PRI OR PRINTER S NOS. 312, 710, 1902 PRINTER S NO. 1986

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 300 5e”

| NTRODUCED BY ARMSTRONG, JUBELI RER, BRI GHTBI LL, MADI GAN,
RHOADES, SCARNATI, WAUGH, PILEGE, KASUN C, WENGER, THOVWPSON,
EARLL, WONDERLI NG CORMAN, RAFFERTY, KITCHEN, GREENLEAF,
TOWLI NSON, PUNT, VANCE, PIPPY, GORDNER, PICCCOLA, LEMVOND,
D. WVH TE, COSTA, CONTI, M VWH TE, BOSCOLA, ERI CKSQON, ROBBI NS,
ORIE, OPAKE, C. WLLIAV5 AND REGOLA, FEBRUARY 15, 2005

SENATE AMENDVENTS TO HOUSE AMENDMVENTS, JULY 1, 2006

AN ACT

AVENDI NG THE ACT OF MARCH 4, 1971 (P.L.6, NO 2), ENTITLED "AN <—
ACT RELATI NG TO TAX REFORM AND STATE TAXATI ON BY CODI FYI NG
AND ENUMERATI NG CERTAI N SUBJECTS OF TAXATI ON AND | MPCSI NG
TAXES THEREQON;, PROVI DI NG PROCEDURES FOR THE PAYMENT,

COLLECTI ON, ADM NI STRATI ON AND ENFORCEMENT THERECF; PROVI DI NG
FOR TAX CREDI TS | N CERTAI N CASES; CONFERRI NG PONERS AND

| MPOSI NG DUTI ES UPON THE DEPARTMENT OF REVENUE, CERTAIN
EMPLOYERS, FIDUCI ARIES, | ND VI DUALS, PERSONS, CORPORATI ONS
AND OTHER ENTI TI ES; PRESCRI BI NG CRI MES, OFFENSES AND

PENALTI ES, " FURTHER PROVI DI NG | N SALES AND USE TAX, FOR
EXCLUSI ONS; FURTHER PROVI DI NG | N PERSONAL | NCOVE TAX, FOR
DEFI NI TI ONS, FOR CLASSES OF | NCOVE, FOR ELECTI ON BY SMALL
CORPCORATI ON, FOR MANNER OF MAKI NG ELECTI QN, FOR REVOCATI ON OF
ELECTI ON, FOR TERM NATI ON BY CORPORATI ON CEASI NG TO BE A
SMALL CORPORATI ON, FOR REVOCATI ON OR TERM NATI ON YEAR AND FOR
ELECTI ON AFTER REVOCATI ON OR TERM NATI ON;  FURTHER PROVI DI NG,

I N CAPI TAL STOCK FRANCHI SE TAX, FOR THE DEFI NI TI ONS OF
"AVERAGE NET | NCOVE, " " CAPI TAL STOCK VALUE" AND " CORPORATI ON!



1 AND FOR | MPCSI TI ON; FURTHER PROVI DI NG, | N REALTY TRANSFER

2 TAX, FOR STAMPS, COWM SSI ONS, PAYMENTS AND TRANSFERS; FURTHER

3 PROVI DI NG | N I NHERI TANCE TAX, FOR VALUATI ON OF CERTAI N

4 FARMLAND, AND MAKI NG RELATED REPEALS AND REPEALI NG A

5 PROVI SI ON RELATI NG TO TAXATI ON OF RESTRI CTED PROFESSI ONAL

6 COVPANI ES.

7 The Ceneral -Assenbly finds—and declares-as follows: <—
8 . he i Y I N ' I

9 L f healtl .

10 pursuapt—to-—seetton—223—ot thetnaternal—Revenute Code—of+—1936

11 Pubbtetaw 99-514 26 U5 C 5223}

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

13 hereby enacts as foll ows:
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SECTION 1. SECTION 204 OF THE ACT OF MARCH 4, 1971 (P.L.6, <—
NO. 2), KNOW AS THE TAX REFORM CODE OF 1971, |S 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

* * %

(65) THE SALE AT RETAIL OR USE OF | NVESTMENT METAL BULLI ON

AND | NVESTMENT CO NS. "I NVESTMENT METAL BULLI ON' MEANS ANY

ELEMENTARY PRECI OQUS METAL VWH CH HAS BEEN PUT THROUGH A PROCESS

OF SMELTING OR REFINING INCLUDING BUT NOT LIMTED TO GOLD,

SILVER, PLATI NUM AND PALLADIUM AND WHICH IS IN SUCH STATE OR

CONDI TI ON THAT 1 TS VALUE DEPENDS UPON | TS CONTENT AND NOT I TS

FORM "I NVESTMENT METAL BULLI ON' DCOES NOT_ | NCLUDE PRECI QUS METAL

20050S0300B1986 - 3 -
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VWH CH HAS BEEN ASSEMBLED, FABRI CATED, NMANUFACTURED OR PROCESSED

IN ONE OR MORE SPECI FI C AND CUSTOVARY | NDUSTRI AL, PROFESSI ONAL,

AESTHETI C OR ARTI STI C USES. "1 NVESTMENT CO NS" MEANS NUM SMVATI C

CO NS OR OTHER FORMS OF MONEY AND LEGAL TENDER NMANUFACTURED OF

GOLD, SILVER, PLATINUM PALLADI UM OR OTHER METAL AND OF THE

UNI TED STATES OR ANY FOREI GN NATION WTH A FAIR MARKET VALUE

GREATER THAN ANY NOM NAL VALUE OF SUCH CO NS. "I NVESTMENT CO NS'

DCES NOT_ | NCLUDE JEVELRY OR WORKS OF ART MADE OF CO NS, NOR DCES

| T 1 NCLUDE COMVEMORATI VE MEDALLI ONS.

SECTION 2. SECTION 301(N.1), (O 3) AND (S.2) OF THE ACT,
AVENDED OR ADDED DECEMBER 23, 1983 (P.L.370, NO.90), MAY 7, 1997
(P.L.85, NO.7), MAY 12, 1999 (P.L.26, NO. 4) AND JULY 7, 2005
(P.L.149, NO 40), ARE AMVENDED TO READ:

SECTI ON 301. DEFI NI TI ONS. - - ANY REFERENCE | N THI S ARTI CLE TO
THE | NTERNAL REVENUE CODE OF 1986 SHALL MEAN THE | NTERNAL
REVENUE CODE OF 1986 (PUBLIC LAW99-514, 26 U.S.C. § 1 ET SEQ),
AS AMVENDED TO JANUARY 1, 1997, UNLESS THE REFERENCE CONTAI NS THE
PHRASE "AS AVENDED' AND REFERS TO NO OTHER DATE, | N WWHI CH CASE
THE REFERENCE SHALL BE TO THE | NTERNAL REVENUE CODE OF 1986 AS
| T EXISTS AS OF THE TI ME OF APPLI CATION OF TH' S ARTI CLE. THE
FOLLOWN NG WORDS, TERMS AND PHRASES WHEN USED I N THI'S ARTI CLE
SHALL HAVE THE MEANI NG ASCRI BED TO THEM I N THI S SECTI ON EXCEPT
WHERE THE CONTEXT CLEARLY | NDI CATES A DI FFERENT MEAN NG

(N.1) "PENNSYLVANI A S CORPORATI ON' MEANS ANY SMALL
CORPORATI ON AS DEFI NED | N SECTI ON 301(S.2) WHI CH [HAS] DOES NOT

HAVE A VALI D ELECTI ON UNDER SECTI ON 307 I N EFFECT. A QUALI FI ED

SUBCHAPTER S SUBSI DI ARY OMNED BY A PENNSYLVANI A S CORPORATI ON

SHALL BE TREATED AS A PENNSYLVANI A S CORPORATI ON W THOUT REGARD

TO VHETHER AN ELECTI ON UNDER SECTI ON 307 HAS BEEN MADE W TH

20050S0300B1986 - 4 -



RESPECT TO THE SUBSI DI ARY.

* * %

(O '3) "QUALI FI ED SUBCHAPTER S SUBSI DI ARY" MEANS A DOMESTI C
OR FOREl GN CORPORATI ON WHI CH FOR FEDERAL | NCOVE TAX PURPOSES | 'S
TREATED AS A QUALI FI ED SUBCHAPTER S SUBSI DI ARY, AS DEFI NED | N
SECTI ON 1361(B)(3) (B) OF THE | NTERNAL REVENUE CODE OF 1986
(PUBLI C LAW 99-514, 26 U.S.C. § 1361), AS AVENDED TO JANUARY 1,
[ 1997] 2005.

© o0 N oo o A~ wWw N P
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(S.2) "SMVALL CORPCRATI ON' MEANS ANY CORPORATI ON WHI CH HAS A

=
=

VALI D ELECTI ON I N EFFECT UNDER SUBCHAPTER S OF CHAPTER 1 OF THE

=
N

| NTERNAL REVENUE CODE OF 1986, AS AMENDED TO JANUARY 1, [1997]

=
w

2005.

H
o

SECTI ON 3. SECTI ON 303(A) (6) OF THE ACT, AMENDED JULY 7,

=Y
(63}

2005 (P.L.149, NO 40), IS AMENDED AND THE SECTION I S AMENDED BY

=Y
(e}

ADDI NG SUBSECTI ONS TO READ:

=
\l

SECTI ON 303. CLASSES OF I NCOME. --(A) THE CLASSES OF | NCOVE

=Y
oo

REFERRED TO ABOVE ARE AS FOLLOWE:

* * %

N
o ©

(6) | NTEREST DERI VED FROM OBLI GATI ONS WHI CH ARE NOT

N
=

STATUTORI LY FREE FROM STATE OR LOCAL TAXATI ON UNDER ANY OTHER

N
N

ACT OF THE GENERAL ASSEMBLY OF THE COVMONWEALTH OF PENNSYLVAN A

N
w

OR UNDER THE LAWS OF THE UNI TED STATES AND ANY AMOUNT PAI D UNDER

N
~

CONTRACT OF LI FE | NSURANCE OR ENDOWVENT OR ANNUI TY CONTRACT,

N
(63}

VWH CH I'S | NCLUDABLE | N GRCSS | NCOVE FOR FEDERAL | NCOVE TAX

N
(e}

PURPCSES[ . ] AND ANY AMOUNT PAID OUT OF THE ARCHER MEDI CAL

N
~

SAVI NGS ACCOUNT_(ARCHER MSA) OR HEALTH SAVI NGS ACCOUNT THAT 1S

N
oo

I NCLUDABLE I N THE GROSS | NCOME OF AN ACCOUNT_BENEFI Cl ARY FOR

N
(o]

FEDERAL | NCOVE TAX PURPOSES.

30 * * %
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(A.6) EXCEPT AS PROVIDED IN TH S ARTICLE AND W THOUT REGARD

TO SECTI ONS 220(F) (4) AND 223(F)(4) OF THE | NTERNAL REVENUE CODE

OF_1986, THE REQUI REMENTS OF SECTIONS 106(B) AND (D), 220 AND

223 _OF THE | NTERNAL REVENUE CODE OF 1986, AS AMENDED TO JANUARY

1, 2005, SHALL BE APPLI CABLE.

(A7) THE FOLLOW NG APPLY:

(1) AN AMOUNT PAID AS A CONTRIBUTION I NTO A QUALI FI ED

TU TI ON PROGRAM SHALL BE DEDUCTI BLE FROM TAXABLE | NCOVE ON THE

ANNUAL _PERSONAL | NCOVE TAX RETURN. THE AMOUNT PAID AS A

CONTRI BUTI ON TO A QUALI FIED TU TI ON PROGRAM ALLOMBLE AS A

DEDUCTI ON UNDER THI' S SUBSECTI ON SHALL BE SUBJECT TO AN ANNUAL

LI M TATI ON NOT'_TO EXCEED THE THRESHOLD FOR EXCLUSI ON FROM G FTS

AS PROVIDED I N SECTI ON 2503(B) OF THE | NTERNAL REVENUE CODE COF

1986, AS AMENDED, PER DESI GNATED BENEFI Cl ARY. THE DEDUCTI ON

SHALL NOT RESULT | N TAXABLE | NCOVE BEI NG LESS THAN ZERO

(2) (1) THE FOLLOWNG SHALL NOT BE SUBJECT TO TAX UNDER

TH S ARTI CLE:

(A ANY AMOUNT DI STRI BUTED FROM A QUALI FI ED TUI TI ON PROGRAM

THAT IS EXCLUDABLE FROM TAX UNDER SECTI ON 529(QC)(3)(B) OF THE

| NTERNAL REVENUE CODE OF 1986, AS AMENDED.

(B) ANY ROLLOVER THAT | S EXCLUDABLE FROM TAX UNDER SECTI ON

529(Q0) (3)(C) OF THE | NTERNAL REVENUE CODE OF 1986, AS AMENDED.

(©)  UNDI STRI BUTED EARNINGS ON A QUALI FIED TU TI ON PROGRAM

(1) A CHANGE | N DESI GNATED BENEFI Cl ARI ES UNDER SECTI ON

529(Q0) (3)(C) OF THE | NTERNAL REVENUE CODE OF 1986, AS AMENDED,

SHALL NOT CONSTI TUTE A TAXABLE EVENT _UNDER TH S ARTI CLE.

(3)  ANY AMOUNT DI STRI BUTED FROM A QUALI FI ED TUI TI ON PROGRAM

THAT IS NOT_DESCRI BED UNDER PARAGRAPH (2) SHALL BE TAXABLE UNDER

TH' S ARTICLE.

(4) FOR PURPOSES CF THI S SUBSECTI ON:

20050S0300B1986 - 6 -
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(1) THE TERM "DESI GNATED BENEFI Cl ARY" SHALL HAVE THE SAME

MEANI NG AS PROVI DED I N SECTI ON 529(E) (1) OF THE | NTERNAL REVENUE

CODE _OF 1986, AS_ AMENDED.

(1) THE TERM "QUALI FI ED TU TI ON PROGRAM' SHALL HAVE THE

SAME MEANI NG AS PROVI DED I N SECTI ON 529(B) (1) OF THE | NTERNAL

REVENUE CODE OF 1986, AS AMENDED.

* * %

SECTI ON 4. SECTION 307 OF THE ACT, AMENDED MAY 7, 1997
(P.L.85 NO7), I'S AMENDED TO READ:

SECTI ON 307. ELECTI ON BY SMALL CORPORATI ON. - - [ EXCEPT AS
PROVI DED | N SECTI ON 307.6, ANY] ANY SMALL CORPORATION [ THAT IS
SUBJECT TO THE TAX | MPCSED UNDER ARTI CLE |V OR OMNS A QUALI FI ED
S CORPORATI ON SUBSI DI ARY THAT |'S SUBJECT TO THE TAX | MPCSED
UNDER ARTI CLE 1V] MAY ELECT NOT TO BE TAXED AS A PENNSYLVANI A S
CORPORATI ON.  SUCH ELECTI ON [ SHALL BE VALID ONLY I F ALL THE
SHAREHOLDERS] REQUI RES THE CONSENT OF ONE HUNDRED PER CENT OF

THE OUTSTANDI NG SHARES OF THE SMALL CORPCRATI ON ON THE DAY ON

VH CH THE ELECTI ON | S MADE [ CONSENT TO THE ELECTIQON]. A

QUALI FI ED SUBCHAPTER S SUBSI DI ARY OANED BY A PENNSYLVANI A S
CORPCORATI ON SHALL BE TREATED AS A PENNSYLVANI A S CORPORATI ON
WHETHER OR NOT AN ELECTI ON HAS BEEN MADE W TH RESPECT TO SUCH
SUBSI DI ARY.

SECTION 5. SECTIONS 307.1, 307.3, 307.4, 307.5 AND 307.6 OF
THE ACT, ADDED DECEMBER 23, 1983 (P.L.370, NO 90), ARE AMENDED
TO READ:

SECTI ON 307.1. MANNER OF MAKI NG ELECTION.--(A) AN ELECTI ON
MADE PURSUANT TO SECTI ON 307 SHALL BE MADE | N SUCH MANNER AS
PRESCRI BED BY THE DEPARTMENT.

(B) AN ELECTI ON UNDER SECTI ON 307 MAY BE MADE FOR ANY
TAXABLE YEAR AT ANY TI ME DURI NG THE PRECEDI NG TAXABLE YEAR OR AT

20050S0300B1986 - 7 -
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ANY TI ME ON OR BEFORE THE [ FI FTEENTH DAY OF THE THI RD MONTH OF
THE CURRENT TAXABLE YEAR] DUE DATE OR EXTENDED DUE DATE OF THE

SVALL CORPORATI ON' S TAX RETURN UNDER ARTICLE [ V.

SECTI ON 307. 3. REVOCATI ON OF ELECTION.--(A) AN ELECTI ON
UNDER SECTI ON 307 MAY BE REVOKED | F SHAREHOLDERS HOLDI NG MORE
THAN ONE- HALF OF THE SHARES OF STOCK OF THE CORPORATI ON ON THE
DAY ON WH CH THE REVOCATI ON IS MADE CONSENT TO THE REVOCATI ON.
THE CORPORATI ON AND ANY SUCCESSOR CORPORATI ON SHALL NOT BE

ELI G BLE TO REVOKE AN ELECTI ON UNDER THI S SECTI ON FOR ANY

TAXABLE YEAR PRIOR TO I TS FI FTH TAXABLE YEAR VWH CH BEG NS AFTER

THE FI RST TAXABLE YEAR FOR VHI CH AN ELECTION IS EFFECTI VE,

UNLESS THE CORPORATI ON BECOVES A QUALI FI ED SUBCHAPTER S

SUBSI DI ARY.

(B) [EXCEPT AS PROVI DED | N SUBSECTION (C), A] A REVOCATI ON
UNDER SUBSECTI ON (A) SHALL BE EFFECTI VE ON THE FI RST DAY OF THE
TAXABLE YEAR | F MADE ON OR BEFORE THE FI FTEENTH DAY OF THE THI RD
MONTH THEREOF; | F THE REVOCATI ON | S MADE AFTER SUCH DATE, IT
SHALL BE EFFECTI VE FOR THE FOLLOW NG TAXABLE YEAR

[(C) |F THE REVOCATI ON SPECI FI ES A DATE FOR REVOCATI ON WHI CH
'S ON OR AFTER THE DAY ON WH CH THE REVOCATI ON |'S MADE, THE
REVOCATI ON SHALL BE EFFECTI VE ON AND AFTER THE DATE SO
SPECI FI ED. ]

SECTI ON 307.4. TERM NATI ON BY CORPORATI ON CEASI NG TO BE A
SMALL CORPORATION.--(A) | F A CORPORATI ON CEASES TO BE A SMALL
CORPORATI ON, AS DEFI NED | N SECTI ON 301(S.2), THE [ ELECTI ON
UNDER SECTI ON 307] CORPORATI ON' S STATUS AS A PENNSYLVANI A S

CORPORATI ON SHALL TERM NATE.

(B) SUCH TERM NATI ON SHALL BE EFFECTI VE ON THE DATE ON WHI CH
THE CORPORATI ON CEASES TO BE A SMALL CORPORATI ON, AS DEFI NED | N
SECTI ON 301(S. 2).

20050S0300B1986 - 8 -
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SECTI ON 307.5. [REVOCATI ON OR] TERM NATION YEAR --(A) THE
PORTI ON OF THE [ REVOCATI ON OR] TERM NATI ON YEAR OF A
PENNSYLVANI A S CORPORATI ON ENDI NG BEFORE THE FI RST DAY FOR VWH CH
THE [ REVOCATI ON OR] TERM NATI ON | S EFFECTI VE SHALL BE TREATED AS
A SHORT TAXABLE YEAR FOR VWH CH THE CORPORATI ON | S A PENNSYLVAN A
S CORPORATI ON.

(B) THE PORTION OF SUCH YEAR BEG NNI NG ON THE FI RST DAY FOR
VH CH THE [ REVOCATI ON OR] TERM NATI ON | S EFFECTI VE SHALL BE
TREATED AS A SHORT TAXABLE YEAR FOR [ WHI CH THE CORPCRATION | S
SUBJECT TQ PURPOSES OF THE TAX | MPOSED BY ARTI CLE | V.

(© THE ALLOCATI ON OF | NCOVE AND EXPENSE | TEMS TO BE TAKEN
| NTO CONSI DERATI ON | N EACH SHORT YEAR SHALL BE MADE I N
ACCORDANCE W TH SUCH REGULATI ONS AS MAY BE | SSUED BY THE
DEPARTMENT.

[ SECTI ON 307.6. ELECTI ON AFTER REVOCATI ON CR TERM NATI ON. - -
| F A CORPORATI ON HAS MADE AN ELECTI ON UNDER SECTI ON 307 AND | F
SUCH ELECTI ON HAS BEEN REVOKED PURSUANT TO SECTI ON 307.3 OR
TERM NATED, SUCH CORPORATI ON, AND ANY SUCCESSOR CORPORATI ON,
SHALL NOT BE ELI G BLE TO MAKE AN ELECTI ON UNDER SECTI ON 307 FOR
ANY TAXABLE YEAR PRIOR TO I TS FI FTH TAXABLE YEAR VH CH BEG NS
AFTER THE FI RST TAXABLE YEAR FOR VWH CH SUCH REVOCATI ON OR
TERM NATI ON | S EFFECTI VE. ]

SECTION 6. THE DEFI NI TIONS OF "AVERACGE NET | NCOVE, " " CAPI TAL
STOCK VALUE" AND " CORPORATI ON' I N SECTI ON 601 OF THE ACT,
AVENDED MAY 7, 1997 (P.L.85, NO 7) AND JULY 7, 2005 (P.L.149,

NO. 40), ARE AMENDED TO READ:

SECTI ON 601. DEFI NI TIONS AND REPCRTS. --(A) THE FOLLOW NG
WORDS, TERMS AND PHRASES VWHEN USED IN TH' S ARTI CLE VI SHALL HAVE
THE MEANI NG ASCRI BED TO THEM I N THI S SECTI ON, EXCEPT WHERE THE
CONTEXT CLEARLY | NDI CATES A DI FFERENT MEANI NG

20050S0300B1986 - 9 -
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"AVERAGE NET I NCOVE." THE SUM OF THE NET | NCOVE OR LGSS FOR
EACH OF THE CURRENT AND | MVEDI ATELY PRECEDI NG FOUR YEARS,
D VIDED BY FIVE. |F THE ENTI TY HAS NOT BEEN I N EXI STENCE FOR A
PERI GD OF FI VE YEARS, THE AVERAGE NET | NCOVE SHALL BE THE
AVERACGE NET | NCOVE FOR THE NUMBER OF YEARS THAT THE ENTI TY HAS
ACTUALLY BEEN I N EXI STENCE. | N COVPUTI NG AVERAGE NET | NCOVE,
LOSSES SHALL BE ENTERED AS COWPUTED, BUT I N NO CASE SHALL
AVERACGE NET | NCOVE BE LESS THAN ZERO. THE NET | NCOVE OR LGOSS OF
THE ENTITY FOR ANY TAXABLE YEAR SHALL BE THE AMOUNT SET FORTH AS
I NCOVE PER BOOKS ON THE | NCOVE TAX RETURN FI LED BY THE ENTI TY
W TH THE FEDERAL GOVERNMENT FOR SUCH TAXABLE YEAR, OR I F NO SUCH
RETURN | S MADE, AS WOULD HAVE BEEN SET FORTH HAD SUCH A RETURN
BEEN MADE, SUBJECT, HOAEVER, | N EI THER CASE TO ANY CORRECTI ON
THERECOF, FOR FRAUD, EVASI ON OR ERROR | N THE CASE OF ANY ENTITY
VWH CH HAS AN | NVESTMENT | N ANOTHER CORPORATI ON, THE NET | NCOMVE
OR LGSS SHALL BE COVPUTED ON AN UNCONSOLI DATED BASI S EXCLUSI VE

REGARD TO HOW THE CORPORATI ON | S TREATED FOR FEDERAL | NCOVE TAX

PURPOSES. IN THE CASE OF A LIM TED LI ABI LI TY COMPANY OR BUSI NESS

TRUST THAT IS NOT TAXABLE AS A [ PARTNERSHI P] CORPORATI ON FOR

FEDERAL | NCOVE TAX PURPCSES, THE NET | NCOVE OR LOSS OF THE

LI M TED LI ABI LI TY COVWPANY OR BUSI NESS TRUST FOR ANY G VEN YEAR
SHALL BE REDUCED BY THE AMOUNT OF DI STRI BUTI ONS MADE BY SUCH

LI M TED LI ABI LI TY COVWPANY OR BUSI NESS TRUST TO ANY MEMBER OF
SUCH LI M TED LI ABI LI TY COVPANY OR BUSI NESS TRUST WHO | S DEEMED
TO BE MATERI ALLY PARTI Cl PATI NG I N THE ACTI VI TI ES CONDUCTED BY
SUCH LI M TED LI ABI LI TY COVPANY OR BUSI NESS TRUST FOR PURPCSES OF
SECTI ON 469 OF THE | NTERNAL REVENUE CODE OF 1986 (PUBLIC LAW 99-
514, 26 U.S.C. 8§ 469). IN THE CASE OF ALIMTED LIABILITY

COVPANY OR BUSI NESS TRUST THAT FOR FEDERAL | NCOVE TAX PURPOSES

20050S0300B1986 - 10 -
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IS A DI SREGARDED ENTITY OF A NATURAL PERSQON, THE NET | NCOVE OR

LOSS OF THE LIMTED LIABILITY COMPANY OR BUSI NESS TRUST FOR ANY

G VEN YEAR SHALL BE REDUCED BY THE AMOUNT OF DI STRI BUTI ONS NMADE

BY THE LIMTED LIABILITY COVPANY OR BUSI NESS TRUST TO A NATURAL

MEMBER OF A LIM TED LI ABI LI TY COMPANY OR BUSI NESS TRUST W THI N
THI RTY (30) DAYS OF THE END OF A 3 VEN YEAR MAY BE TREATED AS

HAVI NG BEEN MADE | N THE PRECEDI NG YEAR AND NOT IN THE YEAR I N

VWH CH SUCH DI STRI BUTI ON IS ACTUALLY MADE.

* x %

"CAPI TAL STOCK VALUE." THE AMOUNT COVPUTED PURSUANT TO THE
FOLLOW NG FORMULA: THE PRCDUCT OF ONE-HALF TI MES THE SUM OF THE
AVERACGE NET | NCOVE CAPI TALI ZED AT THE RATE OF NI NE AND ONE- HALF
PER CENT PLUS SEVENTY-FI VE PER CENT OF NET WORTH, FROM WH CH
PRODUCT SHALL BE SUBTRACTED [ ONE HUNDRED TWENTY- FI VE THOUSAND
DOLLARS ($125, 000)] ONE HUNDRED FI FTY THOUSAND DOLLARS

(.5 X (AVERAGE NET | NCOME/ . 095 + (. 75)
(NET WORTH))) - [$125,000] $150, 000

"CORPORATION." (A) ANY OF THE FOLLOW NG ENTI TI ES:

(1) A CORPORATI ON.

(2) A JO NT- STOCK ASSOCI ATl ON.

(3) A BUSI NESS TRUST.

(4) A LIMTED LIABILITY COWPANY. TH S CLAUSE EXCLUDES A
RESTRI CTED PROFESSI ONAL COVPANY WHI CH |'S SUBJECT TO 15 PA.C. S.
CH. 89 SUBCH. L (RELATING TO RESTRI CTED PROFESSI ONAL COMPANI ES)
[ AND WHI CH | S DEEMED TO BE A LI M TED PARTNERSHI P PURSUANT TO 15
PA.C.S. § 8997 (RELATI NG TO TAXATI ON OF RESTRI CTED PROFESSI ONAL
COVPAN ES) ] .

(5) AN ENTITY WH CH FOR FEDERAL | NCOVE TAX PURPGCSES | S

20050S0300B1986 - 11 -
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CLASSI FI ED AS A CORPORATI ON.

(6) A BUSINESS TRUST WHICH IS A REAL ESTATE | NVESTMENT TRUST
AS DEFI NED I N SECTI ON 856 OF THE | NTERNAL REVENUE CODE OF 1986
(PUBLI C LAW99-514, 26 U.S.C. § 856) MORE THAN FI FTY PER CENT OF
THE VOTI NG PONER OR VALUE OF THE BENEFI Cl AL | NTERESTS OR SHARES
OF WH CH ARE OAMNED OR CONTROLLED, DI RECTLY OR | NDI RECTLY, BY A
SI NGLE CORPORATI ON THAT | S NOT:

(1) A REAL ESTATE | NVESTMENT TRUST AS DEFI NED I N SECTI ON 856
OF THE | NTERNAL REVENUE CODE OF 1986;

(') A QUALI FI ED REAL ESTATE | NVESTMENT TRUST SUBSI DI ARY
UNDER SECTI ON 856(1) OF THE | NTERNAL REVENUE CODE OF 1986;

(1'r1) A REGULATED FI NANCI AL | NSTI TUTI ON AS DEFI NED BY
SECTI ON 401(6) OF ARTICLE 1V; OR

(1'V) FORMED AS A HOLDI NG COVPANY, SUBSI DI ARY CR AFFI LI ATE OF
A REGULATED FI NANCI AL | NSTI TUTI ON PRI OR TO DECEMBER 1, 2003.

(7) A BUSINESS TRUST WHICH IS A QUALI FI ED REAL ESTATE
I NVESTMENT TRUST SUBSI DI ARY UNDER SECTI ON 856(1) OF THE | NTERNAL
REVENUE CODE OF 1986 OMNED, DI RECTLY OR | NDI RECTLY, BY A REAL
ESTATE | NVESTMENT TRUST AS DEFI NED I N SECTI ON 856 OF THE
| NTERNAL REVENUE CODE OF 1986 MORE THAN FI FTY PER CENT OF THE
VOTI NG PONER OR VALUE OF THE BENEFI Cl AL | NTERESTS OR SHARES OF
VWH CH ARE OWNED OR CONTROLLED, DI RECTLY OR | NDI RECTLY, BY A
SI NGLE CORPORATI ON THAT | S NOT:

(1) A REAL ESTATE | NVESTMENT TRUST AS DEFI NED I N SECTI ON 856
OF THE | NTERNAL REVENUE CODE OF 1986;

(') A QUALI FI ED REAL ESTATE | NVESTMENT TRUST SUBSI DI ARY
UNDER SECTI ON 856(1) OF THE | NTERNAL REVENUE CODE OF 1986;

(I'r1) A REGULATED FI NANCI AL | NSTI TUTI ON AS DEFI NED BY
SECTI ON 401(6) OF ARTICLE IV; OR

(1'V) FORMED AS A HOLDI NG COVPANY, SUBSI DI ARY CR AFFI LI ATE OF
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A REGULATED FI NANCI AL | NSTI TUTI ON PRI OR TO DECEMBER 1, 2003.

(B) THE TERM DOES NOT | NCLUDE ANY OF THE FOLLOW NG

(1) A BUSI NESS TRUST WHI CH QUALI FI ES AS A REAL ESTATE
| N\VESTMENT TRUST UNDER SECTI ON 856 OF THE | NTERNAL REVENUE CODE
OF 1986 (26 U.S.C. § 856) OR WHICH IS A QUALI FI ED REAL ESTATE
| N\VESTMENT TRUST SUBSI DI ARY UNDER SECTI ON 856(1) OF THE | NTERNAL
REVENUE CODE OF 1986 (26 U.S.C. § 856(1)).

(2) A BUSINESS TRUST WHI CH QUALI FI ES AS A REGULATED
| NVESTVMENT COVPANY UNDER SECTI ON 851 OF THE | NTERNAL REVENUE
CODE OF 1986 (26 U.S.C. § 851) AND WH CH |'S REG STERED W TH THE
UNI TED STATES SECURI TI ES AND EXCHANGE COWMM SSI ON UNDER THE
| N\VESTVMENT COVPANY ACT OF 1940 (54 STAT. 789, 15 U.S.C. § 80A-1
ET SEQ) OR A RELATED BUSI NESS TRUST WHI CH CONFI NES | TS
ACTIVITIES IN TH'S COWONVEALTH TO THE MAI NTENANCE,

ADM NI STRATI ON AND MANAGEMENT OF | NTANG BLE | NVESTMENTS AND
ACTI VI TI ES OF REGULATED | NVESTMENT COVPANI ES.

(3) A CORPORATI ON, TRUST OR OTHER ENTI TY WHI CH | S AN EXEMPT
ORGANI ZATI ON AS DEFI NED BY SECTI ON 501 OF THE | NTERNAL REVENUE
CODE OF 1986 (26 U.S.C. § 501).

(4) A CORPORATI ON, TRUST OR OTHER ENTI TY ORGANI ZED AS A NOT-
FOR- PROFI T ORGANI ZATI ON UNDER THE LAWS OF THI S COMVONVEALTH OR
THE LAWS OF ANY OTHER STATE W\HI CH:

(1) WOULD QUALIFY AS AN EXEMPT ORGANI ZATI ON AS DEFI NED BY
SECTI ON 501 OF THE | NTERNAL REVENUE CODE OF 1986 (26 U.S.C. §
501) ;

(11) WOULD QUALIFY AS A HOVEOAERS ASSOCI ATI ON AS DEFI NED BY
SECTI ON 528(C) OF THE | NTERNAL REVENUE CODE OF 1986 (26 U.S.C. §
528(Q));

(I11) 1S A MEMBERSH P ORGANI ZATI ON SUBJECT TO THE FEDERAL
LI M TATI ONS ON DEDUCTI ONS FROM TAXABLE | NCOVE UNDER SECTI ON 277
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OF THE | NTERNAL REVENUE CODE OF 1986 (26 U.S.C. § 277) BUT O\LY
I F NO PECUNI ARY GAIN OR PROFIT | NURES TO ANY MEMBER OR RELATED
ENTI TY FROM THE MEMBERSH P ORGANI ZATI ON; OR

(1'V) IS A NONSTOCK COVMODI TY OR A NONSTOCK STOCK EXCHANGE.

1
2
3
4
5 (5) A COOPERATI VE AGRI CULTURAL ASSOCI ATI ON SUBJECT TO 15
6 PA C S CH 75 (RELATING TO COOPERATI VE AGRI CULTURAL

7 ASSCCI ATI ONS) .

8 (6) A BUSINESS TRUST IF THE TRUST IS ALL OF THE FOLLOW NG

9 (1) CREATED OR MANAGED BY AN ENTITY VHICH | S SUBJECT TO THE
10 TAX I MPOSED BY ARTICLE VII OR XV OR WHICH | S AN AFFI LI ATE OF THE
11 ENTITY WH CH SHARES AT LEAST ElI GHTY PER CENT COVMON OMNNERSHI P.

12 (I'l1) CREATED AND MANAGED FOR THE PURPCSE OF FACI LI TATI NG THE
13 SECURI TI ZATI ON OF | NTANG BLE ASSETS.

14 (I'11) CLASSIFI ED AS A PARTNERSHI P OR A DI SREGARDED ENTI TY

15 FOR FEDERAL | NCOVE TAX PURPOSES.

16 x x ok

17 SECTION 7. SECTION 602(H) OF THE ACT, AMENDED DECEMBER 23,

18 2003 (P.L.250, NO 46), IS AMENDED TO READ:

19 SECTI ON 602. | MPOSI TI ON OF TAX. --* * *

20 (H THE RATE OF TAX FOR PURPCSES OF THE CAPI TAL STOCK AND

21 FRANCH SE TAX FOR TAXABLE YEARS BEGQ NNI NG W THI N THE DATES SET
22 FORTH SHALL BE AS FOLLOWE:

23 TAXABLE YEAR REGULAR RATE SURTAX TOTAL RATE

24 JANUARY 1, 1971, TO

25 DECEMBER 31, 1986 10 M LLS 0 10 M LLS

26 JANUARY 1, 1987, TO

27 DECEMBER 31, 1987 9 MLLS 0 9 MLLS

28 JANUARY 1, 1988, TO

29 DECEMBER 31, 1990 9.5 MLLS 0 9.5 MLLS

30 JANUARY 1, 1991, TO
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1 DECEMBER 31, 1991 11 MLLS 2 MLLS 13 MLLS
2 JANUARY 1, 1992, TO

3 DECEMBER 31, 1997 11 MLLS 1.75 MLLS 12.75 MLLS
4 JANUARY 1, 1998, TO

5 DECEMBER 31, 1998 11 MLLS .99 MLLS 11.99 MLLS
6 JANUARY 1, 1999, TO

7 DECEMBER 31, 1999 10.99 MLLS O 10. 99 M LLS
8 JANUARY 1, 2000, TO

9 DECEMBER 31, 2000 8.99 MLLS O 8.99 MLLS
10 JANUARY 1, 2001, TO

11 DECEMBER 31, 2001 7.49 MLLS O 7.49 MLLS
12 JANUARY 1, 2002, TO

13 DECEMBER 31, 2003 7.24 MLLS O 7.24 MLLS
14 JANUARY 1, 2004, TO

15 DECEMBER 31, 2004 6.99 MLLS O 6.99 MLLS
16 JANUARY 1, 2005, TO

17 DECEMBER 31, 2005 5.99 MLLS O 5.99 MLLS
18 [ JANUARY 1, 2006, TO

19 DECEMBER 31, 2006 4.99 MLLS O 4.99 MLLS
20 JANUARY 1, 2007, TO

21 DECEMBER 31, 2007 3.99 MLLS O 3.99 MLLS
22 JANUARY 1, 2008, TO

23 DECEMBER 31, 2008 2.99 MLLS O 2.99 MLLS
24 JANUARY 1, 2009, TO

25 DECEMBER 31, 2009 1.99 MLLS O 1.99 MLLS
26 JANUARY 1, 2010, TO

27 DECEMBER 31, 2010 .99 MLLS O .99 MLLS]
28 JANUARY 1, 2006, TO

29 DECEMBER 31, 2006 4.89 MLLS O 4.89 MLLS

30 JANUARY 1, 2007, TO
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DECEMBER 31, 2007  3.89 MLLS 0 3.89 MLLS
JANUARY 1, 2008, TO

DECEMBER 31, 2008  2.89 MLLS 0 2.89 MLLS
JANUARY 1, 2009, TO

DECEMBER 31, 2009  1.89 MLLS 0 1.89 MLLS
JANUARY 1, 2010, TO

DECEMBER 31, 2010 .89 MLLS 0 89 MLLS

* * %

SECTI ON 8. SECTION 1106-C OF THE ACT, AMENDED JUNE 29, 2002,
(P.L.559, NO 89), IS AVENDED TO READ

SECTI ON 1106-C. STAMPS, COWM SSI ONS, PAYMENTS AND
TRANSFERS. - - (A) THE DEPARTMENT SHALL PRESCRI BE, PREPARE AND
FURNI SH STAMPS TO EACH RECORDER OF DEEDS, OF SUCH DENOM NATI ONS
AND QUANTI TI ES AS MAY BE NECESSARY, FOR THE PAYMENT OF THE TAX
| MPOSED AND ASSESSED BY THI S ARTI CLE

(B) THE DEPARTMENT SHALL ALLOW EACH COUNTY A COWM SSI ON EQUAL
TO ONE PER CENT OF THE FACE VALUE OF THE STAMPS SOLD OR TWD
HUNDRED FI FTY DOLLARS ($250) WH CHEVER | S CREATER. THE RECORDER
OF DEEDS SHALL PAY THE COWM SSI ON HEREI'N ALLOWNED TO THE GENERAL
FUND OF THE COUNTY. THE DEPARTMENT SHALL PAY THE PREM UM OR
PREM UMS ON ANY BOND OR BONDS REQUI RED BY LAW TO BE PROCURED BY
RECORDER OF DEEDS FOR THE PERFORMANCE OF THEI R DUTI ES UNDER THI S
ARTI CLE

(© ALL MONEYS PAID I N ACCORDANCE WTH THI' S ARTI CLE SHALL BE
CREDI TED TO THE GENERAL FUND

(D) AT THE END OF EACH MONTH, THE STATE TREASURER SHALL
TRANSFER FROM THE GENERAL FUND TO THE KEYSTONE RECREATI ON, PARK
AND CONSERVATI ON FUND AN AMOUNT EQUAL TO THE TAX CREDI TED TO THE
GENERAL FUND UNDER SUBSECTI ON (C) FOR THE PREVI QUS MONTH
MULTI PLI ED BY THE APPLI CABLE TRANSFER FACTOR. THE APPLI CABLE
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1
2
3
4
5
6
-
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

TRANSFER FACTOR FOR EACH MONTH SHALL BE AS FOLLOWE:
MONTH TRANSFER FACTOR

JULY 1994 THROUGH

DECEMBER 2001 0.15
JANUARY 2002 THROUGH

JUNE 2002 0.10
JULY 2002 THROUGH

JUNE 2003 0.075
JULY 2003 [ AND EACH

MONTH THEREAFTER] THROUGH

JUNE 2006 0.15

JULY 2006 THROUGH

JUNE 2007 0.021

JULY 2007 AND EACH

MONTH THEREAFTER 0.15

[ THE STATE TREASURER SHALL TRANSFER FROM THE KEYSTONE

RECREATI ON, PARK AND CONSERVATI ON FUND TO THE GENERAL FUND AN
AMOUNT EQUAL TO THE DI FFERENCE BETWEEN THE AMOUNT TRANSFERRED TO
THE KEYSTONE RECREATI QN, PARK AND CONSERVATI ON FUND FROM JANUARY
1, 2002, AND THE EFFECTI VE DATE OF TH S SUBSECTI ON AND THE
AMOUNT AUTHORI ZED BY THI 'S SUBSECTI ON. ]

SECTI ON 9. SECTION 2122(A) OF THE ACT IS AMENDED BY ADDI NG A
DEFI NI TI ON AND THE SECTI ON | S AMVENDED BY ADDI NG A SUBSECTI ON TO
READ:

SECTI ON 2122. VALUATI ON OF CERTAIN FARMLAND. --(A) THE
FOLLOW NG WORDS AND PHRASES, WHEN USED I N TH S SECTI ON, SHALL
HAVE THE MEANI NG ASCRI BED TO THEM I N THI S SECTI ON, EXCEPT VWHERE
THE CONTEXT CLEARLY | NDI CATES A DI FFERENT MEANI NG

* * %

"AGRI CULTURAL CONSERVATI ON EASEMENT. " ~AS DEFI NED | N SECTI ON
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1 3 OF THE ACT OF JUNE 30, 1981 (P.L.128, NO. 43), KNOMW AS THE

© o0 N oo o A~ w N
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30

"AGRI CULTURAL AREA SECURITY LAW"

* * %

(E) THE VALUE FOR TRANSFER | NHERI TANCE TAX PURPOSES OF LAND

OR AN INTEREST IN LAND VHICH IS PART OF AN AGRI CULTURAL

CONSERVATI ON EASEMENT SHALL BE AT FIFTY PER CENT OF THE VALUE

OTHERW SE DETERM NED UNDER THI S SECTI ON.

SECTI ON 10. REPEALS ARE AS FOLLOWS:

(1) THE PROVISIONS OF 15 PA.C.S. § 8997(B)(2) ARE
REPEALED.

(2) THE GENERAL ASSEMBLY DECLARES THAT THE FOLLOW NG
REPEALS ARE NECESSARY TO EFFECTUATE THE AMENDVENT OF SECTI ON
303 OF THE ACT:

(1) SECTIONS 2 AND 3 OF THE ACT OF DECEMBER 19, 1996
(P.L.1335, NO. 179), KNOAN AS THE MEDI CAL CARE SAVI NGS
ACCOUNT ACT, ARE REPEALED.

(I1) SECTION 4 OF THE ACT OF JULY 14, 2005 (P.L.278,
NO. 48), KNOWN AS THE HEALTH SAVI NGS ACCOUNT ACT, IS
REPEALED.

SECTION 11. THI'S ACT SHALL APPLY AS FOLLOMB:

(1) THE FOLLON NG PROVI SI ONS SHALL APPLY TO TAXABLE
YEARS BEG NNI NG AFTER DECEMBER 31, 2005:

(1) THE AMENDMENT OF SECTI ON 301(N.1), (O 3) AND
(S.2) OF THE ACT.

(11) THE AVENDVENT OR ADDI TI ON OF SECTI ON 303(A) (6),
(A 6) AND (A.7) OF THE ACT.

(111) THE AVENDVENT OF SECTI ON 307 OF THE ACT.

(V) THE AMENDVENT OF SECTI ON 307.1 OF THE ACT.

(V) THE AMENDMENT OF SECTI ON 307.3 OF THE ACT.

(VI) THE AMVENDVENT OF SECTI ON 307.4 OF THE ACT.
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1 (VI1) THE AMENDMENT OF SECTI ON 307.5 OF THE ACT.

2 (VI11) THE AVENDVENT OF SECTI ON 307.6 OF THE ACT.

3 (I1X) THE AMENDMENT OF THE DEFI NI TI ONS OF " AVERAGE

4 NET | NCOVE" AND " CORPORATI ON' | N SECTI ON 601 OF THE ACT.

5 (X) THE AMENDMENT OF SECTI ON 602(H) OF THE ACT.

6 (2) THE AMENDMENT OF THE DEFI NI TI ON OF "CAPI TAL STOCK

7 VALUE" | N SECTION 601 OF THE ACT SHALL APPLY TO TAXABLE YEARS

8 BEG NNI NG AFTER DECEMBER 31, 2006.

9 (3) THE AMENDVENT OR ADDI TI ON OF SECTI ON 2122(A) AND (E)
10 OF THE ACT SHALL APPLY TO ESTATES OF DECEDENTS WHO DI E ON OR
11 AFTER THE EFFECTI VE DATE OF THI S PARAGRAPH.

12 SECTION 12. THI'S ACT SHALL TAKE EFFECT AS FOLLOWS:

13 (1) THE ADDI TI ON OF SECTI ON 204(65) OF THE ACT SHALL
14 TAKE EFFECT I N 60 DAYS.

15 (2) THE REMAINDER OF THI'S ACT SHALL TAKE EFFECT JULY 1,
16 2006, OR | MVEDI ATELY, WHI CHEVER IS LATER
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