PRI OR PRI NTER S NOS. 4242, 4708 PRINTER S NO. 4844

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 27 7455

| NTRODUCED BY REED, ALLEN, BAKER, BENNI NGHOFF, BOYD, BUNT,
BUXTON, CALTAG RONE, CAPPELLI, CAUSER, FAI RCHH LD, G NGRI CH,
GODSHALL, KENNEY, MAI TLAND, MARKOSEK, R M LLER, MJSTI G
NAI LOR, NI CKCL, PAYNE, PERZEL, PETRI, PICKETT, QUI GLEY,
ROBERTS, SAI NATO, R STEVENSON, T. STEVENSQN, THOVAS, TURZAI,
WANSACZ, YOUNGBLOOD, MUNDY, E. Z. TAYLOR ZUG GOCDMAN,
CLYMER, TANGRETTI, SAYLOR, GEI ST, HASAY, HESS, ADOLPH
RAYMOND, DENLI NGER AND W LT, JUNE 15, 2006

AS AVENDED ON THI RD CONSI DERATI ON, HOUSE OF REPRESENTATI VES,
OCTOBER 18, 2006

AN ACT

1 Anending the act of March 4, 1971 (P.L.6, No.2), entitled "An

2 act relating to tax reformand State taxation by codifying

3 and enunerating certain subjects of taxation and inposing

4 t axes thereon; providing procedures for the paynent,

5 col l ection, adm nistration and enforcenent thereof; providing

6 for tax credits in certain cases; conferring powers and

7 i mposi ng duties upon the Departnent of Revenue, certain

8 enpl oyers, fiduciaries, individuals, persons, corporations
and other entities; prescribing crinmes, offenses and
penal ties,” further providing, in bank and trust conpany

of United States obligations; AND PROVI DI NG FOR A SVALL <—

9
10
11 shares tax, for ascertai nment of taxable amount and excl usion
i% BUSI NESS HEALTH CARE TAX CREDI T.

14 The General Assenbly of the Conmonweal th of Pennsyl vani a

15 hereby enacts as foll ows:

16 Section 1. Section 701.1 of the act of March 4, 1971 (P.L.6,
17 No.2), known as the Tax Reform Code of 1971, anended June 16,

18 1994 (P.L.279, No.48), is anended to read:

19 Section 701.1. Ascertainnent of Taxable Anmount; Exclusion of

20 United States nligations.--(a) The taxable anmount of shares
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shall be ascertained and fixed by addi ng together the val ue

det erm ned under subsection (b) for the current and preceding
five years and dividing the resulting sumby six. If an
institution has not been in existence for a period of six years,
t he taxabl e amount of shares shall be ascertained and fixed by
addi ng toget her the val ues determ ned under subsection (b) for

t he nunber of years the institution has been in existence and
dividing the resulting sum by such nunber of years.

(b) The value for each year required by subsection (a) shal
be determ ned by addi ng together the book val ue of capital stock
paid in, the book value of the surplus and the book val ue of
undi vided profits with a deduction fromthe total thereof of an
anount equal to the same percentage of such total as the book
val ue of obligations of the United States bears to the book

val ue of the total assets[.], except that for shares assessed as

of January 1, 2007, and thereafter, any goodwi |l recorded as a

result of the use of purchase accounting for an acqui sition or

conbi nati on as described in this section and occurring after

June 30, 2001, nmy be disregarded in determ ni ng the book val ue

of total assets and the deducti on provided for obligati ons of

the United States for the six-year period described in

subsection (a). For purposes of this subsection, book val ues and

deductions for United States obligations for each year shall be
determ ned by the Reports of Condition for each cal endar quarter
of the precedi ng cal endar year in accordance with the

requi renents of the Board of Governors of the Federal Reserve
System the Conptroller of the Currency, the Federal Deposit

I nsurance Corporation or other applicable regulatory authority;
and book val ues shall be averaged as cal cul ated by averagi ng

book val ues as determ ned by such Reports of Condition. For
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pur poses of this article, United States obligations shall be
obligations comng within the scope of 31 U S.C. 8§ 3124. For any
year in which an institution does not file four quarterly
Reports of Condition, book val ues and deductions for United
States obligations shall be determ ned by addi ng together the
book val ues and deductions for United States obligations from
each quarterly Reports of Condition filed for such year and
dividing the resulting suns by the nunber of such Reports of
Condition. In the case of institutions which do not file such
Reports of Condition, book values shall be determ ned by
general |y accepted accounting principles as of the end of each
cal endar quarter. For any year in which an institution which
does not file Reports of Condition is not in existence for four
guarters, the book value for that year shall be determ ned by
addi ng toget her the book val ues for each quarter in which the
institution was in existence and dividing by that nunber of
gquarters. For purposes of this section, a partial year shall be
treated as a full year.

(c) For purposes of this section:

(1) a nere change in identity, formor place of organization
of one institution, however effected, shall be treated as if a
single institution had been in existence prior to as well as
after such change; and

(2) the conbination of two or nore institutions into one
shall be treated as if the constituent institutions had been a
single institution in existence prior to as well as after the
conbi nati on and the book val ues and deductions for United States
obligations fromthe Reports of Condition of the constituent
institutions shall be conbi ned. For purposes of [the preceding

sentence] this section, a conbination shall include any
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acquisition required to be accounted for [by the surviving

institution under the pooling of interest nethod] by using the

pur chase nethod in accordance with generally accepted accounti ng

principles or a statutory nmerger or consolidation.
SECTION 2. THE ACT | S AMENDED BY ADDI NG AN ARTI CLE TO READ:
ARTICLE XVI1-D

SVALL BUSI NESS HEALTH CARE TAX CREDI T

SECTION 1701-D. _SCOPE.

TH S ARTICLE RELATES TO HEALTH CARE TAX CREDI TS.

SECTI ON 1702-D. DEFI NI Tl ONS.

THE FOLLOW NG WORDS AND PHRASES WHEN USED IN THI S ARTICLE

SHALL HAVE THE MEANINGS G VEN TO THEM IN THI' S SECTI ON UNLESS THE

CONTEXT CLEARLY | NDI CATES OTHERW SE:

"DEPARTMENT. " THE DEPARTMENT OF REVENUE OF THE COVIVONWEALTH.

"HEALTH CARE BENEFITS." AN ENTI TLEMENT PROVI DED TO AN

EMPLOYEE | N ACCORDANCE W TH A WAGE AGREEMENT THAT PROVI DES

PREVENTI ON, TREATMENT AND NMANAGEMENT OF | LLNESS AND THE

PRESERVATI ON OF  MENTAL HEALTH AND PHYSI CAL VELL- BEI NG THROUGH

THE SERVI CES OFFERED BY THE MEDI CAL AND ALLI ED HEALTH

PROFESSI ONS.

"PASS- THROUGH ENTITY." ANY OF THE FOLLOW NG

(1) A PARTNERSHI P, LIMTED PARTNERSH P, LI M TED

LIABILITY COVPANY, BUSINESS TRUST OR OTHER UNI NCORPORATED

ENTI TY THAT FOR FEDERAL | NCOMVE TAX PURPOSES |S TAXABLE AS A

PARTNERSHI P.

(2) A PENNSYLVANIA S CORPORATI ON.

"QUALIFIED TAX LIABILITY." THE LIABILITY FOR TAXES | MPCSED

UNDER ARTICLE 111, TV ORVI. THE TERM SHALL | NCLUDE THE

LIABILITY FOR TAXES | MPOSED UNDER ARTICLE 11 _ON AN OMNER COF A

PASS- THROUGH ENTI TY.
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"SECRETARY. " THE SECRETARY OF REVENUE OF THE COVMMONWEALTH.

"SMALL BUSINESS." AN EMPLOYER VWHO, ON AT LEAST 50% OF I TS

VWORKI NG DAYS DURI NG THE TAXABLE YEAR, EMPLOYED NO MORE THAN 100

EMPLOYEES.

"TAX CREDIT." ~THE SMALL BUSI NESS HEALTH CARE TAX CREDI T

AUTHORI ZED UNDER THI S ARTI CLE.

"TAXPAYER. " AN ENTITY SUBJECT TO TAX UNDER ARTICLE |11, IV

OR VI. THE TERM SHALL | NCLUDE THE SHAREHOL.DER, OWNER OR MEMBER

OF A PASS- THROUGH ENTITY THAT RECEIVES A TAX CREDIT.

SECTION 1703-D. CREDIT FOR SMALL BUSI NESS HEALTH CARE.

(A)  APPLI CATION. --A TAXPAYER WVHO IS A SVALL BUSI NESS AND

PROVI DES HEALTH CARE BENEFI TS I N A TAXABLE YEAR MAY APPLY FOR A

TAX CREDIT _AS PROVIDED IN TH S ARTI CLE. BY SEPTEMBER 15, A

TAXPAYER MUST SUBM T AN APPLI CATI ON TO THE DEPARTMENT FOR HEALTH

CARE BENEFI TS I NCURRED IN THE TAXABLE YEAR THAT ENDED I N THE

PRI OR CALENDAR YEAR

(B) AMOUNT. - - A TAXPAYER THAT 1S QUALI FI ED UNDER SUBSECTI ON

(A) SHALL RECEIVE A TAX CREDIT FOR THE TAXABLE YEAR I N THE

AMOUNT EQUAL TO 50% OF THE AMOUNT OF EXPENSES | NCURRED BY A

SVALL BUSI NESS FOR PROVI DI NG HEALTH CARE BENEFI TS TO I TS

EMPLOYEES, BUT NO MORE THAN $1, 000 PER EMPLOYEE RECEI VI NG HEALTH

CARE BENEFI TS.

(©) _NOTI FI CATI ON. - - BY DECEMBER 15 OF THE CALENDAR YEAR

FOLLON NG THE CLOSE OF THE TAXABLE YEAR DURI NG WHI CH THE HEALTH

CARE EXPENSE WAS | NCURRED BY THE SMALL BUSI NESS, THE DEPARTMENT

SHALL NOTI FY THE TAXPAYER OF THE AMOUNT OF THE TAXPAYER S TAX

CREDI T_APPROVED BY THE DEPARTMENT.

SECTI ON 1704-D. ~CARRYOVER, CARRYBACK, REFUND AND ASS| GNVENT OF

(A)  CARRYOVER --1F THE TAXPAYER CANNOT USE THE ENTI RE AMOUNT
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OF THE TAX CREDIT FOR THE TAXABLE YEAR IN VHI CH THE TAX CREDI T

| S FIRST APPROVED, THEN THE EXCESS MAY BE CARRI ED OVER TO

SUCCEEDI NG TAXABLE YEARS AND USED AS A CREDI T AGAI NST THE

QUALI FIED TAX LIABILITY OF THE TAXPAYER FOR THOSE TAXABLE YEARS.

EACH TIME THAT THE TAX CREDIT IS CARRI ED OVER TO A SUCCEEDI NG

TAXABLE YEAR, IT IS TO BE REDUCED BY THE AMOUNT THAT WAS USED AS

A CREDIT DURI NG THE | MVEDI ATELY PRECEDI NG TAXABLE YEAR. THE TAX

CREDI T _MAY BE CARRI ED OVER AND APPLI ED TO SUCCEEDI NG TAXABLE

YEARS FOR NO MORE THAN 15 TAXABLE YEARS FOLLOW NG THE FI RST

TAXABLE YEAR FOR WHI CH THE TAXPAYER WAS ENTI TLED TO CLAI M THE

(B) APPLI CATION.--A TAX CREDI T APPROVED BY THE DEPARTNMENT

FOR SVALL BUSI NESS HEALTH CARE TAX CREDIT IN A TAXABLE YEAR

FIRST SHALL BE APPLI ED AGAI NST THE TAXPAYER S QUALI FI ED TAX

LIABILITY FOR THE CURRENT TAXABLE YEAR AS OF THE DATE ON WH CH

THE CREDI T_WAS APPROVED BEFORE THE TAX CREDIT |IS APPLI ED AGAI NST

ANY TAX LI ABI LI TY UNDER SUBSECTI ON (A).

(€ UNUSED CREDIT.--A TAXPAYER IS NOT_ENTI TLED TO ASSI G\,

CARRY BACK OR OBTAIN A REFUND OF AN UNUSED TAX CREDIT.

SECTI ON 1705-D. ~SHAREHOLDER, OMER OR MEMBER PASS- THROUGH.

(A)  SHAREHOLDER CREDIT.--1F A PENNSYLVANI A S CORPCORATI ON

DCES NOT HAVE AN ELI G BLE TAX LIABILITY AGAINST WH CH THE TAX

CREDI T _NMAY BE APPLIED, A SHAREHO.DER OF THE PENNSYLVANIA S

CORPORATION IS ENTITLED TO A TAX CREDIT EQUAL TO THE TAX CREDI T

DETERM NED FOR THE PENNSYLVANI A S CORPORATI ON FOR THE TAXABLE

YEAR MULTI PLI ED BY THE PERCENTAGE OF THE PENNSYLVANI A S

CORPORATI ON' S DI STRI BUTI VE | NCOMVE TO VWH CH THE SHAREHOLDER | S

ENTI TLED.

(B) PASS-THROUGH ENTITY CREDIT. --1F A PASS- THROUGH ENTI TY

OTHER THAN A PENNSYLVANI A S CORPORATI ON DOES NOT HAVE AN
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ELIG BLE TAX LIABILITY AGAINST WH CH THE TAX CREDI T NAY BE

APPLI ED, AN OMNER OR MEMBER OF THE PASS- THROUGH ENTITY IS

ENTI TLED TO A TAX CREDIT EQUAL TO THE TAX CREDI T DETERM NED FOR

THE PASS- THROUGH ENTI TY FOR THE TAXABLE YEAR MULTI PLI ED BY THE

PERCENTAGE OF THE PASS- THROUGH ENTI TI ES' DI STRI BUTI VE | NCOVE TO

VH CH THE OWNER OR MEMBER |'S ENTI TLED.

(©) ADDITIONAL CREDIT.--THE CREDI T PROVI DED UNDER SUBSECTI ON

(A) OR(B) ISINADD TION TO ANY TAX CREDIT TO WHICH A

SHAREHOLDER, OMER OR MEMBER OF A PASS- THROUGH ENTITY IS

OTHERW SE _ENTI TLED UNDER THI S ARTI CLE. HOWEVER, A PASS- THROUGH

ENTI TY AND A SHAREHOLDER, OMER OR MEMBER OF A PASS- THROUGH

ENTITY MAY NOT CCAIM A CREDIT UNDER THI S ARTICLE FOR THE SAME

SVALL BUSI NESS HEALTH CARE TAX CREDIT.

SECTI ON 1706-D. REPORT TO GENERAL ASSEMBLY.

THE SECRETARY SHALL SUBM T AN ANNUAL REPORT TO THE GENERAL

ASSEMBLY | NDI CATI NG THE EFFECTI VENESS OF THE CREDI T PROVI DED BY

TH' S ARTICLE NO LATER THAN MARCH 15 FOLLOWN NG THE YEAR I N VWHI CH

THE CREDI TS WERE APPROVED. THE REPORT SHALL | NCLUDE THE NAMES OF

ALL TAXPAYERS UTILIZING THE CREDIT AS OF THE DATE OF THE REPORT

AND THE AMOUNT OF CREDI TS APPROVED AND UTI LI ZED BY EACH

TAXPAYER. NOTW THSTANDI NG ANY LAW PROVI DI NG FOR THE

CONFI DENTIALITY OF TAX RECORDS, THE | NFORVATI ON CONTAI NED IN THE

REPORT SHALL BE PUBLI C | NFORMATI ON. THE REPORT NMAY_ ALSO | NCLUDE

ANY RECOMVENDATI ONS FOR CHANGES I N THE CALCULATI ON OR

ADM NI STRATI ON OF THE CREDI T.

SECTION 1707-D. ~REGULATI ONS.

THE SECRETARY SHALL PROMULGATE REGULATI ONS NECESSARY FOR THE

| MPLEMENTATI ON AND ADM NI STRATION OF THI S ARTI CLE.

SECTION 3. THE ADDI TION OF ARTICLE XVI|-D OF THE ACT SHALL
APPLY TO TAXABLE YEARS BEG NNI NG AFTER DECEMBER 31, 2006.

20060H2774B4844 - 7 -



1 Section 2 4. This act shall take effect

2 Decenber 31, 2006, whi chever

FOL72DMS/ 20060H2774B4844

i S sooner.

in 60 days or



