnit applicati ons that

meet the threshold criteria to the departnent for its revi ew

The Departnment of Conmmunity and Econoni ¢ Devel opnent shal

establi sh guidelines for the revi ew and approval of applications

under this subsecti on.

(b) Receipt.--1f the departnent approves the taxpayer's

application, the taxpayer and departnent shall execute a

commtnent letter containing the foll ow ng:

(1) A description of the project.

(2) The nunber of new jobs to be created.

(3) The maxi nrum yout h enpl oynent incentive tax credit

anount the taxpayer nmay cl aim
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(4) A signed statenent that the taxpayer intends to

mai ntain its operation in this Commonweal th for five years

fromthe start date.

(5 Oher informati on as the departnent deens

appropri at e.

(c) Commitnent letter.--After a conmitnent |etter has been

si gned by both the Commbnwealth and the taxpayer, the taxpayer

shall receive a youth enpl oyment incentive tax credit

certificate and filing information.

(d) Anmpunt.--A taxpayer shall receive a tax credit for the

taxabl e year in the anmpbunt of 70% of the taxpayer's total

qual i fi ed youth enpl oynent expense for the taxabl e year.

Section 1704-F. Carryover, carryback, refund and assi gnnent of

credit.

(a) Carryover.--1f the taxpayer cannot use the entire anount

of the tax credit for the taxable year in which the tax credit

is first approved, then the excess nmay be carried over to

succeedi ng taxabl e years and used as a credit agai nst the

qualified tax liability of the taxpayer for those taxabl e years.

Each tine that the tax credit is carried over to a succeedi ng

taxable year, it is to be reduced by the anpunt that was used as

a credit during the i nmedi ately precedi ng taxable year. The tax

credit may be carried over and applied to succeedi ng taxabl e

vears for no nore than 15 taxable years following the first

t axabl e year for which the taxpayer was entitled to claimthe

credit.

(b)Y Application.--A tax credit approved by the departnent

for a qualified youth enpl oynent expense in a taxable year first

shall be applied in accordance with the commtnent |etter

bet ween the Commpnweal th and the taxpayer.
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(c) Prohibition.--A taxpayer is not entitled to carry back

or obtain a refund of an unused tax credit.

(d) Sale or assignnent.--A taxpayer, upon application to and

approval by the Departnent of Conmunity and Econoni ¢ Devel opnent

in accordance with section 1703-F, may sell or assign, in whole

or in part, a tax credit granted to the taxpayer under this

article if no claimfor all owance of the credit is filed within

one year fromthe date the credit is approved by the departnent

under section 1703-F. The Departnent of Conmunity and Econonic

Devel opnent shall establish quidelines for the approval of

applicati ons under this subsecti on.

(e) Caimand use.--The purchaser or assi gnee of a portion

of a tax credit under subsection (d) shall inmedi ately clai mthe

credit in the taxable year in which the purchase or assi gnnent

is nmade. The anpunt of the tax credit that a purchaser or

assi gnee nmay use agai nst any one qualified tax liability may not

exceed 75% of the qualified tax liability for the taxabl e year.

The purchaser or assignee may not carry back, obtain a refund of

or assign the tax credit. The purchaser or assignee shall notify

the departnment of the seller or assignor.

Section 1705-F. Tine limtations.

Except as provided in section 1704-F(a), a taxpayer i s not

entitled to a tax credit for qualified youth enpl oynent expenses

incurred in taxabl e years ending after Decenber 31, 2012.

Section 1706-F. Limtation on credits.

The total anmpunt of tax credits approved by the departnent

shall not exceed $20, 000,000 in any fiscal year.

Section 1707-F. Sharehol der, owner or nenber pass-through.

(a) Application to Pennsylvania S corporations.--1f a

Pennsyl vania S corporati on does not have an eliqgi ble tax
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liability against which the tax credit nay be applied, a

shar ehol der of the Pennsylvania S corporation is entitled to a

tax credit equal to the tax credit determ ned for the

Pennsyl vania S corporation for the taxable year nultiplied by

t he percentage of the Pennsylvania S corporation's distributive

i ncone to which the shareholder is entitl ed.

(b)Y Oher applications.--If a pass-through entity other than

a Pennsyl vania S corporati on does not have an eligi ble tax

liability against which the tax credit nay be applied, an owner

or nenber of the pass-through entity is entitled to a tax credit

equal to the tax credit determ ned for the pass-through entity

for the taxable year nultiplied by the percentage of the pass-

through entities' distributive incone to which the owner or

menber is entitl ed.

(c) Additional credit.--The credit provi ded under subsection

(a) or (b) is in addition to any tax credit to which a

shar ehol der, owner or nenber of a pass-through entity is

otherwi se entitled under this article. However, a pass-through

entity and a sharehol der, owner or nenber of a pass-through

entity may not claima credit under this article for the sane

qual i fi ed youth enpl oynent expense.

Section 1708-F. Terni nati on.

Except for carryovers of previously awarded tax credits, the

departnent shall not approve a tax credit under this article for

t axabl e years endi ng after Decenber 31, 2012.

Section 1709-F. Regul ati ons.

The secretary shall pronul gate requl ati ons necessary for the

i mpl enentation and adnmini stration of this article.

Section 2. This act shall apply to taxable years begi nning

after Decenber 31, 2008.
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1 Section 3. This act shall take effect in 60 days.
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