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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2110 %5

| NTRODUCED BY BROWNE, DENT, FICHTER, COLAFELLA, CONTI, ROONEY,
LYNCH, ARMSTRONG HENNESSEY, ALLEN, TRELLO, SAYLOR, LEH
PETTIT, MCOZZIE, E. Z. TAYLOR MERRY, YOUNGBLOCD, CEl ST,
BUNT, ADOLPH, HASAY, L. |. COHEN, MAlI TLAND, SEMMEL, LAUGHLI N
AND FLI CK, OCTOBER 18, 1995

REFERRED TO COWM TTEE ON FI NANCE, OCTOBER 18, 1995
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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 taxability of certain
gover nment obl i gati ons.

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

Section 1. Sections 303(a)(3) first and third paragraphs and
2901 of the act of March 4, 1971 (P.L.6, No.2), known as the Tax
Ref orm Code of 1971, anended or added Decenber 3, 1993 (P.L.473,
No. 68), are anended to read:

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

* * %

(3) Net gains or incone fromdisposition of property. Net
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gains or net income, |ess net |osses, derived fromthe sale,
exchange or other disposition of property, including real
property, tangi ble personal property[,] or intangible personal
property [or obligations issued on or after the effective date
of this amendatory act by the Commonweal th; any public
authority, comm ssion, board or other agency created by the
Commonweal t h; any political subdivision of the Conmonweal th or
any public authority created by any such political subdivision;
or by the Federal Governnent] as determined in accordance wth
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 acquisition

shall be used in determ nation of the basis.

* * %

The term "net gains or inconme" and "net |osses" shall not
i nclude gains or income or |oss derived from obligations which
are statutorily free from State or |ocal taxation under Article

XXI X of this act or the act of August 31, 1971 (P.L.395, No.94),

entitled "An act exenpting fromtaxation for State and | ocal

pur poses within the Commonweal th certain obligations, their
transfer and the incone therefrom (including any profits made on
the sale thereof), issued by the Comobnweal th, any public
authority, comm ssion, board or other agency created by the
Commonweal th, any political subdivision of the Conmonweal th or
any public authority created by any such political subdivision,"”
or under the laws of the United States. The term "sal e, exchange

or other disposition” shall not include the exchange of stock or
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securities in a corporation a party to a reorgani zation in
pur suance of a plan of reorganization, solely for stock or
securities in such corporation or in another corporation a party
to the reorgani zation and the transfer of property to a
corporation by one or nore persons solely in exchange for stock
or securities in such corporation if inmediately after the
exchange such person or persons are in control of the
corporation. For purposes of this clause, stock or securities
i ssued for services shall not be considered as issued in return
for property.

* %k

Section 2901. Taxability of Government Obligations.--(a)

Except as provided in [subsections (b) and (c)] subsection (b),

all obligations, interest on obligations and i ncone from
obligations issued on or after the effective date of this
section by the Comonweal th, any public authority, conmm ssion,
board or other agency created by the Commobnweal th or any
political subdivision of the Conmonwealth or any public
authority created by any political subdivision of the
Conmmonweal th shall at all times be free fromtaxation for State
and | ocal purposes within the Conmonweal t h.

(b) Governnent obligations described in subsection (a) shal
continue to be subject to inheritance and estate taxes inposed
by Article XXI.

[(c) Profits, gains or inconme derived fromthe sale,
exchange or other disposition of governnment obligations
descri bed in subsection (a) shall be subject to State or |ocal
t axati on. ]

Section 2. The provisions of this act shall apply to al

obligations issued on or after February 3, 1994.
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1 Section 3. This act shall take effect immediately.
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