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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,” further defining "dividends" AND "COVPENSATI ON, " <—
and providing for taxation as personal incone on install nent
paynents of real and personal property and further providing
for tax returns.

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

Section 1. Clause CLAUSES (D) AND (f) of section 301, act <—
of March 4, 1971 (P.L.6, No.2), known as the "Tax Reform Code of
1971, " added August 31, 1971 (P.L.362, No.93), is AND CLAUSE (D) <—
AVENDED MAY 9, 1972 (P.L.273, NO 60), ARE anended to read:

Section 301. Definitions.--The followi ng words, terns and
phrases when used in this article shall have the neaning
ascribed to themin this section except where the context

clearly indicates a different neaning. Any reference in this
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article to the Internal Revenue Code shall include the Internal
Revenue Code of 1954, as anended to the date on which this
article is effective.

* x *

(D) " COVPENSATI ON' MEANS AND SHALL | NCLUDE SALARI ES, WAGES,
COW SSI ONS, BONUSES AND | NCENTI VE PAYMENTS WHETHER BASED ON
PROFI TS OR OTHERW SE, FEES, TIPS AND SI M LAR REMUNERATI ON
RECEI VED FOR SERVI CES RENDERED, VWHETHER DI RECTLY OR THROUGH AN
ACGENT, AND WHETHER I N CASH OR | N PROPERTY.

THE TERM " COVPENSATI ON' SHALL NOT MEAN OR | NCLUDE: (1)

PERI ODI C PAYMENTS FOR SI CKNESS AND DI SABI LI TY OTHER THAN REGULAR
WAGES RECEI VED DURI NG A PERI OD OF SI CKNESS OR DI SABI LI TY; OR
(1'l') DI SABILITY, RETI REMENT OR OTHER PAYMENTS ARI SI NG UNDER
WORKMEN S COVPENSATI ON ACTS, OCCUPATI ONAL DI SEASE ACTS AND

SI M LAR LEG SLATI ON BY ANY GOVERNMENT; OR (I111) PAYMENTS
COVMONLY RECOGNI ZED AS OLD AGE OR RETI REMENT BENEFI TS PAI D TO
PERSONS RETI RED FROM SERVI CE AFTER REACHI NG A SPECI FI C ACGE OR
AFTER A STATED PERI OD OF EMPLOYMENT; OR (1V) PAYMENTS COVMONLY
KNOM AS PUBLI C ASSI STANCE, OR UNEMPLOYMENT COVPENSATI ON
PAYMENTS BY ANY GOVERNMENTAL AGENCY; OR (V) PAYMENTS TO

REI MBURSE ACTUAL EXPENSES; OR (VI) PAYMENTS MADE BY EMPLOYERS OR
LABOR UNI ONS FOR PROGRAMS COVERI NG HOSPI TALI ZATI ON, SI CKNESS,

Dl SABI LI TY OR DEATH, SUPPLEMENTAL UNEMPLOYMENT BENEFI TS, STRI KE
BENEFI TS, SOCI AL SECURI TY AND RETI REMENT; OR (VI1) ANY
COVPENSATI ON RECEI VED BY UNI TED STATES SERVI CEMEN SERVI NG I N A
COVBAT ZONE; OR (VI11) COVPENSATI ON I N AN AMOUNT EQUAL TO

NECESSARY AND REASONABLE EXPENSES OF TRAVEL, MEALS AND LODAE NG

PAID OR | NCURRED BY AN EMPLOYE WH LE AVWAY FROM HOVE I N

CONNECTION WTH H' S EMPLOYMENT TO THE EXTENT SUCH EXPENSES ARE

NOT_REI MBURSED BY THE EMPLOYER.
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* * %

(f) "Dividends" nmeans any distribution in cash or property
made by a corporation, association or business trust, (i) out of
accurul ated earnings and profits, or (ii) out of earnings and

profits of the year in which such dividend is paid, except that

a stock dividend which is not treated as i ncone for Feder al

i ncone tax purposes shall not be considered as i nconme for

pur poses of this article.

* * %

Section 2. The first paragraph of clause (3) of subsection
(a) of section 303 of the act, anmended June 17, 1974 (No. 105),

i s amended to read:

Section 303. Casses of Incone.--(a) The classes of incone
referred to above are as follows:

* x *

(3) Net gains or incone fromdisposition of property. Net
gains or net inconme, |less net |osses, derived fromthe sale,
exchange or other disposition of property, including real or
personal , whether tangible or intangible as determined in
accordance with accepted accounting principles and practices.
For the purpose of this act, for the determ nation of the basis
of any property, real and personal, if acquired prior to June 1
1971, the date of acquisition shall be adjusted to June 1, 1971
as if the property had been acquired on that date. If the
property was acquired after June 1, 1971, the actual date of
acqui sition shall be used in determination of the basis. In the

case of installnent sales of real or personal property the

t axabl e gain recogni zed in any year shall be that portion of the

total gain that the install ment paynent in any such year bears

to the total sales price to be paid over the entire install nent

19750H0314B3068 - 3 -



1 period. The determination of total gains, installnent paynent

2 and total sales price shall be determned in accordance wth

3 accepted accounting principles and practices. The portion of the
4 gain in installnent paynents received in_a tax year conmencing

5 after the effective date of this anendatory act is taxable

6 notw thstanding that the sale occurred prior to June 1, 1971

7 wunless the tax has been previously paid on the entire gain.

8 * x *

9 Section 3. Section 330 of the act, added August 31, 1971

10 (P.L.362, No.93), is anended to read:

11 Section 330. Returns and Liability.--On or before the date
12 when the taxpayer's Federal inconme tax return is due or would be
13 due if the taxpayer were required to file a Federal incone tax
14 return, under the Internal Revenue Code of 1954, a tax return

15 wunder this article shall be made and filed by or for every

16 taxpayer having incone for the taxable year: Provided, That no
17 return shall be required if the taxpayer has no_tax due by

18 reason of application of special tax provisions.

19 Section 4. This act shall take effect inmediately AND SHALL <—
20 BE RETROACTI VE TO JANUARY 1, 1976.
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