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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 531 %5

| NTRODUCED BY GREENLEAF, KASUNI C, RHOADES, TARTAGLI ONE, O PAKE
COSTA, ERI CKSON AND WASHI NGTON, MARCH 19, 2007

REFERRED TO FI NANCE, MARCH 19, 2007
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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 ti es,"” excluding, in personal inconme tax, unreinbursed
child and dependent care expenses from conpensati on.

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

Section 1. Section 303(a)(1l) of the act of March 4, 1971
(P.L.6, No.2), known as the Tax Reform Code of 1971, anended
Novenber 29, 2006 (P.L.1613, No.182), is anended to read:

Section 303. Casses of Incone.--(a) The classes of incone
referred to above are as foll ows:

(1) Conpensati on.

(1) Al salaries, wages, conm ssions, bonuses and incentive
paynents whet her based on profits or otherw se, fees, tips and

simlar remunerati on received for services rendered whet her
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directly or through an agent and whether in cash or in property
except income derived fromthe United States Governnent for
active duty outside the Cormonweal th of Pennsylvania as a nenber
of its arned forces and income fromthe United States Governnent
or the Commonweal th of Pennsylvania for active State duty for
energency within or outside the Comonweal th of Pennsyl vani a,

i ncludi ng duty ordered pursuant to 35 Pa.C.S. Ch. 76 (relating
to Energency Managenent Assi stance Conpact).

(1i) Conpensation of a cash-basis taxpayer shall be
considered as received if the conpensation is actually or
constructively received for Federal incone tax purposes as
determ ned consistent with the United States Treasury
regul ations and rulings under the Internal Revenue Code of 1986,
as anmended, except that, for purposes of conputing tax under
this article:

(A Amounts | awfully deducted, not deferred, and w thheld
fromthe conpensati on of enployes shall be considered to have
been received by the enploye as conpensation at the tinme the
deduction is nade.

(B) Contributions to an enpl oyes' trust, pooled fund or
ot her arrangenent which is not subject to the clainms of
creditors of the enpl oyer made by an enpl oyer on behal f of an
enpl oye or self-enployed individual at the election of the
enpl oye or self-enployed individual pursuant to a cash or
deferred arrangenent or salary reduction agreenent shall be
deened to have been received by the enploye or individual as
conpensation at the time the contribution is nmade, regardl ess of
when the election is made or a paynent is received.

(© Any contribution to a plan by, on behal f of or

attributable to a self-enployed person shall be deened to have
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been received at the time the contribution is nade.

(D) Enployer contributions to a Roth I RA custodi al account
or enploye annuity shall be deenmed received, earned or acquired
only when distributed, when the plan fails to neet the
requi renents of section 408A of the Internal Revenue Code of
1986 (26 U.S.C. 8§ 408A), as amended, or when the plan is not
operated in accordance with such requirenents.

(E) Enploye contributions to an enpl oyes' trust or pool ed
fund or custodial account or contract or enploye annuity shal
not be deducted or excluded from conpensati on.

(1i1) For purposes of determ ning when deferred conpensation
of enpl oyes other than enpl oyes of exenpt organizations and
State and | ocal governments is required to be included in
i ncome, the follow ng apply:

(A) The rules of sections 83 and 451 of the Internal Revenue
Code of 1986 (26 U.S.C. 88 83 and 451), as amended, shall apply.
(B) The rules of section 409A of the Internal Revenue Code

of 1986 (26 U.S.C. 8§ 409A), as anended, shall apply.

(iv) For purposes of determ ning when deferred conpensati on
of enpl oyes of exenpt organi zations and State and | ocal
governments is required to be included in income, the foll ow ng
appl y:

(A) The rules of sections 83, 451 and 457 of the Internal
Revenue Code of 1986, as anended, shall apply.

(B) The rules of section 409A of the Internal Revenue Code
of 1986, as anmended, shall apply.

(v) Notw thstandi ng any other provision of this act,

unr ei nbursed child and dependent care expenses which are used in

cal cul ating the Federal child and dependent care credit in

accordance with section 21 of the Internal Revenue Code of 1986
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(Public Law 99-514, 26 U.S.C. 8 1 et seq.) shall be excl uded

fromthe definition of the term "conpensati on" provided that the

t axpayer subnmits a copy of the requisite Federal tax form on

whi ch the child and dependent care expenses are cl ai ned when

filing the tax return under secti on 330.

* * %

Section 2. This act shall apply to the taxable years

begi nni ng after Decenber 31, 2007.
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Section 3. This act shall take effect imediately.
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