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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2026 *%%

| NTRODUCED BY HOEFFEL, STAPLETON, ZELLER, GARZI A, COLE
G LLETTE, M LLIRON, MORRI'S, HOPKI NS, LETTERMAN, ZW KL
WLSON, WAGNER AND W SE, JANUARY 31, 1978

REFERRED TO COWM TTEE ON FI NANCE, JANUARY 31, 1978
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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,"” increasing the personal incone, corporate stock
and franchi se, bank shares, title insurance and trust conpany
shares, and insurance prem uns taxes, inposing a State gross
recei pts tax upon unincorporated businesses, codifying
provi sions taxing nutual thrift institutions and increasing
the tax to conpensate for the gradual elimnation of school
real property taxes, and authorizing the Departnent of
Revenue to collect a surtax when | evied by school districts.

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

Section 1. Section 302, 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 anended Decenber 21, 1977 (No.98), is
amended to read:

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

i nposed an annual tax to be paid by resident individuals,



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

2 rates provided in subsection (c) hereof on the privilege of

3 receiving each of the classes of incone hereinafter enunerated
4 in section 303.

5 (b) There is hereby inposed an annual tax to be paid by

6 nonresident individuals, estates or trusts at the [rate of two
7 and two-tenths per cent] rates provided in subsection (c) hereof
8 on the privilege of receiving each of the classes of incone

9 enunerated in section 303 fromsources within this Commonwealth.
10 (c) The rates of the taxes inposed in the two preceding

11 subsections shall be, for the taxpayer's calendar year 1978, two
12 and forty-five one hundredths per cent; cal endar year 1979, two
13 and _seven-tenths per cent; calendar year 1980, two_and ninety-
14 five one hundredths per cent; calendar year 1981, and

15 thereafter, three and two-tenths per cent.

16 Section 2. Article Ill of the act, added August 31, 1971

17 (P.L.362, No.93), is anended by adding a part to read:

18 ARTI CLE 111

19 PERSONAL | NCOVE TAX
20 * x *
21 PART XI'I
22 LOCAL SCHOOL SURTAX COLLECTI ONS
23 Section 370. Local School Surtax.--The chief adm nistrator
24 of each school district of the first class A each school
25 district of the second, third and fourth class whose board of
26 directors levy, and, in the case of districts of the first
27 class, whose city council authorizes and whose nenbers of the
28 board of public education |levy an additional tax for_ school
29 purposes upon the classes of personal incone tax as provided in

30 this article, as authorized under section 602.2 of the act of
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March 10, 1949 (P.L.30, No.14), known as the "Public School Code

of 1949," and deternmines that the departnent shall act as its

coll ection agent, shall so notify the departnent each year by

submtting a certified copy of the resoluti on or ordi nance and

an affidavit setting forth the amount of the tax to be coll ected

by the departnent for the school district. The departnent shal

include in all forns and i nstructions prepared for the

coll ection of the personal inconme tax appropriate instructions

and procedures to enable the residents of the school districts

where the | ocal school surtax is |levied, and coll ection by the

departnent aut hori zed, to conpute and pay over to this

Commpbnweal th said surtax. The departnent shall renit to each

school district all such taxes collected by it on their behalf

within sixty days after recei pt of sane.

Secti on 371. Procedure; Enforcenent; Penalties.--Parts |,

11, 1V, VI, VII, VIIl, I X, X and XI are incorporated by

reference in this part insofar as they are consistent with this

part and applicable to the surtax to be coll ected hereunder.

Section 3. The act is anmended by adding articles to read:

ARTICLE V-A

UNI NCORPORATED BUSI NESS ASSOCI ATI ONS GROSS RECEI PTS TAX

DEFI NI TI ONS

Secti on 501-A. Definitions.--The foll owi ng words, terns and

phrases when used in this article shall have the neani ng

ascribed to themin this section except where the context

clearly indicates a different neaning:

(a) "Person." Any individual, partnership or uni ncorporated

associ ati on; whenever used in any clause prescri bing or inposing

a penalty the term "person" as applied to associ ati ons shal
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mean the partners or nenbers thereof; "person" shall not include

donestic or foreign corporations of any cl ass.

(b)Y "Whol esal e deal er" or "whol esal e vendor." Any person

who sells to dealers in or vendors of goods, wares and

mer chandi se.

(c) "Retail dealer" or "retail vendor." Any person who

sells to dealers in or vendors of goods, wares and nerchandi se

who i s not a whol esal e deal er or vendor.

(d) "Manufacturer." Any person who sells goods, wares and

mer chandi se of his own growth or production.

(e) "Business." The carrying on or exercising for gain or

profit within the Commonweal th of Pennsyl vani a by any person of

any trade, business, profession, vocation or nmaking sales to

persons within this Commpbnweal th or of any nmanuf acturi ng,

commercial or financial service or business including but not

limted to manuf acturers, brokers, whol esal e deal ers or

whol esal e vendors, retail dealers or retail vendors.

"Busi ness" shall not include the foll ow ng: any busi ness

conducted by a nonprofit uni ncorporated associ ati on or gani zed

for religious, charitable or educati onal purposes; any authority

created and organi zed under and pursuant to any act of Assenbly;

t he busi ness of any i nsurance conpany, associ ati on or exchange

or any fraternal benefit or beneficial society or any other

state under the | aws of which i nsurance conpani es, associ ati ons

or exchanges or fraternal benefit or beneficial societies of

this Commonweal th doi ng business in such other state woul d be

subj ected by reason of the tax i nposed by this act to additi onal

or further taxes, fines, penalties or |license fees by such other

state and any enpl oynent for a wage or sal ary.

(f) "Financial service" or "financial business." The
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servi ces and transacti ons of uni ncorporated private banks and

bankers, buil ding and | oan associ ati ons, savi ngs and | oan

associ ations, credit uni ons, savings banks, banks, bank and

trust conpani es, trust conpani es, i nvestnent conpani es

regi stered as such with the Federal Securities and Exchange

Commi ssi on, hol di ng conpani es, deal ers and brokers i n npbney

credits, commerci al paper, bonds, notes, securities and stocks,

nmonetary netals factors and conm ssi on nerchants.

(g) "G oss volune of business." &Goss receipts, and shal

i ncl ude both cash and credit transactions as reported for

Federal incone tax purposes; it shall exclude (i) the doll ar

vol une of annual busi ness covering the resal e of goods, wares or

mer chandi se taken by a dealer as a trade-in or as part paynent

for other goods, wares and nerchandi se in the usual and ordi nary

course of his business except to the extent that the resal e

pri ce exceeds the trade-in allowance; (ii) in the case of

fi nanci al busi ness, the cost of securities and other siml ar

property sold, exchanged, paid at maturity or redeened, and

nmoneys or credits received in repaynent of advances, credits and

| oans, but not to exceed the principal anpunt of such advances,

credits and | oans and shall exclude deposits; and (iii) the

recei pts or the portion thereof attributable to any item of sale

i nvol ving the bona fide delivery of goods, commpbdities, wares or

mer chandi se to a |l ocation regqularly mai ntai ned by the other

party to the transaction outside the limts of this Conmbnweal th

and not for the purpose of evadi ng paynent of the tax or any

porti on thereof inmposed under this act.

(h) "Departnent." The Departnent of Revenue of this

Commpnweal t h.

(i) "Taxable year." The cal endar year or the fiscal year
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begi nni ng during the cal endar year.

| MPOSI TI ON AND RATE OF TAX

Secti on 502- A | npositi on and Rate of Tax.--Every person

engagi ng in any business in this Commonweal th shall pay an

uni ncor por at ed busi ness associ ati ons gross recei pts tax for the

t axabl e year 1978 at the rate of one and one-quarter mlls; and

for the taxable year 1979, at the rate of two and one-hal f

mlls; 1980, three and three-quarters nmlls; and for the taxable

vears 1981 and thereafter, five mlls, on each dollar of the

gross vol une of busi ness, transacted by such person in that

t axabl e year.

PART |11

RETURNS AND PAYMENT OF TAX

Secti on 503- A Ret urns. --Every person subject to the tax

i nposed by this act shall on or before May 15 foll owi ng the

taxable year file with the departnent a return upon a form

furni shed by the departnent setting forth his nane, business,

busi ness address, and such other informati on as nmay be necessary

in arriving at the gross vol une of busi ness transacted by him

during the precedi ng year and the anount of the tax due.

Secti on 504- A Paynent.--At the tine of filing the return

t he person nmaki ng the sane shall pay to the departnent the

anount of tax shown as due thereon.

PONERS AND DUTI ES OF DEPARTIVENT

Secti on 505- A Powers and Duties of Departnent.--(a) It

shall be the duty of the departnent to coll ect and recei ve the

taxes, interest, fines and penalties inposed by this act. It

shall keep a record showi ng the anpunt recei ved from each person
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payi ng the tax, interest, fine and penalty and the date of such

(b)Y The departnent is hereby charged with the adm ni strati on

and enforcenent of the provisions of this act and i s hereby

enpowered to prescri be, adopt, pronul gate and enforce

requl ations relating to any matter pertaining to the

adm ni strati on and enforcenent of this act including provision

for the reexam nati on and correction of returns and paynents

all eged or found to be incorrect or as to which an over paynent

is clained or found to have occurr ed.

(c) The departnent is hereby authorized to exanm ne the

books, papers and records of any person in order to verify the

accuracy of any return made or if no return has been nade to

ascertain the tax due. Every such person is hereby directed and

required to give to the departnent the neans, facilities and

opportunity for such exam nations and i nvestigati ons as are

her eby aut hori zed.

Section 506-A. Suit on Collections; Penalty.--(a) This

Commpnweal th may sue for the recovery of taxes, interest, fines

and penal ti es due and unpaid under this act.

(b)Y If for any reason the tax is not paid when due in each

vear interest at the rate of six per cent per annum on the

anount of said tax and in addition a penalty of one per cent of

the anpbunt of the unpaid tax for each nonth or fracti on thereof

during which the tax remains unpaid shall be added and

coll ected. Where suit is brought for the recovery of any such

tax the person liable therefor shall in addition be |liable for

the costs of collection and the interest and penalties herein
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FI NES AND PENALTI ES

Secti on 507-A. Fi nes and Penal ti es. --VWoever nakes any fal se

or untrue statenment on his return or who refuses to pernit

i nspecti on of the books, records or accounts of any business in

his custody or control when the right to nake such i nspecti on by

the departnment is requested and whoever fails or refuses to file

a return required by this act shall upon sunmary convi cti on be

sentenced to pay a fine of not nore than three hundred doll ars

M SCELLANEQUS PROVI SI ONS

Section 508-A. O her Taxes.--1t is hereby declared to be the

i ntention of the General Assenbly that the tax i nposed under

this act shall be in addition to any and all other taxes inposed

by this Conmbnweal t h.

Secti on 509-A. Saving d ause. --Notw t hst andi ng anyt hi ng

contained in any law to the contrary the validity of any

ordi nance or part of any ordi nance or any resol ution or part of

any resol ution and any anendnents or suppl enents thereto now or

hereafter enacted or adopted by any political subdivision

providing for or relating to the inposition, |evy or collection

of any nercantile |license tax shall not be affected or inpaired

by anything contained in this act.

ARTICLE V-B

MUTUAL THRI FT | NSTI TUTI ONS_TAX

DEFI NI TI ONS

Secti on 501-B. Definitions.--As used in this article "nutual

thrift institution" shall be construed to mean every savi ngs

bank wi thout capital stock incorporated by or under any | aw of

19780H2026B2538 - 8 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

this Commonweal th, every buil ding and | oan associ ati on, every

savi ngs and | oan associ ati on i ncorporated under the |laws of this

Commpnweal th and every Federal savings and | oan associ ati on

i ncorporated under the laws of the United States and | ocat ed

within this Conmbnweal t h.

| MPOSI TI ON OF_RATE OF TAX

Secti on 502- B. | nposi ti on; Report and Paynent of Tax;

Exenptions.--(a) Every nutual thrift institution shal

annual |y, upon April 15 each year beqginning in the year 1965,

make a report to the Departnent of Revenue, setting forth the

entire anount of net earnings or incone received or accrued by

said nutual thrift institution fromall sources during the

precedi ng year, and such other informati on as the departnent nay

requi re, and upon such net earnings or incone the said nutual

thrift institution shall pay into the State Treasury, through

t he Departnment of Revenue, for the use of this Conmbnweal t h,

within the tine prescribed by this article for nmaki ng such

annual report, a State excise tax at the rate of el even and one-

half per cent annually for the years 1969 through 1977, and at

the rate of twelve and one-ei ghth per cent for the year 1978;

twel ve and three-quarters per cent for the year 1979; thirteen

and three-ei ghths per cent for the year 1980; and fourteen per

cent for the year 1981 and thereafter, upon such annual net

earnings or incone, for the privilege of doing business in this

Commpnweal th. On or before April 30, 1970, and each year

thereafter, each such nutual thrift institution shall file a

tentative report and pay on account of the tax due upon such

earni ngs or incone received or accrued during that year not |ess

than ei ghty per cent of the anobunt of said tax, the said anpunt
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to be conputed by applying the current tax rate to ei ghty per

cent of the net earnings or incone of such institution for the

i mmedi ate prior year, or of the estimated net earni ngs or i ncone

of such corporation to be recei ved or accrued during the current

vear. The renmi ning portion of the tax due shall be paid upon

the date the institution's annual report is required herein to

be made. Should it subsequently be deternined that the anpunt of

the net earnings or incone of the institution reported for the

i mmedi ate prior year or of the estimated net earni ngs or i ncone

stated by such institution and enpl oyed in the conputati on of

the tentati ve tax was understated by ten per cent or nore, there

shall be added to the tax deternmi ned to be due an additional one

per cent of the amount of said tax for each per cent of such

understatenent, and said additional tax shall bear interest from

the date the tentati ve tax was due.

(b)Y |If, however, any such nutual thrift institution closes

its fiscal year, not upon Decenber 31, but upon sone other date

the tax shall be i nposed upon such annual net earni ngs or incone

recei ved or accrued during its fiscal year and the tentative

report for the fiscal year beginning in 1964 and for each fi scal

vear thereafter shall be nade and the tentative tax for such

vear shall be paid within one hundred twenty days after the

close of the preceding fiscal year, and the renmai ni ng porti on of

the tax due upon the net earni ngs or incone received or accrued

duri ng such year shall be paid within the tine prescri bed by

this article for naking the annual report for such year.

(c) Net earnings or incone shall be deternmined in accordance

with generally accepted principles of accounting, either on a

cash or accrual or conbi ned cash and accrual basi s, dependi ng on

t he net hod of bookkeepi ng enpl oyed by each nmutual thrift
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institution, and in conputing such net earni ngs or incone,

anounts credited or paid as dividends or interest to

shar ehol ders, holders of accounts or depositors shall be

i ncl uded anong the all owabl e deducti ons.

(d) Mutual thrift institutions subject to the provisions of

this act shall be exenpt fromall other corporate taxes inposed

by this Commonwealth for State purposes, and fromall | ocal

t axation i nposed by political subdivisions of this Conmponweal t h

under the authority of the |laws of this Conmbnweal th, except

taxes on real estate or transfers thereof.

PART |11

PROCEDURE; ENFORCEMENT; PENALTI ES

Secti on 503-B. Procedure; Enforcenent; Penalties.--Parts

111, 1V, V, VI and VIl of Article IV are incorporated by

reference into this article insofar as they are applicable to

the tax i nmposed her eunder.

Secti on 504- B. Repeal er.--The act of June 22, 1964 (P.L. 16,

No.2), known as "The Mutual Thrift Institutions Tax Act," is

Section 4. The act is anmended by addi ng sections to read:

Section 602.2. Additional Tax in Lieu of School Real

Property Tax.--In addition to the taxes i nposed by subsecti ons

(a), (b), (f) and (g) of section 602, there is hereby i nposed a

tax for the cal endar year 1978 or the fiscal year beginning in

1978, at the rate of three and three-quarters nmills; for 1979,

seven and one-half mlls; 1980, el even and one-quarter mlls;

1981 and thereafter, fifteen mlls.

Section 701.1. Additional Tax in Lieu of School Real
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1 Property Tax.--1n addition to the taxes inposed by section 701,
2 there is hereby inposed a tax for the calendar year 1978, at the
3 rate of seven-eighths mlls; for 1979, one and three-quarters

4 mlls; 1980, two and five-eighths mlls; and for 1981 and

5 thereafter, three and five-tenths mlls.

6 Section 801.1. Additional Tax in Lieu of School Real

7 Property Tax.--In addition to the taxes inposed by section 801,
8 there is hereby inposed a tax for the calendar year 1978, at the
9 rate of seven-eighths mlls; 1979, one and three-quarter nills;
10 1980, two_and five-eighths mlls; and 1981 and thereafter, three
11 and five-tenths mlls.

12 Section 902.1. Additional Tax in Lieu of School Real

13 Property Tax.--In addition to the taxes inposed by subsection

14 (a) of section 902, there is hereby inposed a tax for general

15 revenue purposes for the calendar year 1978, at the rate of

16 five-one-hundredths per cent; for 1979, ten-one-hundredths per
17 «cent; 1980, fifteen-one-hundredths per cent; and 1981 and

18 thereafter, twenty-one-hundredths per cent.

19 Section 5. This act shall take effect imediately.
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