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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 247 %"

Report of the Committee of Conference

To the Menbers of the House of Representatives and Senate:

We, the undersigned, Commttee of Conference on the part of
t he House of Representatives and Senate for the purpose of
considering House Bill No. 247, entitled: "An act anending 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 taxes thereon; * * *
prescribing crimes, offenses and penalties,' * * * | NCREASI NG
THE RATE OF THE PERSONAL | NCOVE TAX; | MPOSI NG CERTAI N CONDI TlI ONS
I N THE SAVI NG CLAUSE OF THE PERSONAL | NCOVE TAX AS TO THE
VALI DI TY OF STATE LAWS AUTHORI ZI NG CI TIES OF THE FI RST CLASS BY
ORDI NANCE TO | MPCSE A TAX ON THE | NCOVE OF NONRESI DENTS OF SUCH
CI TY; | NCREASI NG THE RATE OF TAX | MPOSED ON CERTAI N
CORPORATI ONS; CHANG NG THE PERI OD FOR SETTLEMENT OF CORPORATE
| NCOVE TAXES AND CHANG NG THE PREPAYMENT OF TAX PROVI SI ONS FOR
SUCH TAXES; PRESCRI Bl NG THE EFFECTI VE DATE FOR VARI QUS
PROVI SI ONS AND REPEALI NG A CERTAI N ACT. "

respectfully submt the following bill as our report:

JOHN L. BRUNNER
MAX Pl EVSKY

(Committee on the part of the House of Representatives.)

JOSEPH F. SM TH
HENRY C. MESSI NGER

(Committee on the part of the Senate.)
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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
penalties,” increasing the rate of the personal incone tax;
increasing the rate of interest on unpaid tax; inposing
certain conditions in the saving clause of the personal
income tax as to the validity of State | aws authori zi ng
cities of the first class by ordinance to inpose a tax on the
i ncome of nonresidents of such city; increasing the rate of
tax inmposed on certain corporations; changing the period for
settl enent of corporate incone taxes and changing the
prepaynment of tax provisions for such taxes; prescribing the
effective date for various provisions and repealing a certain
act .

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

Section 1. Section 302 of the 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) and anmended March 13, 1974 (P.L.179,

No. 32), is anmended to read:

Section 302. Inposition of Tax.--(a) There is hereby inposed

an annual tax to be paid by resident individuals, estates or

trusts at the rate of [two per cent] two and two-tenths per cent

on the privilege of receiving each of the classes of incone
herei nafter enunerated in section 303.

(b) There is hereby inposed an annual tax to be paid by
nonresi dent individuals, estates or trusts at the rate of [two

per cent] two and two-tenths per cent on the privil ege of

recei ving each of the classes of income enunerated in section
303 from sources within this Conmonwealth.

Section 2. Sections 351 and 359 of the act, added August 31,
1971 (P.L.362, No.93), are anended to read:



Section 351. Interest.--If any anmount of tax inposed by this
article is not paid on or before the |last date prescribed for

paynent, interest on such anount at the rate of [one-half]

three-fourths of one per cent per nonth, for each nonth or
fraction thereof fromsuch date, shall be paid for the period
fromsuch | ast date to the date paid. The |last date prescribed
for paynment shall be determ ned without regard to any extension
of time for filing the return. This section shall not apply to
any failure to pay estimted tax.

Section 359. Saving Cause and Limtations.--(a)

Not wi t hst andi ng anyt hing contained in any law to the contrary,

including but not linited to the provisions of the act of August

5, 1932 (Sp.Sess., P.L.45, No.45), referred to as the Sterling

Act, the validity of any ordi nance or part of any ordi nance or
any resolution or part of any resolution, and any anmendnents or
suppl enents thereto now or hereafter enacted or adopted by any
political subdivision of this Cormonwealth for or relating to
the inmposition, levy or collection of any tax, shall not be
affected or inpaired by anything contained in this article,

except as hereinafter provided in subsection (b) of this

secti on.

(b)Y Notwi thstandi ng the provi sions of subsection (a) of this

section to the contrary, any rate of tax inposed by ordi nance of

a city of the first class pursuant to the above cited Sterling

Act on sal aries, wages, conm ssions, conpensati on or other

i ncone received or to be received for work done or services

perforned within such city by persons who are not | ega

resi dents of such city, shall not, except as hereinafter

provi ded, exceed the tax inposition rate of four and fi ve-

si xteenths per cent for the tax year 1977 or for any tax year
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thereafter.

In the event such city by ordi nance i nposes a tax rate on

resi dents or nonresidents in excess of the aforesaid tax rate on

the i ncone cateqories enunerated herein, the provisions of the

ordi nance i nposi ng such tax rate i ncrease on i nconme of persons

who are |l eqgal residents of such city, shall be deened valid and

legally effective within the neani ng and appli cati on of

subsection (a) herein. But the provisions of such ordi nance

i mposing a tax rate in excess of four and five-si xteenths per

cent with respect to persons who are not | egal residents of such

city shall be deened suspended and wi thout any validity to the

extent that such tax rate exceeds the tax rate of four and five-

si xteenths per cent on inconme of such nonresidents. And, such

excess tax rate provisions shall remain suspended and w t hout

any validity until such date as the city of the first class, by

ordi nance, inposes a rate of tax on i ncone of both | eqgal

resi dents or nonresidents of such city in excess of the tax rate

i mposition of five and three-fourths per cent per year. |In such

case the Legi sl ature hereby decl ares such suspensi on to be

renoved and the tax rate valid as to nonresi dents, provided,

however, that such suspension is renoved and the rate deened

valid only to the extent the tax rate i nposed on i ncone of such

nonr esi dents does not exceed seventy-five per cent of the tax

rate i nposed by ordi nance per year on the i ncone of | egal

residents of such city. It is the intention of the Legi sl ature

by this subsection to i npose certain terns and conditions with

respect to the validity and | egal effectiveness of the Sterling

Act or of any ordinance of the city of the first class enacted

pur suant thereto which i nposes a tax on the i ncone of

nonresi dents of such city.
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Not wi t hst andi ng t he suspensi on provi sions set forth

heretofore, each city of the first class which i nposes a tax

pursuant to the above cited Sterling Act shall, by ordi nance

direct every enpl oyer nmintaining an office or transacting

busi ness within such city and nmaki ng paynent of conpensati on (i)

to a resident individual, or (ii) to a nonresident individual

t axpayer perform ng services on behalf of such enpl oyer within

such city, shall deduct and withhold from such conpensati on for

each payroll period a tax conputed in such manner as to result,

so far as practicable, in withholding fromthe enpl oye's

conpensati on duri ng each cal endar year an anpbunt substantially

equi valent to the tax reasonably estinated to be due for such

vear with respect to such conpensati on. The nethod of

deternmi ning the anount to be withheld shall be to withhold the

hi ghest anpbunt of tax i nposed with provision in such ordi nance

to provide refunds of the excess tax withheld to qualified

nonr esi dent taxpayers within four nonths of the end of each

cal endar year.

In the event that all or any part of the provisi ons of

subsection (b) of this section are declared by a court to be

unconstitutional, it shall be the duty of the court to construe

the renmni ni ng anendatory provisions to Article Ill in accordance

with section 358.

Section 3. Section 402 of the act, anended March 13, 1974
(P.L.179, No.32), is anended to read:

Section 402. Inposition of Tax.--Every corporation shall be
subject to, and shall pay for the privilege of doing business in
this Commonweal th, or having capital or property enployed or
used in this Commonweal th, by or in the nane of itself, or any

person, partnership, association, limted partnership, joint-
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stock association, or corporation, a State excise tax at the
rate of twelve per cent per annum upon each doll ar of taxable

i ncome of such corporation received by, and accruing to, such
corporation during the cal endar year 1971 and the first six
nmont hs of 1972 and at the rate of el even per cent per annum upon
each dollar of taxable incone of such corporation received by,
and accruing to, such corporation during the second six nonths
of cal endar year 1972 through the cal endar year 1973 and at the
rate of nine and one-half per cent per annum upon each dol |l ar of
t axabl e i ncone of such corporation received by, and accruing to,

1976 and at the rate of ten and one-half per cent per annum upon

each dollar of taxable i ncone of such corporation received by,

and accruing to, such corporation during the cal endar year 1977

and each cal endar year thereafter, except where a corporation
reports to the Federal Governnent on the basis of a fiscal year
and has certified such fact to the departnent as required by
section 403 of this article, in which case, such tax, at the
rate of twelve per cent, shall be levied, collected, and paid
upon all taxable inconme received by, and accruing to, such
corporation during the first six nonths of the fiscal year
commencing in the cal endar year 1972 and at the rate of el even
per cent, shall be levied, collected, and paid upon all taxable
i nconme received by, and accruing to, such corporation during the
second six nmonths of the fiscal year conmmencing in the cal endar
year 1972 and during the fiscal year conmmencing in the cal endar
year 1973 and at the rate of nine and one-half per cent, shal
be |l evied, collected, and paid upon all taxable incone received
by, and accruing to, such corporation during the fiscal year

commencing in the cal endar [year] years 1974, 1975 and 1976 and
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at the rate of ten and one-half per cent, shall be |evied,

coll ected, and paid upon all taxable incone recei ved by, and

accruing to, such corporation during the fiscal year connenci ng

in the cal endar year 1977 and during each fiscal year

thereafter. No penalty prescri bed by subsection (e) of section

1202.1 shall be assessed agai nst a corporation for the

addi ti onal tax which nay be due as a result of the increase in

tax rate fromnine and one-half per cent to ten and one-hal f per

cent i nposed retroactively by this section for the cal endar year

1977 or for the fiscal year conmencing in 1977.

Section 4. Subsection (a) of section 407 of the act is
amended to read:

Section 407. Settlement and Resettlenent.--(a) Al taxes
due under this article shall be settled by the departnent, and
such settlenment shall be subject to audit and approval by the
Department of the Auditor General, and shall, so far as
possi bl e, be made so that notice thereof may reach the taxpayer

[before the end of two years] within eighteen nonths after the

tax report was required to be nade.

* %k

Section 5. Section 502 of the act, amended March 13, 1974
(P.L.179, No.32), is anended to read:

Section 502. Inposition of Tax.--Every corporation carrying
on activities in this Cormonwealth or owning property in this
Commonweal th by or in the name of itself or any person
partnership, joint-stock association or corporation shall be
subject to and shall pay a State property tax on taxable incone
derived fromsources within this Commonweal th at the rate of
twel ve per cent per annum upon each dollar of such taxable

i ncome received by and accruing to such corporation during the
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cal endar year 1971 and the first six nonths of 1972 and at the
rate of el even per cent per annum upon each doll ar of taxable
i ncome of such corporation received by, and accruing to, such
corporation during the second six nonths of cal endar year 1972
t hrough the cal endar year 1973 and at the rate of nine and one-
hal f per cent per annum upon each dollar of taxable incone of
such corporation received by, and accruing to, such corporation

during the cal endar [year] years 1974, 1975 and 1976 and at the

rate of ten and one-half per cent per annum upon each doll ar of

t axabl e i ncone of such corporation received by, and accruing to,

such corporation during the cal endar year 1977 and each cal endar

year thereafter, except where a corporation reports to the
Federal Governnment on the basis of a fiscal year and has
certified such fact to the department as required by section 403
of Article IV, in which case such tax at the rate of twelve per
cent shall be levied, collected and paid upon each doll ar of
such taxabl e incone received by and accruing to such corporation
during the first six nonths of the fiscal year conmencing in the
cal endar year 1972 and at the rate of eleven per cent shall be

| evied, collected, and paid upon all taxable incone received by,
and accruing to, such corporation during the second six nonths
of the fiscal year comrencing in the cal endar year 1972 and
during the fiscal year conmencing in the cal endar year 1973 and
at the rate of nine and one-half per cent, shall be |evied,
col |l ected, and paid upon all taxable inconme received by, and
accruing to, such corporation during the fiscal year comencing

in the calendar [year] years 1974, 1975 and 1976 and at the rate

of ten and one-half per cent, shall be |evied, collected, and

pai d upon all taxable i ncone received by, and accruing to, such

corporation during the fiscal year commencing in the cal endar
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year 1977 and each fiscal year thereafter: Provided, however,
That such taxable income shall not include incone for any period
for which the corporation is subject to taxation under Article

I'V: And, provided further, That no penalty prescri bed by

subsection (e) of section 1202.1 shall be assessed agai nst a

corporation for the additional tax which may be due as a result

of the increase in tax rate fromni ne and one-half per cent to

ten and one-half per cent inposed retroactively by this section

for the cal endar year 1977 or for the fiscal year conmencing in

Section 6. The act is anmended by adding a section to read:

Section 1202. 1. Prepaynment of Tax.--(a) Notw thstandi ng the

provi sions of this act, or any other State tax law to the

contrary, which required taxpayers to nake paynent of tentative

tax, including but not limted to the capital stock and

franchi se tax, corporate net incone and corporati on i ncone tax,

gross receipts tax on public service conpanies, transportation

by notor vehicles and trackless troll eys, other than notor

vehicles for hire, insurance premuns tax, nutual thrift

institutions tax, net earnings tax, or other simlar tax | aw

requi ri ng paynent of tentative tax, but excluding the prepaynent

by banks and savings institutions under Article VIl and title

i nsurance and trust conpani es under Article VIII of this act,

such taxpayers, conmmencing with the cal endar year 1970 and

fiscal years beqi nning during the cal endar year 1970 and each

t axabl e year thereafter, on or before the fifteenth day of Apri

for cal endar year taxpayers, and on or before the fifteenth day

of the fourth nonth after the close of its previous fiscal year

for fiscal year taxpayers, shall report annually and pay on

account of the tax due for the current year, an anmount to be
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conputed by applying the current tax rate to ninety per cent of

such tax base fromthe i nmedi ate prior year as nay be applicabl e

with respect to the tax bei ng reported.

(b)Y For the taxable years commenci ng with cal endar year 1979

and for each taxable year thereafter, the tentative tax due for

the current year shall be conputed by applvying the current tax

rate to ninety per cent of such tax base fromthe year preceding

the i medi ate prior year as nay be applicable with respect to

the tax being reported; except that with respect to the

aforesaid gross recei pts tax on public service conpani es,

transportati on by notor vehicles and trackl ess troll eys, other

than notor vehicles for hire, and the aforesai d i nsurance

prem uns tax, such anount shall continue to be conputed by

applying the current tax rate to ninety per cent of the tax base

fromthe i Mmediate prior year as nay be applicable with respect

to the tax bei ng reported.

The tax i nposed on shares of bank and savings institutions

and title insurance and trust conpanies shall be paid in the

manner and within the tine prescribed by Article VIl or Article

VIIl, as the case may be, but subject to the additions and

i nterest provided in subsection (e) of this section.

(c) Paynent of taxes inposed by Articles IV, V, | X and Xl of

this act and by the act of June 22, 1964 (P.L.16, No.?2), known

as "The Mutual Thrift Institutions Tax Act," may at the

t axpayer's el ecti on be an anmount esti mated by the taxpayer which

esti mat ed anount shall not be | ess than ninety per cent of the

tax as is finally reported in the annual tax report for the

current cal endar or fiscal year.

(d) A corporation with respect to the corporate net incone

tax i nposed by Article |V and the corporation i ncone tax inposed
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by Article V of this act nay, at its election, report and pay in

install nents on account of the tax due for the current taxable

vear an anount conputed either by applying the current tax rate

to ninety per cent of the tax base as determ ned i n subsecti on

(a) or (b) of this section, or as conmputed on the basis

estinmated by the taxpayer to be due for the current year which

esti mat ed anount shall not be | ess than ninety per cent of the

tax as is finally reported in the annual tax report for the

current year as provided in subsection (c) of this section. The

install nents shall be paid in accordance with the foll ow ng

schedul es:

First Second Third Fourth
__Year In Due on the 15th day of the follow ng nonths
Whi ch Tax after close of the previous tax year
Year Begins 4th Month 6th Month 9th Month 12t h Mont h
1978 ___95% ___ 0% __5% ___ 0%
1979 ___95% ___ 0% __5% ___ 0%
1980 ___80% ___ 0% _10% __10%
1981 ___40% __30% _20% __10%
1982 ___30% __30% _25% __15%
1983 and
thereafter 25% 25% 25% 25%

Any taxpayer which has el ected to conpute its tentative tax

liability on the aforesaid esti mated basis and whi ch has el ected

to report and pay said estimated tax in install nents, may when

reporting and paying its third or fourth install nent, base such

install nent on an anended tentative tax report reflecting the

taxpayer's new estimate of its tax liability for the tax year:

Provi ded, That the new estinmate reflects a lower tax liability

than was previously reported in its original or, if applicable,
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anended tentative tax report. |If an anended tentative tax report

is filed, each remai ning install nent paynent due, if any, shal

be such as to bring the total install nent paynents nade on

account of the tax due for the current taxable year up to an

anmount determned by nultiplying the tentative tax due for the

vear as reported in the anended report by the sum of the

percentages set forth in the above schedule for the applicable

el apsed i nstall nents.

The renmni ni ng portion of the tax due, if any, shall be paid

upon the date the taxpayer's annual report is required to be

filed under the applicable tax statute, determ ned w t hout

reference to any extension of tine for filing such report.

(e) For taxable years beqginning prior to January 1, 1979,

should it subsequently be determ ned that the anount of the

annual or any install nent paynment of tentative tax due was

understated by nore than five per cent, there shall be added to

the tax deternined to be due an additional ten per cent of the

under st at enent and sai d percentage addition to the

under st at enent shall be deened an additi onal tax and shall bear

interest fromthe date the tentative tax was due.

For taxable years begi nning January 1, 1979 and thereafter,

should it subsequently be determ ned that the anount of the

annual or any install nent paynment of tentative tax due was

underpaid, there shall be i nposed an additi onal tax of ten per

cent of the underpaynent and said tax shall bear interest from

the date the annual or any install nent paynent of tentative tax

was due. Failure to remt the annual or any install nent of

tentative tax paynents on or before the due dates prescribed in

this act shall result in the assessnent of interest and

additions, if any, in the sane manner as prescri bed by | aw
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Section 7. The act of March 16, 1970 (P.L.180, No.69),
entitled "An act relating to State taxation; changing the manner
in which tentative and annual taxes are to be paid; providing a

penalty in certain cases; and making a repealer,” is repeal ed on
the date the amendatory provisions of section 1202.1 of this
article becone applicable.

Section 8. Notw thstanding anything to the contrary in
section 9 relating to the applicability of the tax rate
i ncreases i nposed by sections 302, 402 or 502 in this anmendatory
act, such amendatory sections are hereby repeal ed as foll ows:

(1) The tax rate increase inposed by section 302 in this
anendatory act is hereby repealed to the extent of such
i ncrease, effective January 1, 1980.

(2) The tax rate increases inposed by sections 402 and 502
in this anendatory act are hereby repealed to the extent of such
i ncreases effective January 1, 1980, for those corporations
reporting on a cal endar year basis, and effective on the date
the fiscal year commences in the year 1980 for a corporation
reporting on a fiscal year basis.

(3) If the tax increases provided in sections 302, 402 and
502 are not reenacted before January 1, 1980, the schedul e for
prepaynment of taxes in section 1202.1 is repealed insofar as it
relates to prepaynent of taxes for the cal endar years begi nning
on or after January 1, 1980, or fiscal years beginning in or
after 1980; and, thereafter prepaynents shall be nade on the
same basis as prepaynents were made for the cal endar or fisca
years beginning in 1979.

Section 9. This act shall take effect imediately, but
certain articles, sections or parts or provisions shall be

applicable as foll ows:
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1 (1) The rate of tax inposed by section 302 shall apply on

2 January 1, 1978 and thereafter.

3 (2) The rate of tax inposed by sections 402 and 502 shall be
4 applicable to the cal endar year 1977 or fiscal year beginning

5 1977.

6 (3) Section 407 of the act relating to settlenment shal

7 first apply to reports filed for the taxable year 1978.

8 (4) Section 1202.1 shall take effect imediately, and shal

9 apply to tentative tax reports and paynents for the cal endar and
10 fiscal years beginning in 1978 and thereafter.
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