PRINTER S NO. 629

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 535 5

| NTRODUCED BY RUBLEY, ADOLPH, BAKER, BARD, BEBKO- JONES, BELARDI,
BELFANTI, BOYES, BROWNE, BUNT, CAPPELLI, CAWEY, CORRI GAN,
COSTA, COY, CRAHALLA, CURRY, DAILEY, DelLUCA, DeWEESE,
FORCI ER, FRANKEL, FREEMAN, GANNON, GEI ST, GEORGE, GORDNER
GRUCELA, GRUI TZA, HARHAI, HARPER, HENNESSEY, HERMAN, HERSHEY,
HORSEY, HUTCHI NSON, JAMES, KOTI K, LAUGHLI N, LEVDANSKY,
MACKERETH, MANDERI NO, MANN, MARKGSEK, MARSI CO, M CALL,
Mol LHATTAN, MELIGQ, S. M LLER, MJUNDY, NAILOR, PAYNE, PETRARCA
PI CKETT, PISTELLA, PRESTQON, READSHAW RElI CHLEY, RGSS,
SAI NATO, SANTONI, SATHER, SCAVELLO, SCHRODER, SCRI MENTI
SEMVEL, B. SM TH, SOLOBAY, STABACK, STURLA, SURRA, TANGRETTI
E. Z. TAYLOR J. TAYLOR THOMAS, TIGUE, TRUE, TURZAI, WALKGQ
WANSACZ, WASHI NGTQON, WATSON, WOINAROSKI, YOUNGBLOCD, YUDI CHAK
AND ZUG, FEBRUARY 26, 2003
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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 nposi ng duties upon the Departnent of Revenue, certain
enpl oyers, fiduciaries, individuals, persons, corporations
and other entities; prescribing crinmes, offenses and

10 penal ties,"” further defining "poverty incone"; further

11 provi ding for exenptions fromthe utilities gross receipts

12 tax; and providing for a child-care tax credit.

OCOoO~NOUITRAWNE

13 The General Assenbly of the Conmonweal th of Pennsyl vani a
14 hereby enacts as foll ows:

15 Section 1. Section 301(o0.2) of the act of March 4, 1971
16 (P.L.6, No.2), known as the Tax Reform Code of 1971, anended
17 Decenber 13, 1991 (P.L.373, No.40), is anended to read:



Section 301. Definitions.--The followi ng words, terns and
phrases when used in this article shall have the neaning
ascribed to themin this section except where the context
clearly indicates a different neaning, and unless specifically
provi ded otherwi se, any reference in this article to the
Internal Revenue Code of 1986 shall nean the Internal Revenue
Code of 1986 (Public Law 99-514, 26 U.S.C. 8 1 et seq.), as
amended to January 1, 1997:

* %

(0.2) "Poverty incone" nmeans for the purpose of determ ning
eligibility for special tax provisions all noneys or property
(including interest, gains or incone derived from obligations
which are statutorily free from State or | ocal taxation under
any other act of the General Assenbly of the Conmonweal t h of
Pennsyl vani a or under the laws of the United States) received of
what ever nature and from whatever source derived, but not
including (i) periodic paynents for sickness and disability
ot her than regul ar wages received during a period of sickness or
disability; or (ii) disability, retirement or other paynents
ari sing under worknmen's conpensation acts, occupational disease
acts and simlar legislation by any governnent; or (iii)
paynents conmonly recogni zed as old age or retirenent benefits
paid to persons retired fromservice after reaching a specific
age or after a stated period of enploynent; or (iv) paynents
commonly known as public assistance or unenpl oynent conpensation
paynents by any governnental agency; or (v) paynents to
rei nburse actual expenses; or (vi) paynents nade by enpl oyers or
| abor unions for progranms covering hospitalization, sickness,

di sability or death, supplenental unenploynment benefits, strike

benefits, Social Security and retirenment; or (vii) any
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1 conpensation received by United States servicenen serving in a
2 conbat zone. "Poverty incone" shall be reduced by the rea

3 property taxes paid by the taxpayer on the taxpayer's principal
4 residence.

5 * %

6 Section 2. Section 1101(g) of the act, added June 23, 1982
7 (P.L.610, No.172), is anmended to read:

8 Section 1101. Inposition of Tax.--* * *

9 (g) Certain Goss Receipts not Taxed.--The tax otherw se

10 inposed pursuant to this section upon gross receipts derived

11 fromthe sale of electricity shall not however be inposed upon
12 those portions of the gross receipts of an electric |ight

13 conpany attributable to the foll ow ng sources:

14 (1) the net increase in its gross receipts resulting from
15 recovery fromits custonmers of the costs of purchases of

16 additional energy necessitated by the physical or |egal

17 inability to operate a nuclear generating facility as a result
18 of an accident or natural disaster causing material damage to
19 that facility or to a simlar associated facility | ocated
20 inmedi ately adjacent, whereupon either the danaged facility,
21 another |ocated i medi ately adjacent, or both, have been renoved
22 fromthe conpany's rate base for a period exceeding twenty-five
23 nonths. The Departnent of Revenue shall request the Public
24 Utility Conmission to determ ne, for each such facility, the net
25 increase in the gross receipts of its electric conpany owner for
26 the imediate prior twelve-nonth period. This determ nation
27 shall reflect the difference between the increased gross
28 receipts of the conmpany attributable to recovery of costs for
29 purchase of replacenent energy which otherwi se woul d have been

30 normally generated by the inoperative facility in such twel ve-
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nmonth period | ess the reduction in the conpany's gross receipts
attributable to renoval of the capital costs of the facility
fromthe conpany's rate base and |l ess the reduction in the
conpany's gross receipts attributable to reduction in operating
expenses that woul d have ot herw se been incurred by nornal
operation of the facility in such twelve-nonth period. The
Public Utility Conm ssion shall, imediately after supplying the
requested data, proceed to nake the appropriate revision in the
State tax adjustnent charge of the electric conpany;

(2) recovery fromits customers of costs incurred in
connection with the cl ean-up and decontam nation of a nucl ear
generating facility which has experienced a maj or accident or
nat ural disaster and has been renoved fromthe electric |ight
conpany's rate base; [and]

(3) recovery fromits customers of costs for the
anortization of investnments in a nuclear generating facility
whose renoval fromthe rate base of an electric |ight conpany
has been approved by the Public Utility Conmm ssion on account of
a maj or accident or natural disaster[.]; and

(4) accounts of custoners who are residents of this

Commpnweal th, who are sixty-five years of age or older, and who

have an annual househol d i ncone under $20, 000, provided that the

electric |light conpany reduces the rates of those custoners

proportionately to the anbunt of tax avoided by the application

of this clause. Notw thstandi ng any other provision of |aw an

electric light conpany is authorized to reduce rates to such

custoners in order to conply with this cl ause.

* * %

Section 3. The act is anmended by adding an article to read:

ARTICLE XI X-B
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1 CH LD CARE TAX CREDI T

2 Section 1901-B Short Title.--This article shall be known and
3 may be cited as the Child-care Tax Credit Act.

4 Section 1902-B. Definitions.--The follow ng words_ and

5 phrases when used in this article shall have the neani ngs

6 ascribed to themin this section except where the context

7 clearly indicates a different neaning:

8 "Business firm" A corporation, partnership, sole

9 proprietorship or other entity authorized to do business in this
10 Commonwealth and subject to any of the taxes inposed by Article
11 1, 1V, VI, Vil, VIl1, IXor XV of this act.

12 "Contributions.” Paynents made to a child-care facility not
13 owned or operated by the business firmfor child-care services
14 for _the children of enployes of the business firm

15 "Credit."” The child-care tax credit.

16 "Net costs.” Anpunts expended for the operation of a child-
17 care facility reduced by the fees or charges paid by the users
18 of the child-care facility services.

19 Section 1903-B. Authorization of Credit.--(a) A business
20 firmthat operates its own child-care facility which neets the
21 following requirenents shall be eligible for the tax credit:
22 (1) The child-care facility has been issued a valid |icense
23 by the Departnent of Public Welfare.
24 (2) Children of the business firns enployes utilize the
25 facility on a reqgular basis.
26 (3) At least fifty per cent of the enployes utilizing the
27 child-care facility are not individuals who own nore than ten
28 per cent of the business firm
29 (4) The child-care program equitably benefits groups of

30 enpl oyees who qualify under a classification set up by the
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busi ness firmwhich is not discrimnatory in favor of officers,

shar ehol ders, owners or their dependents.

(5) At least eighty per cent of the children utilizing the

child-care facility are children of the business firnls

enpl oyes.

(b)Y A business firmwhich nakes contri butions to a chil d-

care facility not owned or operated by the business firm shal

be eliqgible for the tax credit if the follow ng requirenents are

nmet :

(1) The child-care facility has been issued a valid |license

by the Departnent of Public Wl fare.

(2) At least fifty per cent of the enployes utilizing the

child-care facility are not individuals who own nore than ten

per cent of the business firm

(3) The child-care program equitably benefits groups of

enpl oyes who qualify under a classification set up by the

busi ness firmwhich is not discrimnatory in favor of officers,

shar ehol ders, owners or their dependents.

Section 1904-B. Calculation of Credit.--(a) The anount of

the tax credit available to a business firmwhich qualifies

under this article and operates its own not-for-profit child-

care facility shall be equal to twenty-five per cent of the net

costs of the child-care facility.

(b) The anmpbunt of the tax credit available to a busi ness

firmwhich qualifies under this article and contri butes to a

child-care facility not owned or operated by the business firm

shall be equal to twenty-five per cent of the contributions nmade

by the business firmto the child-care facility.

(c) The annual credit all owed under this section shall not

exceed twenty-five thousand doll ars ($25,000) per business firm
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Secti on 1905-B. Taxes Against Wihich Credit May Be Taken. - -

(a) Except as provided in subsection (b), the tax credits

provided for in this article may be appli ed agai nst any tax due

under Article 111, IV, VI, VII, VIIl, I X or XV of this act.

(b) The tax credits provided for in this article shall not

be appli ed agai nst enpl oyer w t hhol di ng taxes required under

Article Ill of this act.

Secti on 1906- B. Powers and Duties.--(a) The Departnent of

Revenue, in cooperation with the Departnment of Public Wl fare,

shall adm ni ster the provisions of this article, pronul gate

appropriate rules, requlations and forns for that purpose and

make such determ nati ons as nay be required.

(b)Y Child-care tax credits nmay be cl ai ned only upon

presentati on of an authorizing certificate. Certificates will be

i ssued to a business firmupon presentati on to the Departnent of

Public Welfare of evidence of eligibility under this article.

(c) The Secretary of Public Wel fare and the Secretary of

Revenue shall submt an annual report to the General Assenbly

i ndicating the effecti veness of the credit provided by this act

no later than March 15 following the year in which the credits

were i ssued. The report shall include the nunber of taxpayers

utilizing the credit as of the date of the report and the anpunt

of credits issued and utilized. The report may al so i ncl ude any

reconmendati ons for changes in the cal cul ati on or adm ni strati on

of the credit.

Secti on 1907- B. Limtations.--The total anount of chil d-care

credits authorized by this article shall not exceed twenty-five

mllion dollars ($25,000,000) in any fiscal year. The Depart nent

of Public Wel fare shall pronul gate requl ati ons to i ssue

certificates and avoid certificate i ssuances in excess of the
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1 naxinum authorized anount for_any fiscal year.

2 Section 1908-B. Tine Periods for Earning and Using

3 Credits.--Child-care credits may be issued for net costs or

4 contributions occurring on or after January 1, 2003, and before
5 January 1, 2008. Child-care credits issued may be cl ai ned

6 against taxes payable for tax years beginning on or after

7 January 1, 2004, and before January 1, 2010.

8 Section 4. Al acts and parts of acts are repeal ed insofar
9 as they are inconsistent with this act.
10 Section 5. This act shall apply to tax years begi nning on or
11 after January 1, 2003.
12 Section 6. This act shall take effect imediately.
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