PRI OR PRINTER S NO. 246 PRINTER S NO. 1410

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 220 %%

I NTRODUCED BY REED, TURZAI, HUTCHI NSON, BOYD, ALLEN, ARMSTRONG

BAKER, BALDW N, BARRAR, BUNT, CAPPELLI, CLYMER, CRAHALLA,
CREI GHTON, DALLY, ELLIS, FAIRCH LD, FEESE, FRANKEL, CEl ST,
GECORCE, G NGRI CH, GOCDMAN, HARPER, HERMAN, HERSHEY,

H CKERNELL, KENNEY, KILLION, LEH MA@ LL, MILHATTAN,
METCALFE, S. MLLER, O NEILL, PICKETT, REICHLEY, SAYLOR
SCHRCDER, SEMMEL, STEIL, R STEVENSON, T. STEVENSQON,

E. Z. TAYLOR THOVAS, Tl GUE, WANSACZ, WASHI NGTON, W LT,
VWRI GHT AND YOUNGBLOOD, FEBRUARY 8, 2005

AS

AMENDED ON THI RD CONSI DERATI ON, HOUSE OF REPRESENTATI VES,
MARCH 29, 2005
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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," EXCLUDI NG THE PURCHASE PRI CE OF ELECTRIC <—

VEHI CLES, HYBRI D ELECTRI C VEH CLES AND ZERO EM SSI ON VEHI CLES
FROM THE SALES AND USE TAX; PROVI DI NG FOR CONTRI BUTI ONS TO

M LI TARY FAM LY RELI EF THROUGH | NDI VI DUAL | NCOVE TAX RETURNS;
AND est abl i shing a career devel opnent tax credit.

The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:

SECTION 1. SECTION 204 OF THE ACT OF MARCH 4, 1971 (P.L.6, <—
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NO. 2), KNOW AS THE TAX REFORM CODE OF 1971, 1S AMENDED BY
ADDI NG A CLAUSE TO READ:

SECTI ON 204. EXCLUSI ONS FROM TAX. --THE TAX | MPOSED BY
SECTI ON 202 SHALL NOT BE | MPOSED UPON ANY OF THE FOLLOW NG

* * %

(47.1) (1) THE PURCHASE PRI CE OF THE SALE AT RETAIL OR USE

OF ELECTRIC VEHICLES, HYBRI D ELECTRI C VEH CLES AND ZERO EM SS| ON

VEH CLES AS DEFINED IN 75 PA.C.S. 8 102 (RELATING TO

DEFI NI TIONS). THE DEPARTMENT SHALL PROMULGATE RULES AND

REGULATI ONS TO ENFORCE THI S EXEMPTI ON.

(1) THE SALE AT RETAIL OR USE OF PONER UNITS FOR VEHI CLES

THAT ARE EXEMPT UNDER SUBCLAUSE (1).

(I1'1)y TH'S CLAUSE SHALL EXPI RE_FI VE YEARS FROM THE EFFECTI VE

DATE OF TH S CLAUSE.

* * %

SECTION 2. THE ACT IS AMENDED BY ADDI NG A SECTI ON TO READ:
SECTI ON 315.8. CONTRIBUTIONS TO M LITARY FAM LY RELIEF. --(A

THE DEPARTMENT SHALL PROVI DE A SPACE ON THE PENNSYLVAN A

I NDI VI DUAL | NCOVE TAX RETURN FORM VHEREBY AN | NDI VI DUAL NAY

VOLUNTARI LY DESI GNATE A CONTRI BUTI ON OF ANY AMOUNT DESI RED TO BE

UTILIZED FOR M LI TARY FAM LY RELI EF THROUGH THE DEPARTMENT OF

M LI TARY AND VETERANS AFFAI RS.

(B) THE AMOUNT SO DESI GNATED ON THE | NDI VI DUAL | NCOVE TAX

RETURN FORM SHALL BE DEDUCTED FROM THE TAX REFUND TO WHI CH THE

INDIVIDUAL IS ENTITLED AND SHALL NOT CONSTI TUTE A CHARGE AGAI NST

THE | NCOVE_TAX REVENUES DUE TO THE COVMONWEALTH.

(C©) THE DEPARTMENT SHALL DETERM NE ANNUALLY THE TOTAL AMOUNT

DES|I GNATED UNDER THI' S SECTI ON, LESS REASONABLE ADM NI STRATI VE

COSTS, AND SHALL REPORT THE AMOUNT TO THE STATE TREASURER WHO

SHALL TRANSFER THE AMOUNT FROM THE GENERAL FUND TO THE M LI TARY

20050H0220B1410 - 2 -
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FAM LY RELI EF_ ACCOUNT, A RESTRI CTED ACCOUNT WHI CH | S HEREBY

ESTABLI SHED W THI N THE GENERAL FUND FOR THE PURPOSE OF PROVI DI NG

FOR M LITARY FAM LY RELI EF THROUGH THE DEPARTMENT OF M LI TARY

AND VETERANS AFFAI RS.

(D) (1) THE DEPARTMENT SHALL PROVI DE ADEQUATE | NFORVATI ON

CONCERNI NG THE CHECKOFF FOR M LITARY FAMLY RELIEF IN I TS

I NSTRUCTI ONS WHI CH ACCOVPANY PENNSYLVANI A | NDI VI DUAL | NCOVE TAX

RETURN FORMS. THE | NFORVATI ON CONCERNI NG THE CHECKOFF_SHALL

I NCLUDE THE LI STI NG OF AN ADDRESS FURNI SHED BY THE DEPARTMENT OF

M LI TARY AND VETERANS AFFAI RS TO WHI CH CONTRI BUTI ONS NMAY BE SENT

BY TAXPAYERS W SHI NG TO CONTRI BUTE TO THI S EFFORT BUT VWHO DO NOT

RECEI VE REFUNDS.

(2) THE DEPARTMENT OF M LI TARY AND VETERANS AFFAI RS SHALL

CONDUCT_A PUBLI C | NFORVATI ON CAMPAI GN ON THE AVAI LABI LI TY OF

TH' S OPPORTUNI TY TO PENNSYLVANI A TAXPAYERS AND DI STRI BUTE THESE

FUNDS AS M LITARY FAMLY RELIEF AT THE DI SCRETI ON OF THE

ADJUTANT GENERAL TO MEMBERS AND FAM LI ES OF THE PENNSYLVAN A

NATI ONAL GUARD.

(E) THE DEPARTMENT OF M LI TARY AND VETERANS AFFAI RS SHALL

REPORT ANNUALLY TO THE RESPECTI VE COWM TTEES OF THE SENATE AND

THE HOUSE OF REPRESENTATI VES VH CH HAVE JURI SDI CTI ON OVER THE

PENNSYLVANI A NATI ONAL  GUARD ON THE AMOUNT RECEI VED FROM THE

CHECKOFF FOR M LITARY FAM LY RELI EF AND HOW THE FUNDS WV\ERE

UTI LI ZED.

SECTION 3. THE ACT IS AMENDED BY ADDI NG AN ARTI CLE TO READ:
ARTICLE XVII-D

CAREER DEVELOPMENT TAX CREDI T

Section 1701-D. Short title of article.

This article shall be known and nay be cited as the Career

Devel opnent Tax Credit Act.

20050H0220B1410 - 3 -
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Secti on 1702-D. Definitions.

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

shal|l have the neanings given to themin this section unless the

context clearly indicates ot herw se:

"Career devel opnent tax credit" or "tax credit." The credit

provi ded under this article.

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

"Nonqual i fied individual."

(1) An individual who is one of the foll ow ng:

(i) an officer of a business entity;

(ii) a nenber or sharehol der owni ng nore than 5% of

the voting power or value of all classes of stock of a

busi ness entity; or

(iii) an individual who, for the precedi ng taxable

year:

(A) received conpensation froman enpl oyer in

excess of the Federal limtation, after adjustnent by

the Secretary of the United States Treasury for

inflation, set forth in section 414(q)(1)(B) of the

I nternal Revenue Code of 1986 (Public Law 99-514, 26

U.S.C. 8 414(qg)(1)(B); or

(B) is in the group consisting of the top 20% of

all full-tinme enpl oyees of the enployer with at | east

three years of service when ranked on the basis of

conpensation paid during the taxable year.

(2) A partner or self-enpl oyed individual.

(3) A physician.

(4) A veterinarian.

(5) An attorney.

(6) An executive.

20050H0220B1410 - 4 -



1 "Nonqualified training expense." Al of the follow ng:

2 (1) Expenditures either reinbursed or subject to

3 rei mbursenent through any Federal or State training program
4 (2) Federal, State or local grants or other paynents to
5 provide training or retraining.

6 (3) Capital expenses.

7 (4) Equipnent, materials and software used beyond the

8 trai ning program

9 (5) Expenses for out-of-State travel.

10 (6) Convention or conference expenses, unless directly
11 related to a qualified career devel opnent training program
12 "Qualified career devel opnent training program"”™ A training
13 programthat is certified by the Departnent of Labor and

14 |Industry as neeting recogni zed industry standards, designed to
15 neet the special requirenents of an enployer, and conducted wth
16 a conmitnent by the enployer to continue to enploy an individual
17 on successful conpletion of the training. The term does not

18 include the follow ng:

19 (1) Any programin which 50%or nore of the enployee's
20 time is spent on activities other than those directly related
21 to the training program
22 (2) An executive training program
23 (3) A personal enrichnment program
24 (4) A general health program
25 (5) A seminar _or conference unless directly related to
26 t he enpl oyee's job requirenents.
27 "Qualified enployee.” A Commonwealth resident who is

28 enployed in this Commonweal th by a taxpayer and who aver ages at

29 J|least 30 hours of work per week at the tine trai ni ng conmences

30 and for a period of 12 nonths foll owi ng the enpl oyee's

20050H0220B1410 - 5 -
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conpl etion of the qualified career devel opnent program The term

excludes an individual who is a nonqualified individual.

"Qualified tax liability." The liability for taxes inposed

under Article Il1—+Vor—VW (RELATING TO PERSONAL | NCOVE TAX), <—

|V (RELATI NG TO CORPORATE NET I NCOVE TAX) OR VI (RELATING TO

CAPI TAL STOCK-- FRANCHI SE TAX). The termincludes the liability

for taxes i nposed under Article IlIl on a sharehol der of a

Pennsyl vania S cor porati on.

"Qualified trai ni ng expense." Wages paid to a qualified

enpl oyee during nornal wor ki ng hours while participating in a

qual i fi ed career devel opnent trai ning program The term i ncl udes

preskill and postskill assessnent, direct costs of instructors,

instructional materials, instructional supplies, instructional

medi a, necessary trai ni ng equi pnent, tuition reinbursenent,

travel costs to and fromclass and other instructi onal

activities. The term excludes nonqualified traini ng expense.

"Secretary." The Secretary of Revenue of the Commobnweal t h.
"Taxpayer." An entity that is engaged in the busi ness of
manuf act uri ng and subject to tax under Article ||| —MVor M <—

(RELATI NG TO PERSONAL | NCOVE TAX), 1V (RELATING TO CORPORATE NET <—

| NCOVE TAX) OR VI (RELATING TO CAPI TAL STOCK- - FRANCHI SE TAX) .

The term i ncl udes the sharehol der of a Pennsylvania S

corporation that receives a career devel opnent tax credit or the

menber of a limted liability conpany that receives a career

devel opnent tax credit.

Section 1703-D. Tax credit for qualified traini ng expenses.

(a) GCeneral rule.--A taxpayer who incurs qualified training

expenses in a taxable year nay apply for a career devel opnent

tax credit as provided in this article. By Septenber 15, a

t axpayer must subnit an application to the departnent for

20050H0220B1410 - 6 -
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qualified traini ng expense incurred in the taxabl e year that

ended in the prior cal endar year.

(b) Anmpunt of tax credit.--A taxpayer that is qualified

under subsection (a) shall receive a career devel opment tax

credit for the taxable year in the anount of 25% of the

taxpayer's total qualified trai ni ng expense for the taxable

year.

(c) Notification of approved tax credit.--By Decenber 15 of

the cal endar year followi ng the close of the taxable year during

whi ch the Pennsyl vania qualified traini ng expense was i ncurred,

the departnment shall notify the taxpayer of the anount of the

t axpayer's career devel opnent tax credit approved by the

depart nent.

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

tax credit.

(a) GCeneral rule.--1f the taxpayer cannot use the entire

anount of the career devel opnent tax credit for the taxabl e year

in which the career devel opnent tax credit is first approved,

then the excess nay be carried over to succeedi ng taxabl e years

and used as a credit against the qualified tax liability of the

t axpayer for those taxable years. Each tine that the career

devel opnent tax credit is carried over to a succeedi ng taxabl e

vear, it is to be reduced by the anpbunt that was used as a

credit during the i nmedi ately precedi ng taxabl e year. The career

devel opnent tax credit provided by this article may be carri ed

over and applied to succeedi ng taxable years for no nore than 15

taxabl e years following the first taxable year for which the

t axpayer was entitled to claimthe credit.

(b)Y Taxable year in which tax credit applied.--A career

devel opnent tax credit approved by the departnent for qualified

20050H0220B1410 - 7 -
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trai ni ng expenses in a taxable year first shall be applied

agai nst the taxpayer's qualified tax liability for the current

t axabl e year as of the date on which the credit was approved

before the career devel opnent tax credit is applied agai nst any

tax liability under subsection (a).

(c) Limtation.--A taxpayer is not entitled to carry back or

obtain a refund of an unused career devel opnent tax credit.

Section 1705-D. Tine limtations.

A taxpayer is not entitled to a career devel opnent tax credit

for qualified trai ni ng expenses incurred in taxable years endi ng

after Decenber 31, 2009.

Secti on 1706-D. Limtation on tax credits.

(a) GCeneral rule.--The total anpunt of career devel opnent

tax credits approved by the departnent shall not exceed

$20, 000,000 in any fiscal year.

(b)Y Proration required.--If the total anount of career

devel opnent tax credits applied for by all taxpayers exceeds the

anount al |l ocated for those credits, then the career devel opnent

tax credit to be received by each applicant shall be prorated by

t he department anpng all applicants who have qualified for the

tax credit.

Section 1707-D. Pennsyl vania S corporati on shar ehol der pass-

(a) GCeneral rule.--1f a Pennsylvania S corporation does not

have an eligible tax liability agai nst which the career

devel opnent tax credit nmay be applied, a sharehol der of the

Pennsyl vania 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 the percentage of the

Pennsyl vania S corporation's distributive i ncone to which the

20050H0220B1410 - 8 -
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sharehol der is entitl ed.

(b)Y Operation of tax credit.--The career devel opnent tax

credit provided under subsection (a) is in addition to any

career devel opnment tax credit to which a sharehol der of a

Pennsyl vania S corporation is otherwise entitled under this

article. However, a Pennsylvania S corporation and a shar ehol der

of a Pennsylvania S corporation may not claima tax credit for

the sane qualified trai ni ng expense.

Secti on 1708-D. Pennsylvania limted liability conpany nmenber

pass-t hr ough.

(a) GCeneral rule.--1f alimted liability conpany does not

have an eligible tax liability agai nst which the career

devel opnent tax credit may be applied, a nenber of the limted

liability conpany is entitled to a tax credit equal to the tax

credit determned for the limted liability conpany for the

taxabl e year nultiplied by the percentage of the limted

liability conpany's distributive incone to which the nenber is

entitl ed.

(b)Y Operation of tax credit.--The career devel opnent tax

credit under subsection (a) is in addition to any career

devel opnent tax credit to which a nenber of alimted liability

conpany is otherwise entitled under this article. Alimted

liability conpany and a nenber of a limted liability conpany

may not claima tax credit for the sane qualified training

Secti on 1709-D. Recapture of credit.

(a) GCeneral rule.--1f an enpl oyee for whoma credit has been

awar ded does not nmami ntain continuous enpl oynent with the

t axpayer for a period of 12 nonths foll owi ng the conpl eti on of

the qualified career devel opnent trai ni ng program the

20050H0220B1410 - 9 -



© 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

departnent shall recapture any credit awarded to the taxpayer

for the qualified training expense of that enpl oyee.

(b)Y Nonapplicability.--This section shall not apply if the

enpl oyee:
(1) is deceased;

(2) is disabled;

(3) voluntarily | eaves enpl oynent; or

(4) is discharged for cause as certified by the

Departnment of Labor and | ndustry.

Section 1710-D. Report to General Assenbly.

The secretary shall submt an annual report to the General

Assenbly indicating the effecti veness of the career devel opnent

tax credit no later than March 15 following the year in which

the tax credits were approved. The report shall include the

nanmes of all taxpayers utilizing the tax credit as of the date

of the report and the anount of tax credits approved and

utilized by each taxpayer. Notw thstandi ng any | aw providi ng for

the confidentiality of tax records, the informati on contained in

the report shall be public infornmation. The report may al so

i ncl ude any recommendati ons for changes in the cal cul ati on or

admini stration of the tax credit.

Section 1711-D. Terni nati on.

The departnment shall not approve a career devel opnent tax

credit for taxable years endi ng after Decenber 31, 2009.

Section 1712-D. Regul ati ons.

The secretary shall pronul gate requl ati ons necessary for the

i mpl enentation and adnmini stration of this article.

) . hi hall I N ) -
after DPecenber—31—2004—

) . hi hall I ‘g ) i ™
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SECTION 4. TH S ACT SHALL APPLY AS FOLLOWG:

(1) THE ADDI TI ON OF SECTION 315.8 OF THE ACT SHALL APPLY
TO TAX RETURNS FI LED FOR TAXABLE YEARS COMMENCI NG AFTER
DECEMBER 31, 2004.

(2) THE ADDI TI ON OF ARTICLE XVII1-D OF THE ACT SHALL
APPLY TO TAXABLE YEARS COMVENCI NG AFTER DECEMBER 31, 2004.
SECTION 5. TH S ACT SHALL TAKE EFFECT AS FOLLOWE:

(1) THE AVENDMENT OF SECTI ON 204 OF THE ACT SHALL TAKE

© o0 N oo o A~ wWw N P

EFFECT I N 60 DAYS.
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(2) THE ADDI TI ON OF SECTI ON 315.8 AND ARTI CLE XVII-D OF

=
=

THE ACT SHALL TAKE EFFECT | MVEDI ATELY.

=
N

(3) SECTION 4 OF THIS ACT SHALL TAKE EFFECT | MVEDI ATELY.

=
w

(4) TH'S SECTI ON SHALL TAKE EFFECT | MVEDI ATELY.
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