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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2489 5

| NTRODUCED BY BUNT, MAJOR, ARMSTRONG TRUE, HERSHEY, SEMVEL
MAI TLAND AND KREBS, MARCH 31, 1998

REFERRED TO COWM TTEE ON FI NANCE, MARCH 31, 1998

OCO~NOUITARWNE

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
penalties,"” further providing for famly farm corporation
exenption, for definitions, for acquired conpany and for
excl uded transactions.

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

Section 1. Section 602.2(b) of the act of March 4, 1971
(P.L.6, No.2), known as the Tax Reform Code of 1971, is anended
by adding a clause to read:

Section 602.2. Fam |y Farm Corporation Exenption.--* * *

(3) Assets shall be treated as devoted to the busi ness of

agricul ture based upon the actual use of the assets. The | easing

of any assets shall not affect the deterninati on of whether such

assets are devoted to the busi ness of agricul ture.




Section 2. Section 1101-C, anended July 2, 1986 (P.L. 318,
No. 77), the definition of "Fam |y farm corporation” is anmended
and the section is anmended by adding a definition to read:
Section 1101-C. Definitions.--The follow ng words when used
inthis article shall have the neanings ascribed to themin this
secti on:

* * %

"Devoted to the business of agriculture." Assets shall be

treated as devoted to the busi ness of agriculture based upon the

actual use of the assets. The | easi ng of any assets shall not

affect the determ nati on of whether such assets are devoted to

t he busi ness of agri cul ture.

* * %

"Fam |y farmcorporation.” A corporation or limted

liability conpany of which at |east seventy-five per cent of its

assets are devoted to the business of agriculture and at | east
seventy-five per cent of each class of stock of the corporation

or of the interest of the limted liability conpany is

conti nuously owned by nenbers of the same famly. The business
of agriculture shall not be deened to include:

(1) Recreational activities such as, but not limted to,
hunti ng, fishing, canping, skiing, show conpetition or racing;

(2) The raising, breeding or training of gane animals or
gane birds, fish, cats, dogs or pets or animals intended for use
in sporting or recreational activities;

(3) Fur farmng;

(4) Stockyard and sl aught erhouse operations; or

(5) Manufacturing or processing operations of any Kkind.

* * %

Section 3. Sections 1102-C. 3(19 and 1102-C. 5(b), added July
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2, 1986 (P.L.318, No.77), are anended to read:

Section 1102-C. 3. Excluded Transactions.--The tax inposed by
section 1102-C shall not be inposed upon:

* x *

(19) A transfer of real estate devoted to the business of
agriculture to a famly farmcorporation by a nmenber of the sane
famly which directly owns at | east seventy-five per cent of

each class of the stock or nenbers interest thereof.

* * %

Section 1102-C. 5. Acquired Conpany.--* * *

(b) Wth respect to real estate acquired after February 16,
1986, a famly farmcorporation is an acquired conpany when,
because of voluntary or involuntary dissolution, it ceases to be
a famly farm corporation or when, because of issuance or

transfer of stock or nenbers interest because of acquisition or

transfer of assets that are devoted to the business of
agriculture, it fails to neet the m ninumrequirenents of a
famly farm corporation under this act.

* * %

Section 4. This act shall take effect in 60 days.
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