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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
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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,” further providing for the inposition, collection
and apportionnment of taxes on nutual thrift institutions.

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

Section 1. Section 1501 of the act of March 4, 1971 (P.L.6,
No. 2), known as the Tax Reform Code of 1971, added Decenber 1
1983 (P.L.228, No.66), is anended to read:

Section 1501. Definitions.--[As used in this article "mnutual
thrift institution” shall be construed to nmean every savi ngs
bank wi thout capital stock incorporated by or under any |aw of
this Commonweal th, every building and | oan associ ati on, every
savi ngs and | oan associ ation incorporated under the laws of this

Commonweal th, every Federal savings and | oan associ ation
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i ncorporated under the laws of the United States and every
savings institution having capital stock incorporated by or
under any law of this Commonweal th or under any |aw of the
United States and |located within this Commonweal th.] The

foll owing words, terns and phrases, when used in this article,

shal|l have the neani ng ascribed to themin this section, except

where the context clearly indicates a different neani ng:

(1) "Enploye." An individual to whom wages are paid within

t he nmeani ng of section 3401 of the Internal Revenue Code of 1986

(Public Law 99-514, 26 U.S.C. 8§ 3401).

(2) "Lease." A leasing transaction in which the | essor

woul d be treated as owner of the | ease property under the

provi sions of the Internal Revenue Code of 1954 (68A Stat. 3, 26

US C 8§81 et seq.) prior to the enactnment of the Econom c

Recovery Tax Act of 1981 (Public Law 97-34, 95 Stat. 172). Al

ot her transactions purporting to be | eases shall be treated as

| oans for purposes of this article.

(3) "Located."

(i) An institution is located in this Commbpnwealth in a

t axabl e year only if:

(A) such institution maintains an office in this

Commpnweal t h;

(B) one or nore enployes of the instituti on has or have a

requl ar presence in this Conmmonweal th; or

(C) such institution owns tangi ble property |located in this

Commpnweal th which it | eases to others for their use, or such

institution owns or | eases tangi ble property |located in this

Commpnweal th which it uses in connection with its activities in

this Conmonweal t h.

(ii) No enploye shall be deened to have a reqgul ar presence
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in this Commonwealth if the only activities engaged in by such

enpl oye in this Commpbnweal th are, or are in connection with, one

or nore of the foll ow ng:

(A) Acquisition or purchase of | oans, secured or unsecured,

or any interest therein.

(B) Participation in | oans nmade by ot her depositories having

offices in this Commbnweal th

(C) Soliciting applications for | oans which are sent outside

this Commonweal th for approval, deposits which are recei ved and

mai ntai ned at an office outside this Commonweal th, or financi al

or depository services which are perforned outside this

Commpnweal t h.

(D) WMaking credit investigations and physi cal inspections

and appraisals of real and personal property securing or

proposed to secure any | oan, or collecting and servicing | oans

i n any nanner what soever.

(iii) Notw thstandi ng any other provision of this article,

unl ess the institution nmaintains an office in this Commonweal th,

an institution shall not be deened to be |located in this

Commpnweal th if the only activities of the institution within

this Commonweal th are, or are in connection wth:

(A) nmaintaining or defendi ng any acti on or suit;

(B filing, nodifying, renewi ng, extending or transferring a

nort gage, deed of trust, or security interest;

(C acquiring, holding, |easing, nortgagi ng, foreclosing,

contracting with respect to, or otherw se protecting or

conveyi ng property in this Commonwealth as a result of default

under the terns of a nortgage, deed or trust, or other security

instrunent relating thereto; or

(D) acting as an executor of an estate, trustee of a benefit

19870H1585B1930 - 3 -



© 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

pl an, enpl oyes' pension, profit-sharing or other retirenent

pl an, testanentary or inter vivos trust; corporate indenture, or

in any other fiduciary capacity, including, but not linmted to,

holding title to real property in this Conmbnweal t h.

(4) "Maintains an office." An institution naintains an

office wherever it has established a requl ar, conti nuous and

fi xed pl ace of busi ness.

(5) "Mutual thrift institution" or "institution." Every

savi ngs bank wi thout capital stock:; buil ding and | oan

associ ati on; savings and | oan associ ati on; and savi ngs

instituti on having capital stock; located within this

Commpnweal th, whether the institution is incorporated under any

| aw of this Commonweal th, under the |law of the United States or

under the | aw of any other jurisdiction.

(6) "Net incone or net loss." The net incone or net | oss

recei ved or accrued by an institution, determ ned in accordance

with generally accepted principles of accounting, except that:

(i) Net incone or net |loss shall be deterni ned on a separate

conpany unconsol i dated basis, using cost in lieu of equity

accounting for investnents in a subsidiary.

(ii) The accounting nethod may be on a cash, conbi ned cash

and accrual, or accrual basis, depending on the nmethod of

bookkeepi ng enpl oyed by the institution.

(iii) In the case of a busi ness conbi nation treated as a

reorgani zati on for purposes of section 368 of the |nternal

Revenue Code of 1986 (Public Law 99-514, 26 U.S.C. 8 368) (or

any sinmlar successor provision) and accounted for under the

pur chase accounti ng nethod, net inconme or net | oss shall be

deterni ned as though the acqui siti on had been accounted for

under the pooling of interest nethod.
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The term "net incone or net |oss" shall exclude anpbunts credited

or paid as interest to holders of accounts or depositors or as

di vi dends to sharehol ders, except that no deduction shall be

permitted for dividends paid by an instituti on having capital

stock to its stockholders with regard to their stock

(7) "Oigination of loans." A loan is deened to have

originated in the state in which the office is | ocated which

properly treats the | oan as an asset on its books. However, if

an institution maintains an office within a state, |oans nmade to

borrowers residing or having their commercial donmicile within

the state are deened to have oriqgi nated at such office within

the state, unless neither negotiati on, approval, nor

admini strative responsibility of or for the | oan by the

depository occurs in the state.

(8) "Property located in a state."

(i) Except as otherwi se provided in this definition,

tangi bl e property, including | eased property, shall be deened to

be located in the state in which such property is physically

si t uat ed.

(ii) Tangi ble personal property which is characteristically

nmovi ng property, such as notor vehicles, rolling stock,

aircraft, vessels, nobile equipnment, and the |li ke, shall be

deened to be located in a state if:

(A) the operation of the property is entirely within the

state, or the operation without the state is occasi onal or

incidental to its operation within the state;

(B) the operation of the property is in two or nore states,

but the principal base of operations fromwhich the property is

sent out is in the state; or

(C) the state is the commercial domcile of the | essee or
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ot her user of the property, where there is no princi pal base of

operati ons and the operation of the property is in two or nore

(9) "Requl ar presence of enployes.” An enpl oye shall be

deened to have a reqular presence in a state if:

(i) anpjority of the enploye's service is perfornmed within

the state; or

(ii) the office fromwhich his activities are directed or

controlled is located in the state, where a npjority of the

enpl oye's service is not perforned in any one state.

(10) "State." Any of the several states of the United

States, the District of Colunbia and any forei gn state.

(11) "Taxable net incone." The net incone of an institution

after allocation and apporti onnment and after any deduction for a

net | oss carryover.

(12) "Taxable year." The cal endar year, fiscal year or

ot her period upon which an institution's taxable incone is

conput ed for purposes of Federal incone tax.

Section 2. Section 1502 of the act, added Decenber 1, 1983
(P.L.228, No.66) and anended Decenber 23, 1983 (P.L.360, No.89)
and July 1, 1985 (P.L.78, No.29), is anended to read:

Section 1502. Inposition; Report and Paynent of Tax;
Exenptions.--(a) Every [rutual thrift] institution shal
[annual | y, upon April 15 of each year beginning in the year

1984], for each taxable year, nmake a report to the Departnent of

Revenue, setting forth the entire anount of net [earnings or]

i nconme received or accrued by said [nutual thrift] institution
fromall sources during the [preceding] taxable year, and such
other information as the departnment may require, and upon such

t axabl e net [earnings or] incone the said [nutual thrift]
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institution shall pay into the State Treasury, through the
Depart ment of Revenue, for the use of the Comonwealth, a State
excise tax at the rate of eleven and one-half per cent upon such

[annual net earnings or] taxable net income, for the privilege

of doing business in the Conmonweal th. [Every mutual thrift
institution shall be required to nmake paynent of tentative tax
pursuant to the provisions of Article XXX. The remai ning portion
of the tax due shall be paid at the tine the report prescribed
herein is required to be nade.

(b) [If, however, any such nutual thrift institution closes
its fiscal year, not upon Decenber 31 but upon sone other date,
the tax shall be inposed upon such annual net earnings or incone
received or accrued during its fiscal year beginning in the year
1983 and during each fiscal year thereafter, and the annual
report of net earnings or inconme received or accrued during each
fiscal year shall be nade, and the remaining tax due thereon
shall be paid within one hundred five days after the cl ose of
such fiscal year. Each such nutual thrift institution shall be
required to make paynent of tentative tax pursuant to the
provi sion of Article XXX

(c) Net earnings or incone or net operating |loss shall be
determ ned in accordance with generally accepted principles of
accounting, either on a cash or accrual or conbined cash and
accrual basis, depending on the nethod of bookkeepi ng enpl oyed
by each nmutual thrift institution, and in conputing such net
earnings or incone or net operating |oss, anounts credited or
pai d as dividends or interest to sharehol ders, hol ders of
accounts or depositors shall be included anong the all owabl e
deducti ons.

(d) For the cal endar year 1983 and fiscal years beginning in
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1983 and thereafter, a net operating |oss, as defined under
subsection (c), shall be allowed as a deduction and can be
carried forward three succeedi ng years. The net operating | oss
shall be carried to the earliest taxable year to which such | oss
may first be carried.

(e) Mitual thrift institutions subject to the provisions of
this article shall be exenpt fromall other corporate taxes
i nposed by the Commonweal th for State purposes. Such
institutions, any shares of stock in such institutions and the
property of such institutions shall be exenpt fromall | ocal
taxation i nposed by political subdivisions of this Combnweal th
under the authority of the laws of this Conmonweal th, except
taxes on real estate or transfers thereof.]

(b) Every institution shall be required to make paynent of

estimated tax pursuant to the provisions of sections 3003.2 and

3003.3 of Article XXX. The remai ni ng portion of the tax due

shall be paid at the tine the report prescribed hereinis

requi red to be nade.

(c) The report shall be nade, and the renmi ni ng tax due

t hereon shall be paid, within one hundred five days after the

close of the institution's taxable year. For this purpose a

fifty-two or fifty-three week fiscal year shall be deened to

have ended on the end of the nonth nearest the end of the fiscal

year.

(d) For taxable years begi nning after Decenber 31, 1985, in

deterni ni ng taxable net incone, there shall be allowed a

deduction to the extent of net incone in the anount of any net

| osses fromthe prior three taxable years, beginning with the

earliest year, except to the extent that any such | oss has been

all owed as a deduction in a prior taxable year.
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(e) Institutions subject to the provisions of this article

shall be exenpt fromall other corporate taxes inposed by the

Commpnweal th for State purposes, including the corporate | oans

tax. Such institutions, any shares of stock in such institutions

and the property of such institutions shall be exenpt from al

| ocal taxation inposed by political subdivisions of this

Commpnweal th, under the authority of the laws of this

Commpnweal th, except taxes on real estate or transfers thereof.

(e.1) 1In the case of a change in ownership by purchase,
I i quidation, acquisition of stock or reorganization of a mnutual
thrift institution in the manner described in section 381 or 382
of the Internal Revenue Code of 1954, as anmended, [the] certain
limtations provided in the Internal Revenue Code wi th respect
to net operating |osses shall apply for the purpose of conputing

the portion of a net |oss carryover recogni zed pursuant to this

article. The applicable limtations shall include all those

limtati ons i nposed solely on account of a change in ownership,

including, but not limted to, sections 269, 318 (insofar as it

defines the scope of section 382), 381 and 382 of the |nternal

Revenue Code of 1954. The carryover of tax | osses shall not be

limted by the Federal consolidated return requl ati ons or

section 338 of the Internal Revenue Code of 1954, providing for

the deened term nati on of corporate exi stence upon the nmaki ng of

certain elections for Federal incone tax purposes. \Wen any

acquiring institution or a transferor institution participated
inthe filing of consolidated returns to the Federal Governnent,
the entitlenment of the acquiring institution to the Pennsyl vani a
net | oss carryover of the acquiring institution or the
transferor institution will be determned as if separate returns

to the Federal Governnent had been filed prior to the change in
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owner shi p by purchase, |iquidation, acquisition of stock or
reorgani zation
Section 3. The act is anmended by adding a section to read:

Section 1502.1. Allocation and Apporti onnent.--(a) Net

i ncone or net |oss shall be all ocated and apporti oned in

accordance with this section.

(b)Y An institution nmay all ocate and apportion its net incone

or net loss if the institution is subject to tax i n another

state based on or neasured by net worth, gross recei pts, net

i ncone or sone simlar base of taxation, or if it could be

subject to such a tax, whether or not such a tax has in fact

been enact ed.

(c) Net incone or |oss which would constitute nonbusi ness

i ncone or loss within the neaning of Article IV shall be

al l ocated according to the rel evant provisions of Article |V.

(d) Incone or loss not all ocated shall be apportioned in

accordance with a fraction, the nunerator of which is the sum of

the payroll factor and the recei pts factor, and the denoni nator

of which is two.

(e) The payroll factor is a fraction, the nunerator of which

is the total wages paid in this Commonweal th and t he denoni nat or

of which is the total wages paid in all states. Wages are paid

in a state if paid to an enpl oye having a requl ar presence

t her ei n.

(f) The receipts factor is a fraction, the nunerator of

which is total receipts located in this Commonweal th and the

denoni nator of which is the total receipts |ocated in al

states. The | ocation of receipts shall be determ ned as fol |l ows:

(1) Receipts fromloans secured primarily by real property

are located in the state in which the predom nant part of the

19870H1585B1930 - 10 -
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security real property is or will be |located. Al receipts from

other | oans are | ocated at the place of origination except as

ot herwi se provi ded. Receipts from |l oans do not include principal

repaynents.

(2) Al receipts fromperformance of services are located in

a state to the extent the services are perforned in the state.

If services are perfornmed partly within two or nbre states, the

recei pts |located in each state shall be neasured by the ratio

which the tine spent in perforn ng such services in the state

bears to the total tine spent in perform ng such services in al

states. Tinme spent in perfornming services in a state is the tine

spent by enpl oyes having a reqular presence in the state in

perform ng such services.

(3) Receipts from| ease transactions are |located in the

state in which the | eased property is deened | ocat ed.

(4) Interest or service charges (excludi ng nerchant

di scounts) from bank, travel and entertai nnent card receivabl es

and credit card holders' fees are located in the state in which

the credit card holder resides in the case of an individual or,

if a corporation, in the state of the card holder's conmmerci al

(5) Interest, dividends and net gains fromsale or

di sposition of securities are located in the state in which the

depository nmaintains an office which treats such securities as

assets on its books or records.

(6) Fees or charges fromthe i ssuance of travel ers checks

and noney orders are |located in the state in whi ch such

travel ers checks or noney orders are i ssued.

Section 4. Section 1505 of the act, added Decenmber 1, 1983
(P.L.228, No.66), is anended to read:
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Section 1505. Tax Credits; Legislative Intent.--Any tax paid
by any [nmutual thrift] institution under the provisions of the
act of June 22, 1964 (P.L.16, No.2), known as "The Mutual Thrift

Institutions Tax Act," as amended, the act of June 25, 1982
(P.L.652, No.184), entitled "An act amendi ng the act of June 22,
1964 (P.L.16, No.2), entitled "An act inposing a State excise
tax on net earnings or income of nmutual thrift institutions;
requiring the filing of reports and paynent of the tax;
providing certain exenptions fromthe tax and repealing part of
an act inposing other taxes,' providing for the deduction and
carryover of net operating |osses in determ ning net earnings

for the tax on nutual thrift institutions,” for taxable years
begi nni ng during 1983 shall be credited to and applied agai nst
the tax inposed by this article without the necessity for the
filing of any petition or request by the taxpayer with the
Depart ment of Revenue, it being the intention of the General
Assenbly that this article be a reenactnent of such act,

al t hough anendi ng such act to include "savings institutions with
capital stock™ within the definition of "rmutual thrift

institution.” Any institution which would have been entitled to
a net operating |oss carryforward under the provisions of the
act of June 22, 1964 (P.L.16, No.2), known as "The Mutual Thrift

Institutions Tax Act," as anended, to cal endar year 1983 and
fiscal years beginning after January 1, 1983 shall remain
entitled to such | oss carryforward.

Section 5. Except as otherw se provided, sections 1 through
4 of this act shall apply to taxable years beginning after 1986.

The definition of "net income or net |loss" (relating to pooling
of interest accounting) in section 1 (section 1501) shall apply

with respect to incone generated after business conbinations
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entered into after 1986.

Section 6. Institutions entitled to a |oss carryforward
under the provisions of section 2 (section 1502(d)) in effect
prior to the anendnents nmade by this act shall remain so
entitled, the amendnents nade by this act with respect to | oss
carryforward deductions being intended as a clarification and
restatenent of such entitlenents. In the case of a conflict
between the prior |oss carryforward provisions and the deducti on
provi ded by this act, the provisions of this act shall govern.

Section 7. This act shall take effect immediately.
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