PRI OR PRINTER S NO. 1218 PRINTER S NO. 1961

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1062 %

| NTRODUCED BY BOYD, SCAVELLO, DeWEESE, CAPPELLI, CALTAG RONE,
HARRI S, TRUE, CAWEY, NAILOR, BAKER, ROSS, HENNESSEY,
REI CHLEY, CRAHALLA, T. STEVENSON, CGRELL, HARHAI, RAPP
ARMSTRONG, Kl RKLAND, BARRAR, JAMES, SCHRODER, FRANKEL,
BALDW N, MANDERI NO, TURZAI, E. Z. TAYLOR, H CKERNELL,
GOCDMVAN, KI'LLION, MANN, GABI G RUBLEY, YOUNGBLOOD AND
YUDI CHAK, MARCH 21, 2005

AS REPORTED FROM COWM TTEE ON FI NANCE, HOUSE OF REPRESENTATI VES,
AS AVENDED, MAY 11, 2005

AN ACT

1 Providing for a tax credit programto support comrunity-based

2 mental retardation services in this Commonwealth.

3 The CGeneral Assenbly finds and declares as foll ows:

4 (1) In July 1999, the Suprene Court issued the A nstead

5 v. L.C. decision that clearly chall enges Federal, state and

6 | ocal governnents to devel op nore opportunities for

7 i ndividuals with disabilities through nore accessible systens

8 of cost-effective comunity-based servi ces.

9 (2) The A nstead decision interpreted Title Il of the
10 Americans with Disabilities Act of 1990 (Public Law 101-336,
11 104 Stat. 327) and its inplenmenting regulation, requiring
12 states to admi nister their services, prograns and activities
13 in the nost integrated setting appropriate to the needs of
14 qualified individuals with disabilities.

15 (3) In Pennsylvania, services for individuals with
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mental retardation are evolving froma system conprised of

| arge public and private residential facilities to a system
of conmunity supports and services so that individuals may
remain in their hones and conmunities.

(4) Conmunity services include a variety of residential
and day support services which are either adm nistered or
operated by county nental health and nental retardation
of fices, contracted private residential internediate care
facilities for persons with nental retardation (ICF MR) and
contracted private providers of comrunity-based services.

(5) In 1999, the Ofice of Mental Retardation of the
Department of Public Welfare rel eased a report with a | ong-
termplan to address the waiting list for nmental retardation
services in Pennsylvani a.

(6) The waiting list is conprised of three categories:

t he emergency category, for individuals who need services

i medi ately; the critical list, for individuals who wll need
services within one year; and the planning category, for

i ndi viduals who will need services in five years.

(7) In 1999, a total of 14,083 persons were on the
waiting list for services. As of Decenber 2004, the Ofice of
Mental Retardation reported that there are 20,652 individuals
on the waiting list for nmental retardation services. O that
group, 2,180 individuals are in the enmergency category; 8,000
individuals are in the critical category and 10, 000
i ndi viduals are in the planning category.

(8) Since 2001, decreasing revenues and rising Medicaid
costs have inpacted state budgets across the United States
with the results that Federal and State funding has been

insufficient to neet the needs of the grow ng nunber of
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individuals with mental retardation waiting for comunity-

based servi ces.

(9) It is critical to access other sources of revenue to
address the waiting list for services.

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

Section 1. Short title.

This act shall be known and nay be cited as the Mental
Ret ardati on Services Tax Credit Act.

Section 2. Definitions.

The foll ow ng words and phrases when used in this act shal
have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Business firm" An entity authorized to do business in this
Commonweal th and subject to taxes inposed under Article Ill, IV, <—
Vi, VIl, M—A VIIIl, I X or XV of the act of March 4, 1971 <—
(P.L.6, No.2), known as the Tax Reform Code of 1971.

"Contribution.” A donation of cash, personal property or
services, the value of which is the net cost of the donation to
t he donor or the pro rata hourly wage, including benefits, of
t he individual perform ng the service.

" Depart nment . The Departnent of Community and Economic
Devel opnent of the Commonweal t h.

“Individual ." An individual who is eligible for conmunity-
based services funded through the O fice of Mental Retardation
of the Departnent of Public Welfare.

"Provider." A nonprofit entity that:

(1) Provides community-based services to individuals

with nmental retardation, including, but not limted to,

community residential options and nonresidential services,
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such as supported enploynent, training and recreation,
nmobility training, enploynent training and opportunities and
adult day care.
(2) |Is exenpt from Federal taxation under section
501(c)(3) of the Internal Revenue Code of 1986 (Public Law
99-514, 26 U S.C. 8 1 et seq.).
Section 3. Mental retardation services tax credit program

(a) Establishnent.--A nental retardation services tax credit
programis hereby established to supplenment, not suppl ant,
exi sting Federal and State funding for comrunity-based services
for individuals with nental retardation in this Commonweal t h.

(b) Information.--1n order to qualify under this act, a
provi der nust submit information to the departnent that enabl es
the departnent to confirmthat the provider is exenpt from
taxati on under section 501(c)(3) of the Internal Revenue Code of
1986 (Public Law 99-514, 26 U.S.C. § 1 et seq.).

(c) Provider application.--

(1) An application submitted to the departnment by the
provi der nust describe the conmunity-based services it
provides to individuals with nental retardation on a form
provi ded by the departnent.

(2) The departnment shall consult with the Departnent of
Public Wl fare as necessary to determ ne that the provider
provi des conmuni ty-based services for individuals with nmental
retardation. The departnment shall review and approve or
di sapprove the application.

(d) Notification.--The departnent shall notify the provider
that the provider neets the requirenments of this act for that
fiscal year not later than 60 days after the provider has

submtted the application required under this section.
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(e) Publication.--The departnent shall annually publish a
list of each provider qualified under this section in the
Pennsyl vania Bulletin. The list shall also be posted and updated
as necessary on the publicly accessible Internet website of the
depart nment.

Section 4. Availability of tax credits.

(a) Application.--A business firmshall apply to the
departnment for a tax credit under section 5 (relating to grant
of tax credits). A business firmshall receive a tax credit
under this act if the provider that receives the contribution
fromthe business firmappears on the Iist under section 3(e)
(relating to nmental retardation services tax credit program

(b) Availability of tax credits.--Tax credits under this
section shall be nade avail able by the departnent on a first-
cone-first-served basis within the limtation established under
section 6(a) (relating to amount of tax credits).

(c) Contributions.--A contribution by a business firmto a
provi der shall be nade no | ater than 60 days follow ng the
approval of an application under subsection (a).

Section 5. Gant of tax credits.

(a) GCeneral rule.--In accordance with section (6)(a)
(relating to anbunt of tax credits) the Departnment of Revenue
shall grant a tax credit against a tax liability owed to the
Depart ment of Revenue by a business firmthat provides proof of
a contribution to a provider in the taxable year in which the
contribution is nade. The business firmmay apply the credit
agai nst any tax due under Article I'll, IV, VI, VI, VIII, IX
or XV of the act of March 4, 1971 (P.L.6, No.2), known as the
Tax Reform Code of 1971.

(b) Limtation.--The tax credit shall not exceed 50% of the
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total amount contributed by a business firmto a provider during
the taxabl e year of the business firm The tax credit shall not
exceed $100, 000 annual |y per business firm

(c) Additional anmount.--
(1) A business firmthat contributes to a provider in
two or nore consecutive years shall qualify for a 75%tax
credit for the contributions made in the second year and
every consecutive year of making a contribution to a
provi der.
(2) Nothing in this section shall be construed to
require a business firmto contribute to the sane provider
every year in order for the business firmto qualify for a
tax credit under this subsection.
Section 6. Anount of tax credits.

(a) GCeneral rule.--The total aggregate amount of all tax
credits approved shall not exceed $30,000,000 in a fiscal year.

(b) Activities.--No tax credit shall be approved for
activities that are part of a business firms nornmal course of
busi ness.

(c) Tax liability.--A tax credit granted for any one taxable
year may not exceed the tax liability of a business firm

(d) Use.--Atax credit not used in the taxable year the
contribution was made may not be carried forward or carried back
and is not refundable or transferable.
Section 7. Report to General Assenbly.

The Departnent of Revenue shall provide a list of al
provi ders receiving contributions from business firns granted a
tax credit under this act to the General Assenbly by June 30th
of each year

Secti on 8. Ef fecti ve date.
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1 This act shall take effect in 60 days.
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