PRI OR PRI NTER S NO. 3202 PRINTER S NO. 3300

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2405 5%

| NTRODUCED BY PI PPY, BOYES, TRELLO, BARRAR, FRANKEL, GANNON
HASAY, ORI E, RAYMOND, ROSS, STETLER AND WLT, MARCH 16, 2000

AS REPORTED FROM COWM TTEE ON FI NANCE, HOUSE OF REPRESENTATI VES,
AS AVENDED, APRIL 10, 2000
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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 defining "donmestic entity" and "foreign
Ly | addi lof i nbt] ; F Lt al -
stock—and-franchise taxes— ENTITY. " <—

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

Section 1. The definitions of "domestic entity” and "foreign
entity" in section 601 of the act of March 4, 1971 (P.L.6,
No. 2), known as the Tax Reform Code of 1971, anended May 12,

1999 (P.L.26, No.4), are anmended and—the—secti-onis—anendedby <—

addi-ng—a—definition to read:
Section 601. Definitions and Reports.--(a) The follow ng

words, terms and phrases when used in this Article VI shall have

t he neaning ascribed to themin this section, except where the
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context clearly indicates a different neaning:

* * %

"Donestic entity." Every corporation organi zed or
i ncorporated by or under any | aws of the Comonweal t h, ot her
than corporations of the first class and cooperative
agricultural associations not having capital stock and not
conducted for profit, banks, savings institutions, title
i nsurance or trust conpanies, building and | oan associ ati ons and
i nsurance conpanies is a donestic entity. The term "donestic
entity" shall not include:

(1) Any donestic or foreign business trust that qualifies as
a real estate investnent trust under section 856 of the Internal
Revenue Code or a qualified real estate investnent trust
subsi di ary under section 856(i) of the Internal Revenue Code or
any related donestic or foreign business trust which confines
its activities in this Comonwealth to the maintenance,
adm ni strati on and managenent of intangi ble investnents and
activities of real estate investnent trusts or qualified real
estate investnment trust subsidiaries. A qualified real estate
i nvestment trust subsidiary under section 856(i) of the Internal
Revenue Code shall be treated as part of the real estate
investment trust that owns all of the stock of the qualified
real estate investnent trust subsidiary.

(2) Any donestic or foreign business trust that qualifies as
a regul ated i nvestnent conpany under section 851 of the Internal
Revenue Code and is registered with the United States Securities
and Exchange Commi ssion under the Investnent Conpany Act of 1940
or any related donmestic or foreign business trust which confines
its activities in this Comobnwealth to the maintenance,

adm ni strati on and managenent of intangible investnents and
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activities of regul ated investnent conpani es.

(3) Any corporation, trust or other entity that is an exenpt
organi zati on as defined by section 501 of the Internal Revenue
Code of 1986 (Public Law 99-514, 26 U S.C. § 501).

(4) Any corporation, trust or other entity organi zed as a
not-for-profit under the laws of this Commonwealth or the | aws
of any other state that:

(1) would qualify as an exenpt organi zation as defined by
section 501 of the Internal Revenue Code of 1986;

(1i) would qualify as a honeowners associ ation as defined by
section 528(c) of the Internal Revenue Code of 1986 (26 U S.C. §
528(c)); or

(i) is a nmenbership organization subject to the Federal
limtations on deductions from taxable i ncome under section 277
of the Internal Revenue Code of 1986 (26 U S.C. 8§ 277) but only
if no pecuniary gain or profit inures to any nenber or rel ated
entity fromthe nmenbershi p organi zati on.

(5) Any investnent trust CREATED BY ONE OR MORE | NSTI TUTI ONS

AS DEFI NED BY SECTION 701.5 OR 1501 OF TH S ACT FOR THE PURPOSE

OF PROTECTI NG AND CONSERVI NG A PORTFOLI O OF ASSETS, UNDER WHI CH

THERE IS NO PONER TO VARY THE | NVESTMENTS, AND VWHICH | S

CLASSI FI ED AS A PARTNERSH P OR A DI SREGARDED ENTI TY FOR FEDERAL

| NCOVE TAX PURPGSES.

* * %

"Foreign entity." Every corporation incorporated or
organi zed by or under the laws of any jurisdiction other than
t he Commonweal th, and doing business in and liable to taxation
wi thin the Commonweal th or carrying on activities in the
Commonweal th, including solicitation or either owning or having

capital or property enployed or used in the Cormmonweal th by or
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in the nane of any limted partnership or joint-stock
associ ation, copartnership or copartnerships, person or persons,
or in any other manner doing business within and |iable to
taxation within the Cormonweal th ot her than banks, savings
institutions, title insurance or trust conpanies, building and
| oan associations and insurance conpanies is a foreign entity.
The term "foreign entity" shall not include:

(1) Any donestic or foreign business trust that qualifies as
a real estate investnent trust under section 856 of the Internal
Revenue Code or a qualified real estate investnent trust
subsi di ary under section 856(i) of the Internal Revenue Code or
any related donestic or foreign business trust which confines
its activities in this Comonwealth to the maintenance,
adm ni strati on and managenent of intangi ble investnents and
activities of real estate investnent trusts or qualified real
estate investnment trust subsidiaries. A qualified real estate
i nvestment trust subsidiary under section 856(i) of the Internal
Revenue Code shall be treated as part of the real estate
investnment trust that owns all of the stock of the qualified
real estate investnent trust subsidiary.

(2) Any donestic or foreign business trust that qualifies as
a regul ated i nvestnent conpany under section 851 of the Internal
Revenue Code and is registered with the United States Securities
and Exchange Commi ssion under the Investnent Conpany Act of 1940
or any related donmestic or foreign business trust which confines
its activities in this Comonwealth to the maintenance,
adm ni strati on and managenent of intangi ble investnents and
activities of regul ated investnent conpani es.

(3) Any corporation, trust or other entity that is an exenpt

organi zati on as defined by section 501 of the Internal Revenue
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Code of 1986.

(4) Any corporation, trust or other entity organi zed as a
not-for-profit under the laws of this Commonwealth or the | aws
of any other state that:

(1) would qualify as an exenpt organi zation as defined by
section 501 of the Internal Revenue Code of 1986;

(1i) would qualify as a honeowners associ ati on as defined by
section 528(c) of the Internal Revenue Code of 1986; or

(i) is a nmenbership organization subject to the Federal
limtations on deductions fromtaxable i ncome under section 277
of the Internal Revenue Code of 1986 but only if no pecuniary
gain or profit inures to any nenber or related entity fromthe
menber shi p organi zati on.

(5) Any investnent trust CREATED BY ONE OR MORE | NSTI TUTI ONS <—

AS DEFI NED BY SECTION 701.5 OR 1501 OF TH S ACT FOR THE PURPOSE

OF PROTECTI NG AND CONSERVI NG A PORTFOLI O OF ASSETS, UNDER WHI CH

THERE IS NO PONER TO VARY THE | NVESTMENTS, AND WHICH | S

CLASSI FI ED AS A PARTNERSH P OR A DI SREGARDED ENTI TY FOR FEDERAL

| NCOVE TAX PURPGSES.

afy—stecesser—thereto-
Seet+on—2—Fhts—aet—shall—take etteet+n B66-days—
SECTION 2. THI'S ACT SHALL APPLY TO TAXABLE YEARS BEGQ NNI NG <—

AFTER DECEMBER 31, 1999.
SECTION 3. TH S ACT SHALL TAKE EFFECT | MVEDI ATELY.
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