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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 nposi ng duties upon the Departnent of Revenue, certain
enpl oyers, fiduciaries, individuals, persons, corporations
and other entities; prescribing crinmes, offenses and

penal ties,"” further providing for sales and use tax
definitions, for personal income tax definitions and for
speci al tax provisions on poverty; providing for inconme tax
refund checkoffs for breast and cervical cancer research
further providing for realty transfer tax definitions, for

excl usi ons, FOR NEI GHBORHOOD ASSI STANCE TAX CREDI TS AND FOR <—

I NHERI TANCE TAX; EXCLUDI NG CERTAI N COVPUTER SERVI CES FROM
SALES AND USE TAX; FURTHER DEFI NI NG " CLAI MANT" AND

" DEPENDENT"; FURTHER PROVI DI NG FOR SPECI AL TAX PROVI SI ONS FOR
POVERTY, FOR THE DETERM NATI ON OF CAPI TAL STOCK VALUE AND FOR
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ALLOCATI ON OF Cl GARETTE TAX RECEI PTS TO THE CHI LDREN S HEALTH
FUND, FURTHER DEFI NI NG " COMPENSATI ON' FOR PERSONAL | NCOVE TAX
PURPOSES TO EXCLUDE CAFETERI A PLANS AND CERTAI N OTHER
BENEFI TS; EXTENDI NG THE NEI GHBORHOOD ASSI STANCE TAX CREDI T TO
PERSONAL | NCOVE TAXES | MPOSED UNDER ARTI CLE I'11; and maki ng
repeal s.

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

Section 1. Section 201(b), (c), (d), (f), (g9), (k), (o) and
(jj) of the act of March 4, 1971 (P.L.6, No.2), known as the Tax
Ref orm Code of 1971, anended or added August 4, 1991 (P.L.97,

No. 22), Decenber 13, 1991 (P.L.373, No.40), June 16, 1994
(P.L.279, No.48) and June 30, 1995 (P.L.139, No.21), are anended
to read:

Section 201. Definitions.--The followi ng words, terns and
phrases when used in this Article Il shall have the neani ng
ascribed to themin this section, except where the context
clearly indicates a different neaning:

* x *

(b) "Maintaining a place of business in this Commonweal th. "

(1) Having or maintaining within this Commonweal th, directly
or by a subsidiary, an office, distribution house, sal es house,
war ehouse, service enterprise or other place of business, or any
agent of general or restricted authority irrespective of whether
t he place of business or agent is |ocated here permanently or
tenporarily or whether the person or subsidiary maintaining such
pl ace of business or agent is authorized to do business within
t hi s Cormonweal th; or

(2) The engaging in any activity as a business within this
Commonweal th by any person, directly or by a subsidiary, in

connection with the | ease, sale or delivery of tangible personal

property or the performance of services thereon for use, storage
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or consunption or in connection with the sale or delivery for
use of the services described in subclauses (11) through (16)
and (18) of clause (k) of this section, including, but not
l[imted to, having, nmaintaining or using any office,

di stribution house, sal es house, warehouse or other place of
busi ness, any stock of goods or any solicitor, salesman, agent
or representative under its authority, at its direction or with
its perm ssion, regardl ess of whether the person or subsidiary
is authorized to do business in this Comobnweal t h.

(3) Regularly or substantially soliciting orders within this
Commonweal th in connection with the | ease, sale or delivery of
tangi bl e personal property to or the perfornmance thereon of
services or in connection with the sale or delivery of the
cl ause (k) of this section for residents of this Conmonweal th by
means of catal ogues or other advertising, whether such orders
are accepted within or without this Conmonweal t h.

(c) "Manufacture." The performance of manufacturing,
fabricating, conpounding, processing or other operations,
engaged in as a business, which place any tangi bl e personal
property in a form conposition or character different fromthat
in which it is acquired whether for sale or use by the

manuf acturer, and shall include, but not be limted to--

(1) Every operation comrencing with the first production
stage and ending with the conpl etion of tangi ble personal
property having the physical qualities (including packaging, if
any, passing to the ultimte consuner) which it has when
transferred by the manufacturer to another;

(2) The publishing of books, newspapers, nagazi nes and ot her

periodicals and printing;
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(3) Refining, blasting, exploring, mning and quarrying for,
or otherwi se extracting fromthe earth or fromwaste or stock
piles or frompits or banks any natural resources, mnerals and

m neral aggregates including blast furnace sl ag;

1

2

3

4

5 (4) Building, rebuilding, repairing and maki ng additions to,
6 or replacenents in or upon vessels designed for commercial use
7 of registered tonnage of fifty tons or nore when produced upon
8 special order of the purchaser, or when rebuilt, repaired or

9 enlarged, or when replacenents are nade upon order of, or for

10 the account of the owner;

11 (5) Research having as its objective the production of a new
12 or an inproved (i) product or utility service, or (ii) nethod of
13 producing a product or utility service, but in either case not
14 including market research or research having as its objective
15 the inprovenent of adm nistrative efficiency.

16 (6) Remanufacture for whol esale distribution by a

17 remanufacturer of notor vehicle parts fromused parts acquired
18 in bulk by the remanufacturer using an assenbly |ine process

19 which involves the conpl ete disassenbly of such parts and
20 integration of the conponents of such parts with other used or
21 new conponents of parts, including the sal vagi ng, recycling or
22 reclaimng of used parts by the remanufacturer.
23 (7) Remanufacture or retrofit by a manufacturer or
24 remanufacturer of aircraft, arnored vehicles, other defense-
25 related vehicles having a finished value of at least fifty
26 thousand dollars ($50,000). Renmanufacture or retrofit involves
27 the disassenbly of such aircraft, vehicles, parts or conmponents,
28 including electric or electronic conponents, the integration of
29 those parts and conponents with other used or new parts or
30 conponents, including the sal vaging, recycling or reclaimng of
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the used parts or conmponents and the assenbly of the new or used
aircraft, vehicles, parts or conponents. For purposes of this
clause, the following terns or phrases have the follow ng

nmeani ngs:

(i) m"aircraft” neans fixed-wing aircraft, helicopters,
powered aircraft, tilt-rotor or tilt-wing aircraft, unmanned
aircraft and gliders;

(ii) "arnored vehicles" neans tanks, arned personnel
carriers and all other arned track or semtrack vehicles; or

(ti1) "other defense-rel ated vehicles" neans trucks, truck-
tractors, trailers, jeeps and other utility vehicles, including
any unmanned vehi cl es.

The term "manufacture[,]" shall not include constructing,
altering, servicing, repairing or inproving real estate or
repairing, servicing or installing tangi ble personal property,
nor the cooking[,] or freezing [or baking] of fruits,
veget abl es, mushroons, fish, seafood, neats[,] or poultry [or

bakery products].

* * %

(d) "Processing." The performance of the follow ng
activities when engaged in as a business enterprise:

(1) The filtering or heating of honey, the cooking[, baking]
or freezing of fruits, vegetables, mushroons, fish, seafood,
meats[,] or poultry [or bakery products], when the person
engaged in such business packages such property in seal ed
contai ners for whol esal e distribution.

(1.1) The processing of vegetables by cleaning, cutting,
coring or chopping and treating to preserve, sterilize or purify

and substantially extend the useful shelf [ife of the

veget abl es, when the person engaged in such activity packages
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such property in seal ed containers for whol esal e distribution.

(2) The scouring, carbonizing, cording, conbing, throw ng,
twi sting or winding of natural or synthetic fibers, or the
spi nni ng, bl eaching, dyeing, printing or finishing of yarns or
fabrics, when such activities are performed prior to sale to the
ul ti mate consuner

(3) The electroplating, galvanizing, enaneling, anodi zing,
coloring, finishing, inpregnating or heat treating of netals or
plastics for sale or in the process of manufacturing.

(4) The rolling, drawi ng or extruding of ferrous and non-
ferrous netals.

(5) The fabrication for sale of ornamental or structura
nmetal or of nmetal stairs, staircases, gratings, fire escapes or
railings (not including fabrication work done at the
construction site).

(6) The preparation of animal feed or poultry feed for sale.

(7) The production, processing and bottling of non-al coholic
beverages for whol esal e distribution.

(8) The operation of a saw m Il or planing mlIl for the
production of |unber or |unber products for sale.

(9) The mlIling for sale of flour or neal from grains.

(10) The slaughtering and dressing of aninmals for neat to be
sold or to be used in preparing neat products for sale, and the
preparation of meat products including lard, tallow, grease,
cooking and inedible oils for whol esal e distribution.

(11) The processing of used |ubricating oils.

(12) The broadcasting of radio and tel evision prograns of
i censed commercial or educational stations.

* * %

(f) "Purchase at retail."

19970H0134B1484 - 6 -



(1) The acquisition for a consideration of the ownership,
custody or possession of tangible personal property other than
for resale by the person acquiring the sane when such

acquisition is made for the purpose of consunption or use,

1
2
3
4
5 whether such acquisition shall be absolute or conditional, and
6 by what soever neans the sane shall have been effected.

7 (2) The acquisition of a license to use or consune, and the
8 rental or |ease of tangi ble personal property, other than for

9 resale regardless of the period of time the | essee has

10 possession or custody of the property.

11 (3) The obtaining for a consideration of those services

12 described in subclauses (2), (3) and (4) of clause (k) of this
13 section other than for resale.

14 (4) Aretention after March 7, 1956, of possession, custody
15 or a license to use or consune pursuant to a rental contract or
16 other | ease arrangenent (other than as security), other than for
17 resale.

18 (5) The obtaining for a consideration of those services

19 described in subclauses (11) through (16) and (18) of clause (k)

20 of this section.

21 The term "purchase at retail” with respect to "liquor" and
22 "malt or brewed beverages" shall include the purchase of
23 "liquor" fromany "Pennsylvania Liquor Store" by any person for

24 any purpose, and the purchase of "malt or brewed beverages"” from

25 a "manufacturer of malt or brewed beverages,"” "distributor" or
26 "inporting distributor” by any person for any purpose, except

27 purchases froma "manufacturer of nmalt or brewed beverages" by a
28 "distributor” or "inporting distributor” or purchases from an

29 "inporting distributor” by a "distributor” within the neaning of

30 the "Liquor Code." The term "purchase at retail" shall not
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i ncl ude any purchase of "malt or brewed beverages" from a
"retail dispenser” or any purchase of "liquor" or "malt or
brewed beverages” froma person holding a "retail |iquor
license” within the neaning of and pursuant to the provisions of
the "Liquor Code," but shall include any purchase or acquisition
of "liquor” or "malt or brewed beverages" other than pursuant to
t he provisions of the "Liquor Code."

(g) "Purchase price."

(1) The total value of anything paid or delivered, or
prom sed to be paid or delivered, whether it be noney or
otherwi se, in conplete performance of a sale at retail or
purchase at retail, as herein defined, w thout any deduction on
account of the cost or value of the property sold, cost or value
of transportation, cost or value of |abor or service, interest
or discount paid or allowed after the sale is consummted, any
ot her taxes inposed by the Commonweal th of Pennsyl vania or any
ot her expense except that there shall be excluded any gratuity
or separately stated deposit charge for returnable containers.

(2) There shall be deducted fromthe purchase price the
val ue of any tangi bl e personal property actually taken in trade
or exchange in lieu of the whole or any part of the purchase
price. For the purpose of this clause, the anpunt allowed by
reason of tangi ble personal property actually taken in trade or
exchange shall be considered the val ue of such property.

(3) In determning the purchase price on the sale or use of

t axabl e tangi bl e personal property or a service described in

subcl auses (11) through (16) and (18) of clause (k) of this

section where, because of affiliation of interests between the

vendor and purchaser, or irrespective of any such affiliation,

if for any other reason the purchase price declared by the

19970H0134B1484 - 8 -
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vendor or taxpayer on the taxable sale or use of such tangible
personal property or service is, in the opinion of the
departnment, not indicative of the true value of the article or
service or the fair price thereof, the departnent shall,
pursuant to uniformand equitable rules, determ ne the anount of
constructive purchase price upon the basis of which the tax
shall be conputed and | evied. Such rules shall provide for a
constructive anount of purchase price for each such sale or use
whi ch woul d naturally and fairly be charged in an arns-1|ength
transaction in which the elenment of comon interest between the
vendor or purchaser is absent or if no common interest exists,
any other elenment causing a distortion of the price or value is
i kewi se absent. For the purpose of this clause where a taxable
sale or purchase at retail transaction occurs between a parent
and a subsidiary, affiliate or controlled corporation of such
parent corporation, there shall be a rebuttable presunption,
t hat because of such common interest such transaction was not at
arms- | engt h.

(4) Were there is a transfer or retention of possession or
custody, whether it be ternmed a rental, |ease, service or
ot herwi se, of tangible personal property including, but not
limted to |inens, aprons, notor vehicles, trailers, tires,
i ndustrial office and construction equi pnent, and busi ness
machi nes the full consideration paid or delivered to the vendor
or | essor shall be considered the purchase price, even though
such consi deration be separately stated and be desi gnated as
paynment for processing, |aundering, service, maintenance,
i nsurance, repairs, depreciation or otherw se. Were the vendor
or | essor supplies or provides an enploye to operate such

tangi bl e personal property, the value of the | abor thus supplied

19970H0134B1484 - 9 -
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may be excluded and shall not be considered as part of the
purchase price if separately stated. There shall al so be

i ncluded as part of the purchase price the value of anything
paid or delivered, or promsed to be paid or delivered by a

| essee, whether it be noney or otherw se, to any person other
than the vendor or |essor by reason of the naintenance,

i nsurance or repair of the tangible personal property which a

| essee has the possession or custody of under a rental contract
or | ease arrangenent.

(5) Wth respect to the tax inposed by subsection (b) of
section 202 upon any tangi bl e personal property originally
pur chased by the user of such property six nonths or |onger
prior to the first taxable use of such property within the
Commonweal th, such user may elect to pay tax on a substituted
base determ ned by considering the purchase price of such
property for tax purposes to be equal to the prevailing market
price of simlar tangi ble personal property at the tine and
pl ace of such first use within the Commonweal th. Such el ection
must be made at the time of filing a tax return with the
departnment and reporting such tax liability and paying the
proper tax due plus all accrued penalties and interest, if there
be any, within six nonths of the due date of such report and
paynent, as provided for by subsections (a) and (c) of section
217 of this article.

(6) The purchase price of enploynment agency services and
hel p supply services shall be the service fee paid by the
purchaser to the vendor or supplying entity. The term "service
fee," as used in this subclause, shall be the total charge or
fee of the vendor or supplying entity mnus the costs of the

suppl i ed enpl oye which costs are wages, sal aries, bonuses and
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conmmi ssi ons, enploynment benefits, expense reinbursenents and
payrol |l and wi thhol ding taxes, to the extent that these costs
are specifically item zed or that these costs in aggregate are
stated in billings fromthe vendor or supplying entity. To the
extent that these costs are not item zed or stated on the
billings, then the service fee shall be the total charge or fee
of the vendor or supplying entity.

(7) Unless the vendor separately states that portion of the
billing which applies to prem um cable service as defined in
clause (Il) of this section, the total bill for the provision of
all cable services shall be the purchase price.

* %k

(k) "Sale at retail.”

(1) Any transfer, for a consideration, of the ownership,
custody or possession of tangible personal property, including
the grant of a license to use or consunme whether such transfer
be absol ute or conditional and by what soever neans the sane
shal | have been effected.

(2) The rendition of the service of printing or inprinting
of tangi bl e personal property for a consideration for persons
who furnish, either directly or indirectly the materials used in
the printing or inprinting.

(3) The rendition for a consideration of the service of--

(i) Washing, cleaning, waxing, polishing or lubricating of
not or vehicl es of another, whether or not any tangi bl e personal
property is transferred in conjunction therewith; and

(1i) Inspecting notor vehicles pursuant to the mandatory
requi renents of "The Vehicle Code."

(4) The rendition for a consideration of the service of

repairing, altering, nmending, pressing, fitting, dyeing,

19970H0134B1484 - 11 -
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| aunderi ng, drycl eaning or cleaning tangible personal property
ot her than wearing apparel or shoes, or applying or installing
tangi bl e personal property as a repair or replacenent part of

ot her tangi bl e personal property except wearing apparel or shoes
for a consideration, whether or not the services are perforned
directly or by any neans other than by coin-operated self-
service | aundry equi pnent for wearing apparel or househol d goods
and whet her or not any tangi bl e personal property is transferred
in conjunction therewith, except such services as are rendered
in the construction, reconstruction, renodeling, repair or

mai nt enance of real estate: Provided, however, That this

subcl ause shall not be deened to inpose tax upon such services
in the preparation for sale of new itens which are excluded from
the tax under clause (26) of section 204, or upon diaper

servi ce.

(8) Any retention of possession, custody or a |license to use
or consune tangi bl e personal property or any further obtaining
of services described in subclauses (2), (3) and (4) of this
cl ause pursuant to a rental or service contract or other
arrangenent (other than as security).

The term "sale at retail"” shall not include (i) any such
transfer of tangible personal property or rendition of services
for the purpose of resale, or (ii) such rendition of services or
the transfer of tangi ble personal property including, but not
l[imted to, machinery and equi pnent and parts therefor and
supplies to be used or consuned by the purchaser directly in the
operations of --

(A) The nmanufacture of tangi ble personal property;

(B) Farmng, dairying, agriculture, horticulture or

floriculture when engaged in as a business enterprise. The term
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"farm ng" shall include the propagation and raising of ranch

rai sed fur-bearing animals and the propagation of ganme birds for
commerci al purposes by hol ders of propagation permts issued
under 34 Pa.C. S. (relating to gane);

(© The producing, delivering or rendering of a public
utility service, or in constructing, reconstructing, renodeling,
repairing or maintaining the facilities which are directly used
i n producing, delivering or rendering such service;

(D) Processing as defined in clause (d) of this section.

The excl usions provided in paragraphs (A, (B), (C and (D
shall not apply to any vehicle required to be regi stered under
The Vehi cl e Code, except those vehicles used directly by a
public utility engaged in business as a conmon carrier; to
mai nt enance facilities; or to materials, supplies or equi pnent
to be used or consuned in the construction, reconstruction,
renmodel i ng, repair or naintenance of real estate other than
directly used nachinery, equipnent, parts or foundations
therefor that may be affixed to such real estate.

The excl usions provided in paragraphs (A, (B), (C and (D
shall not apply to tangi ble personal property or services to be
used or consunmed i n nmanagerial sales or other nonoperational
activities, nor to the purchase or use of tangi ble personal
property or services by any person other than the person
directly using the sane in the operations described in
par agr aphs (A), (B), (© and (D) herein.

The excl usion provided in paragraph (C) shall not apply to
(1) construction materials, supplies or equipnent used to
construct, reconstruct, renodel, repair or maintain facilities
not used directly by the purchaser in the production, delivering

or rendition of public utility service, (ii) construction
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mat eri al s, supplies or equipnment used to construct, reconstruct,
renmodel, repair or maintain a building, road or simlar
structure, or (iii) tools and equi prrent used but not installed
in the maintenance of facilities used directly in the
production, delivering or rendition of a public utility service.

The excl usions provided in paragraphs (A, (B), (C and (D
shall not apply to the services enunerated in clauses (k) (11)

t hrough (16)y—and (18) and (w) through &) —-and (kk), except that
t he exclusion provided in this subclause for farm ng, dairying
and agriculture shall apply to the service enunerated in cl ause
(2).

(9) \Were tangi bl e personal property or services are
utilized for purposes constituting a "sale at retail” and for
pur poses excluded fromthe definition of "sale at retail," it
shall be presumed that such tangi bl e personal property or
services are utilized for purposes constituting a "sale at
retail” and subject to tax unless the user thereof proves to the
departnment that the predom nant purposes for which such tangible
personal property or services are utilized do not constitute a
"sale at retail."

(10) The term"sale at retail"” with respect to "liquor" and
"malt or brewed beverages" shall include the sale of "liquor" by
any "Pennsylvania |iquor store" to any person for any purpose,
and the sale of "malt or brewed beverages" by a "nmanufacturer of

malt or brewed beverages," "distributor” or "inporting
distributor”™ to any person for any purpose, except sales by a
"manuf acturer of malt or brewed beverages" to a "distributor” or
"inmporting distributor”™ or sales by an "inporting distributor”
to a "distributor” within the neaning of the "Liquor Code." The

term"sale at retail"” shall not include any sale of "malt or
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brewed beverages” by a "retail dispenser” or any sal e of

“"liquor"™ or "malt or brewed beverages" by a person holding a

“retail liquor license” within the nmeaning of and pursuant to
t he provisions of the "Liquor Code," but shall include any sale
of "liquor” or "malt or brewed beverages" other than pursuant to

t he provisions of the "Liquor Code."

(11) The rendition for a consideration of |obbying services.

(12) The rendition for a consideration of adjustnent
services, collection services or credit reporting services.

(13) The rendition for a consideration of secretarial or
editing services.

(14) The rendition for a consideration of disinfecting or
pest control services, building maintenance or cl eaning
servi ces.

(15) The rendition for a consideration of enploynent agency
services or help supply services.

(16) The rendition for a consideration of conputer
progranmm ng services; conputer-integrated systens design
services; conputer processing, data preparation or processing
services; information retrieval services; conputer facilities
managemnment services; or other conputer-related services. At a
m ni mum such services shall not include services that are part
of electronic fund transfers, electronic financial transactions
or services, banking or trust services, or managenent or
adm ni strative services, including transfer agency, sharehol der,
custodial and portfolio accounting services, provided directly
to any entity that duly qualifies to be taxed as a regul at ed
i nvestment conpany or a real estate investnent trust under the
provi sions of the Internal Revenue Code of 1986 (Public Law 99-

514, 26 U S.C. 8 1 et seqg.) or to an entity that provides such
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1 services to an entity so qualifying.

2 [(17) The rendition for a consideration of |awn care

3 service.]

4 (18) The rendition for a consideration of self-storage

5 service.

6 * x *

7 (o) "Use."

8 (1) The exercise of any right or power incidental to the

9 ownership, custody or possession of tangi ble personal property
10 and shall include, but not be limted to transportation, storage
11 or consunption.

12 (2) The obtaining by a purchaser of the service of printing
13 or inprinting of tangi ble personal property when such purchaser
14 furnishes, either directly or indirectly, the articles used in
15 the printing or inprinting.

16 (3) The obtaining by a purchaser of the services of (i)

17 washi ng, cleaning, waxing, polishing or |ubricating of notor

18 vehicles whether or not any tangi ble personal property is

19 transferred to the purchaser in conjunction with such services,
20 and (ii) inspecting notor vehicles pursuant to the mandatory
21 requirenments of "The Vehicle Code."
22 (4) The obtaining by a purchaser of the service of
23 repairing, altering, nending, pressing, fitting, dyeing,
24 laundering, drycleaning or cleaning tangi ble personal property
25 other than wearing apparel or shoes or applying or installing
26 tangi ble personal property as a repair or replacenent part of
27 other tangi ble personal property other than wearing apparel or
28 shoes, whether or not the services are perforned directly or by
29 any neans other than by nmeans of coin-operated self-service

30 laundry equi prent for wearing apparel or household goods, and
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whet her or not any tangi bl e personal property is transferred to
t he purchaser in conjunction therewith, except such services as
are obtained in the construction, reconstruction, renodeling,
repair or maintenance of real estate: Provided, however, That
this subcl ause shall not be deenmed to inpose tax upon such
services in the preparation for sale of newitens which are
excluded fromthe tax under clause (26) of section 204, or upon
di aper service: And provided further, That the term "use" shal
not i ncl ude- -

(A) Any tangi bl e personal property acquired and kept,
retai ned or over which power is exercised within this
Commonweal th on which the taxing of the storage, use or other
consunption thereof is expressly prohibited by the Constitution
of the United States or which is excluded fromtax under other
provisions of this article.

(B) The use or consunption of tangible personal property,
including but not limted to nmachinery and equi prent and parts
t herefor, and supplies or the obtaining of the services
descri bed in subclauses (2), (3) and (4) of this clause directly
in the operations of--

(1) The manufacture of tangi ble personal property;

(i1i) Farmng, dairying, agriculture, horticulture or
floriculture when engaged in as a business enterprise. The term
"farm ng" shall include the propagation and raising of ranch-
rai sed furbearing animals and the propagation of gane birds for
commerci al purposes by hol ders of propagation permts issued
under 34 Pa.C. S. (relating to gane);

(ii1) The producing, delivering or rendering of a public
utility service, or in constructing, reconstructing, renodeling,

repairing or maintaining the facilities which are directly used

19970H0134B1484 - 17 -
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i n produci ng, delivering or rendering such service;

(iv) Processing as defined in subclause (d) of this section.

The excl usions provided in subparagraphs (i), (ii), (iii) and
(iv) shall not apply to any vehicle required to be registered
under The Vehi cl e Code except those vehicles directly used by a
public utility engaged in the business as a common carrier; to
mai nt enance facilities; or to materials, supplies or equi pnent
to be used or consunmed in the construction, reconstruction,
renmodel i ng, repair or naintenance of real estate other than
directly used nachi nery, equipnent, parts or foundations
therefor that may be affixed to such real estate. The excl usions
provi ded in subparagraphs (i), (ii), (iii) and (iv) shall not
apply to tangi bl e personal property or services to be used or
consuned i n managerial sales or other nonoperational activities,
nor to the purchase or use of tangi ble personal property or
services by any person other than the person directly using the
same in the operations described in subparagraphs (i), (ii),
(iiti) and (iv).

The excl usion provided in subparagraph (iii) shall not apply
to (A construction materials, supplies or equipnent used to
construct, reconstruct, renodel, repair or maintain facilities
not used directly by the purchaser in the production, delivering
or rendition of public utility service or (B) tools and
equi pnent used but not installed in the maintenance of
facilities used directly in the production, delivering or
rendition of a public utility service.

The excl usion provided in subparagraphs (i), (ii), (iii) and

(iv) shall not apply to the services enunerated in clauses

except that the exclusion provided in subparagraph (ii) for
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farm ng, dairying and agriculture shall apply to the service
enunerated in clause (2).

(5) \Were tangi bl e personal property or services are

utilized for purposes constituting a "use,"” as herein defined,

and for purposes excluded fromthe definition of "use,” it shal
be presuned that such property or services are utilized for

pur poses constituting a "sale at retail"” and subject to tax

unl ess the user thereof proves to the departnent that the
predom nant purposes for which such property or services are
utilized do not constitute a "sale at retail.”

(6) The term"use"” with respect to "liquor” and "malt or
brewed beverages"” shall include the purchase of "liquor" from
any "Pennsylvania |iquor store" by any person for any purpose
and the purchase of "malt or brewed beverages" from a

"manuf acturer of malt or brewed beverages," "distributor” or
"inmporting distributor”™ by any person for any purpose, except
purchases froma "manufacturer of malt or brewed beverages" by a
"distributor” or "inporting distributor,” or purchases from an
"inmporting distributor™ by a "distributor” within the neaning of
the "Liquor Code." The term "use" shall not include any purchase
of "malt or brewed beverages" froma "retail dispenser” or any
purchase of "liquor"” or "malt or brewed beverages” froma person
holding a "retail liquor license" within the neaning of and
pursuant to the provisions of the "Liquor Code," but shal

i nclude the exercise of any right or power incidental to the
owner shi p, custody or possession of "liquor" or "nmalt or brewed
beverages" obtai ned by the person exercising such right or power
in any manner other than pursuant to the provisions of the

"Li quor Code. "

(7) The use of tangible personal property purchased at
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retail upon which the services described in subclauses (2), (3)
and (4) of this clause have been perfornmed shall be deened to be
a use of said services by the person using said property.

(8) The term"use" shall not include the providing of a
not or vehicle to a nonprofit private or public school to be used
by such a school for the sole purpose of driver education.

(9) The obtaining by the purchaser of |obbying services.

(10) The obtaining by the purchaser of adjustnent services,
col l ection services or credit reporting services.

(11) The obtaining by the purchaser of secretarial or
editing services.

(12) The obtaining by the purchaser of disinfecting or pest
control services, building naintenance or cleaning services.

(13) The obtaining by the purchaser of enploynent agency
services or help supply services.

(14) The obtaining by the purchaser of conputer programm ng
services; conputer-integrated systens design services; conputer
processi ng, data preparation or processing services; information
retrieval services; conputer facilities nmanagenent services; or
ot her conputer-related services. At a mninmm such services
shall not include services that are part of electronic fund
transfers, electronic financial transactions or services,
banki ng or trust services, or managenent or administrative
services, including transfer agency, sharehol der, custodial and
portfolio accounting services, provided directly to any entity
that duly qualifies to be taxed as a regul ated i nvest nent
conpany or a real estate investment trust under the provisions
of the Internal Revenue Code of 1986 (Public Law 99-514, 26
USC 81et seq.) or to an entity that provides such services

to an entity so qualifying.
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[(15) The obtaining by the purchaser of |awn care service.]

(16) The obtaining by the purchaser of self-storage service.

[(jj) "Lawn care service." Providing services for |awn
upkeep, including, but not limted to, fertilizing, |aw now ng,

shrubbery trimmng or other |awn treatnent services.]

SECTION 2. SECTION 204 OF THE ACT |'S AMENDED BY ADDI NG A <—
CLAUSE TO READ:

SECTI ON 204. EXCLUSI ONS FROM TAX. --THE TAX | MPOSED BY
SECTI ON 202 SHALL NOT BE | MPOSED UPON

* * %

(53) THE SALE AT RETAIL TO OR USE BY A HOTEL, AS THE WORD | S

DEFI NED UNDER SECTION 209 OF TH S ARTICLE, OF COVPUTER

PROGRAMM NG SERVI CES, COVPUTER- | NTEGRATED SYSTEMS DESI GN,

COVWPUTER PROCESSI NG, DATA PREPARATI ON OR PROCESSI NG SERVI CES,

| NFORVATI ON RETRI EVAL SERVI CES, COWPUTER FACI LI TI ES MANAGEMENT

SERVI CES, OR OTHER COVPUTER- RELATED SERVI CES THAT W LL BE USED

TO MAKE ROOM RESERVATI ONS.

SECTI ON 3. SECTI ON 301 | NTRODUCTORY PARAGRAPH, (C.2), (D),
(E.1) AND (S.2) OF THE ACT, AMENDED OR ADDED AUGUST 31, 1971
(P.L.362, NO 93), DECEMBER 23, 1983 (P.L.370, NO 90), NOVEMBER
4, 1991 (P.L.97, NO 22), DECEMBER 13, 1991 (P.L.373, NO 40) AND
JUNE 30, 1995 (P.L.139, NO 21), ARE AMENDED TO READ:

Section 301. Definitions.--The foll owi ng words, terns and
phrases when used in this article shall have the neaning

ascribed to themin this section except where the context
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clearly indicates a different nmeaning. [Any] Unless specifically

provi ded otherwi se, any reference in this article to the

Internal Revenue Code shall include the Internal Revenue Code of
1954, as anended to the date on which this article is effective:
* x *
(C.2) "CLAI MANT" MEANS A PERSON WHO IS SUBJECT TO THE TAX
| MPOSED UNDER THI' S ARTI CLE, | S NOT A DEPENDENT OF ANOTHER
[ PERSON] TAXPAYER FOR PURPOSES OF SECTION 151 OF THE | NTERNAL

REVENUE CODE OF 1986 (PUBLIC LAW99-514, 26 U.S.C. 8§ 151), BUT

I'S ENTI TLED TO CLAI M AGAI NST SUCH TAX THE POVERTY TAX PROVI SI ONS
AS PROVI DED BY THI S ACT.

(D) " COVPENSATI ON' MEANS AND SHALL | NCLUDE SALARI ES, WAGES,
COW SSI ONS, BONUSES AND | NCENTI VE PAYMENTS VWHETHER BASED ON
PROFI TS OR OTHERW SE, FEES, TIPS AND SI M LAR REMUNERATI ON
RECEI VED FOR SERVI CES RENDERED, VWHETHER DI RECTLY OR THROUGH AN
AGENT, AND WHETHER I N CASH OR I N PROPERTY.

THE TERM " COVPENSATI ON' SHALL NOT MEAN OR | NCLUDE: (1)

PERI GDI C PAYMENTS FOR SI CKNESS AND DI SABI LI TY OTHER THAN REGULAR
WAGES RECEI VED DURI NG A PERI GD OF SI CKNESS OR DI SABI LI TY; OR
(1) DI SABILITY, RETIREMENT OR OTHER PAYMENTS ARI SI NG UNDER
WORKMEN S COMPENSATI ON ACTS, OCCUPATI ONAL DI SEASE ACTS AND

SI M LAR LEG SLATI ON BY ANY GOVERNMENT; OR (I11) PAYMENTS
COMMONLY RECOGNI ZED AS OLD AGE OR RETI REMENT BENEFI TS PAID TO
PERSONS RETI RED FROM SERVI CE AFTER REACHI NG A SPECI FI C AGE OR
AFTER A STATED PERI CD OF EMPLOYMENT; OR (1V) PAYMENTS COMVONLY
KNOWN AS PUBLI C ASSI STANCE, OR UNEMPLOYMENT COWMPENSATI ON
PAYMENTS BY ANY GOVERNMENTAL AGENCY; OR (V) PAYMENTS TO

REI MBURSE ACTUAL EXPENSES; OR (VI) PAYMENTS MADE BY EMPLOYERS OR
LABOR UNI ONS [ FOR], | NCLUDI NG PAYMENTS MADE PURSUANT TO A

CAFETERI A PLAN QUALI FYI NG UNDER SECTI ON 125 OF THE | NTERNAL
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REVENUE CODE OF 1986 (PUBLIC LAW99-514, 26 U.S.C. 8 125 ET

SEQ ), FOR EMPLOYE BENEFI T PROGRAMS COVERI NG HOSPI TALI ZATI ON,

SI CKNESS, DI SABI LI TY OR DEATH, SUPPLEMENTAL UNEMPLOYMENT
BENEFI TS[,] OR STRI KE BENEFI TS[, SOCI AL SECURI TY AND
RETI REMENT] : PROVI DED, THAT THE PROGRAM DCES NOT_ DI SCRIM NATE I N

FAVOR OF H GHLY COVPENSATED | NDI VIDUALS AS TO ELIGBILITY TO

PARTI Cl PATE, PAYMENTS OR PROGRAM BENEFITS; OR (VI1) ANY

COVPENSATI ON RECEI VED BY UNI TED STATES SERVI CEMEN SERVI NG I N A
COVBAT ZONE; OR (VI11) PAYMENTS RECEI VED BY A FOSTER PARENT FOR
I N-HOVE CARE OF FOSTER CHI LDREN FROM AN AGENCY OF THE
COMMONVEALTH OR A POLI TI CAL SUBDI VI SI ON THEREGF OR AN

ORGANI ZATI ON EXEMPT FROM FEDERAL TAX UNDER SECTI ON 501(C)(3) OF
THE | NTERNAL REVENUE CODE OF 1954 WHICH | S LI CENSED BY THE
COMMONVEALTH OR A POLI TI CAL SUBDI VI SI ON THEREOF AS A PLACEMENT
AGENCY[.]; OR (1 X) PAYMENTS MADE BY EMPLOYERS OR LABOR UNI ONS

FOR EMPLOYE BENEFI T PROGRAMS COVERI NG SOCI AL SECURI TY OR

RETI REMENT.

* * %

(E. 1) "DEPENDENT" MEANS A [ SPOUSE OR CHI LD WHO DERI VES MORE
THAN ONE- HALF OF HI S TOTAL SUPPCORT DURI NG THE ENTI RE TAXABLE
YEAR FROM A CLAI MANT ENTI TLED TO CLAI M THE POVERTY EXEMPTI ON.
ANY PERSON WHO | S A DEPENDENT PURSUANT TO THE PROVI SI ONS OF THE
| NTERNAL REVENUE CODE DURI NG A TAXABLE YEAR SHALL PRI MA FACI E BE
DEEMED A DEPENDENT FOR PURPOSES OF THIS ACT.] CHI LD WHO | S THE

DEPENDENT OF A CLAI MANT FOR PURPGSES OF SECTION 151 OF THE

| NTERNAL REVENUE CODE OF 1986 (PUBLIC LAW99-514, 26 U.S.C. 8§

151) .
* * %
(s.2) "Small corporation” neans any corporation which has a

valid election in effect under subchapter S of Chapter 1 of the
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[I nternal Revenue Code of 1954, as anended as of January 1,

1983] Internal Revenue Code of 1986, as anended by the act of

August 20, 1996, (Public Law 104-188), and whi ch does not have

passi ve investnent income in excess of twenty-five per cent of
its gross receipts. For purposes of this clause, "passive

i nvestment inconme" means gross receipts derived fromroyalties,
rents, dividends, interest, annuities and sal es or exchanges of
stock or securities (gross receipts fromsuch sal es or exchanges

bei ng taken into account only to the extent of gains therefrom

SECTI ON 4. SECTION 304(D) OF THE ACT, AMENDED DECEMBER 13, <—
1991 (P.L.373, NO 40) AND JUNE 16, 1994 (P.L.279, NO. 48), IS
AVMENDED TO READ

Section 304. Special Tax Provisions for Poverty.--* * *

(d) Any claimfor special tax provisions hereunder shall be
determi ned in accordance with the foll ow ng:

(1) |If the poverty income of the clainmant during an entire
t axabl e year is [six thousand three hundred dollars ($6, 300)]

seven thousand three hundred dollars ($7,300) or less, OR IN <—

THE CASE OF A MARRIED CLAIMANT, ITF THE JO NT POVERTY_ | NCOVE OF

THE CLAI MANT_AND THE CLAI MANT' S SPOUSE DURI NG AN ENTI RE TAXABLE

YEAR | S FOURTEEN THOUSAND SI X HUNDRED DOLLARS ($14,600) OR LESS,

the claimant shall be entitled to a refund or forgiveness of any
noneys whi ch have been paid over to (or would except for the

provi sions of this act be payable to) the Commonweal th under the
provisions of this article, with an additional incone allowance

of [three thousand dollars ($3,000)] four thousand dollars

($4,000) for the first additional dependent and an additi onal
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i ncone al |l owance of [three thousand dollars ($3,000)] four

t housand dollars ($4,000) for each additional dependent of the

claimant. FOR PURPOSES OF THI S SUBSECTI ON, A CLAI MANT_SHALL NOT

BE_CONSI DERED TO BE MARRI ED | F:

(1) THE CLAI MANT AND THE CLAI MANT' S SPOUSE FI LE SEPARATE

RETURNS; AND

(1) THE CLAINANT AND THE CLAI MANT'S SPOUSE LI VE APART AT

ALL TI MES DURI NG THE LAST SI X MONTHS OF THE TAXABLE YEAR OR ARE

© o0 N oo o A~ wWw N P

SEPARATED PURSUANT TO A VRI TTEN SEPARATI ON AGREEMENT.

=Y
o

(2) | F THE POVERTY | NCOVE CF THE CLAI MANT DURI NG AN ENTI RE

=
=

TAXABLE YEAR DCES NOT EXCEED THE POVERTY | NCOMVE LI M TATI ONS

=
N

PRESCRI BED BY CLAUSE (1) BY MORE THAN THE DOLLAR CATEGORY

=
w

CONTAI NED | N SUBCLAUSES (1), (1), (I11), (IV), (V), (M),

H
o

(VI1), (MII1) OR(IX) OF THI'S CLAUSE, THE CLAI MANT SHALL BE

=Y
(63}

ENTI TLED TO A REFUND OR FORGA VENESS BASED ON THE PER CENTAGE

=Y
(e}

PRESCRI BED | N SUCH SUBCLAUSES OF ANY MONEYS WH CH HAVE BEEN PAI D

=
\l

OVER TO (OR WOULD EXCEPT FOR THE PROVI SI ONS HEREI N BE PAYABLE

=Y
oo

TO THE COMMONWEALTH UNDER THI S ARTI CLE:

=
O

(1) NINETY PER CENT | F NOT I N EXCESS OF ONE HUNDRED DOLLARS

N
o

($100) .

N
=

(1'l') EICGHTY PER CENT I F NOT I N EXCESS OF TWO HUNDRED DOLLARS

N
N

($200) .

N
w

(1'11) SEVENTY PER CENT | F NOT I N EXCESS OF THREE HUNDRED

N
~

DOLLARS ($300) .

N
(63}

(1'V)  SIXTY PER CENT | F NOT I N EXCESS OF FOUR HUNDRED DOLLARS

N
(e}

($400) .

N
~

(V) FIFTY PER CENT IF NOT I N EXCESS OF FI VE HUNDRED DOLLARS

N
oo

($500) .

N
(o]

(VI) FORTY PER CENT |F NOT | N EXCESS OF SI X HUNDRED DOLLARS
30 ($600).
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(VI1) THRTY PER CENT | F NOT | N EXCESS OF SEVEN HUNDRED
DOLLARS ($700).

(VI11) TWENTY PER CENT | F NOT | N EXCESS OF El GHT HUNDRED
DOLLARS ( $800) .

(IX) TEN PER CENT |F NOT I N EXCESS OF NI NE HUNDRED DOLLARS
($900) .

(3) 1F AN I NDIVIDUAL HAS A TAXABLE YEAR OF LESS THAN TVELVE

MONTHS, THE POVERTY | NCOVE THEREOF SHALL BE ANNUALI ZED IN SUCH

MANNER AS THE DEPARTMENT NMAY PRESCRI BE

* *x *

Section 4 5. Article Ill of the act is anmended by adding a
part to read:
PART VI-A

CONTRI BUTI ONS OF REFUNDS BY CHECKOFF

Secti on 315. 1. Definitions.--The foll owi ng words, terns and

phrases, when used in this part, shall have the neani ngs

ascribed to themin this section, except where the context

clearly indicates a different neaning:

"Departnent."” The Departnent of Revenue of the Commonweal t h.

"I ndi vidual incone tax." The tax inposed under this article.

Section 315.2. Contributions to Breast and Cervi cal Cancer

Research.--(a) The departnent shall provide a space on the face

of the Pennsyl vani a i ndi vi dual incone tax return form whereby an

i ndi vidual may voluntarily designate a contri bution of any

anount desired to be utilized for breast and cervical cancer

research in the Departnent of Health.

(b)Y The anmpbunt so designated on the individual incone tax

return formshall be deducted fromthe tax refund to which the

individual is entitled and shall not constitute a charge agai nst

the i ncome tax revenues due to the Commpnweal t h.
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(c) The departnent shall determ ne annually the total anount

desi gnated under this section, | ess reasonable adm ni strative

costs, and shall report the anpunt to the State Treasurer, who

shall transfer the anmpbunt fromthe General Fund to the

Pennsyl vani a Cancer Control, Prevention and Research Advi sory

Board within the Departnent of Health.

(d) The departnent shall provide adequate i nfornmation

concerni ng the checkoff for breast and cervical cancer research

inits instructions which acconpany State i ncone tax return

forms. The infornmati on concerni ng the checkoff shall include the

listing of an address furni shed by the Departnent of Health, to

whi ch contri buti ons may be sent by taxpayers w shing to

contribute to this effort, but who do not receive refunds.

Additionally, the Departnment of Health shall be charged with the

duty to conduct a public informati on canpai gn on the

avai lability of this opportunity to Pennsyl vani a t axpayers.

(e) The Departnent of Health shall report annually to the

respective conmttees of the Senate and the House of

Repr esentati ves whi ch have jurisdiction over health matters on

t he anpunt received via the checkoff plan and how the funds were

utili zed.

(f) The General Assenbly may, fromtine to tine, appropriate

funds for breast and cervical cancer research within the

Depart nent of Heal th.

Section 315.3. Contributions for WIld Resource

Conservation.--(a) The departnment shall provide a space on the

face of the Pennsyl vani a i ndividual incone tax return form

wher eby an individual may voluntarily designate a contri buti on

of any anpbunt desired, to the Wl d Resource Conservati on Fund

est abl i shed under section 5 of the act of June 23, 1982
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(P.L.597, No.170), known as the "WI|d Resource Conservati on

(b)Y The anmpbunt so designated by an individual on the i ncone

tax return formshall be deducted fromthe tax refund to which

such individual is entitled and shall not constitute a charge

agai nst the i ncone tax revenues due the Commobnweal t h.

(c) The departnent shall determ ne annually the total anount

desi gnated pursuant to this section and shall report such anpunt

to the State Treasurer, who shall transfer such anpbunt fromthe

CGCeneral Fund to the WId Resource Conservati on Fund for use as

provided in the "WI|d Resource Conservati on Act." The depart nent

shall be reinbursed fromthe fund for any adm ni strati ve costs

i ncurred above and beyond the cost savings it realizes as a

result of individual total refund designations.

(d) The departnent shall provide adequate i nfornmation

concerning the Wld Resource Conservation Fund in its

i nstructi ons whi ch acconpany State i ncone tax return forns,

whi ch shall include the listing of an address, furnished to it

by the WIld Resource Conservation Board, to which contributi ons

may be sent by those taxpayers wi shing to contribute to said

fund but who do not receive refunds.

(e) This section shall apply to taxable years begi nni ng on

or after January 1, 1997.

Section 315.4. Contributions for O gan Donati on Awar eness. - -

(a) The departnent shall provide a space on the face of the

Pennsyl vani a i ndi vidual incone tax return form fer—the 1997 tax <—
vear—andthe 2000 tax—year whereby an individual nay voluntarily

desi gnate a contri buti on of any anount desired to the O gan

Donati on Awar eness Trust Fund established under 20 Pa.C. S. §

8622 (relating to O gan Donati on Awareness Trust Fund).
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(b)Y The anmpbunt so desi gnated by an individual on the

Pennsyl vani a i ndi vidual incone tax return formshall be deducted

fromthe tax refund to which the individual is entitled and

shall not constitute a charge agai nst the i ncone tax revenues

due the Commopnweal t h.

(c) The departnent shall annually deternm ne the total anount

desi gnated pursuant to this section and shall report that anpunt

to the State Treasurer who shall transfer that anount to the

Organ Donati on Awar eness Trust Fund.

(d) The departnent shall, in all taxable years foll ow ng the

effective date of this section, provide on its forns or inits

i nstructi ons whi ch acconpany Pennsyl vani a i ndi vi dual i ncone tax

return forns adequate i nfornmati on concerning the Organ Donati on

Awar eness Trust Fund which shall include the |listing of an

address, furnished to it by the Organ Donati on Advi sory

Committee, to which contributions nay be sent by those taxpayers

wi shing to contribute to the fund but who do not receive

(e) This section shall apply to taxable years begi nni ng on

or after January 1, 1997.

Section 315.5. Contributions for Aynpics.--(a) The

departnent shall provide a space on the face of the Pennsyl vani a

i ndi vidual incone tax return form whereby an individual nmay

voluntarily designate a contri bution of any anpunt desired to

the United States A ynpic Conmittee, Pennsyl vania D vision.

(b) The anmpbunt so designated by an individual on the i ncone

tax return formshall be deducted fromthe tax refund to which

such individual is entitled and shall not constitute a charge

agai nst the i ncone tax revenues due the Commobnweal t h.

(c) The departnent shall determ ne annually the total anount
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desi gnated pursuant to this section, | ess reasonabl e

admi ni strative costs, and shall report such anount to the State

Treasurer, who shall transfer such anmpunt fromthe General Fund

to the United States A ynpic Conm ttee, Pennsyl vani a D vision.

Section 315.6. Contributions to Korea/Vi et nam Menori al

Nati onal Education Center.--(a) For tax years 1997, 1998, 1999

and 2000, the departnent shall provide a space on the face of

t he Pennsyl vani a i ndi vi dual incone tax return form whereby an

i ndi vidual may voluntarily designate a contri bution of any

anmount fromthe individual's tax refund to KVM

(b)Y The anmpbunt desi gnated by an individual on the

Pennsyl vani a i ndi vidual incone tax return formshall be deducted

fromthe tax refund to which such individual is entitled and

shall not constitute a charge agai nst the i ncone tax revenues

due the Commopnweal t h.

(c) The departnent shall determ ne annually the total anount

desi gnated by indi vidual taxpayers under this secti on and shal

report the anpunt to the State Treasurer who shall prepare the

appropri ate docunentati on and transfer the desi gnated anpunt

fromthe General Fund to KVM for use as provided in section

2507(b) of the act of April 9, 1929 (P.L.177, No.175), known as

"The Adm nistrati ve Code of 1929."

(d) The departnent shall provide adequate i nfornmation

regardi ng the center and its purposes in its instructions for

tax years 1997, 1998, 1999 and 2000 whi ch acconpany Pennsyl vani a

i ndi vidual incone tax return forns to i nclude the address of KVM

to which contri buti ons may be sent by taxpayers who wi sh to nmake

addi ti onal contributions to the center.

(e) This subsection shall apply solely to taxabl e years

1997, 1998, 1999 and 2000.
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SECTION 6. THE DEFI NI TION OF "CAPI TAL STOCK VALUE" I N
SECTI ON 601 OF THE ACT, AMENDED JUNE 30, 1995 (P.L.139, NO 21),
I S AMENDED TO READ:

SECTI ON 601. DEFI NI TIONS AND REPCRTS. --(A) THE FOLLOW NG
WORDS, TERMS AND PHRASES VWHEN USED IN TH S ARTI CLE VI SHALL HAVE
THE MEANI NG ASCRI BED TO THEM I N THI S SECTI ON, EXCEPT WHERE THE
CONTEXT CLEARLY | NDI CATES A DI FFERENT MEANI NG

* x %

"CAPI TAL STOCK VALUE." THE AMOUNT COVPUTED PURSUANT TO THE
FOLLOW NG FORMULA: THE PRCDUCT OF ONE-HALF TI MES THE SUM OF THE
AVERACGE NET | NCOVE CAPI TALI ZED AT THE RATE OF NI NE AND ONE- HALF
PER CENT PLUS SEVENTY-FI VE PER CENT OF NET WORTH, FROM WH CH
PRODUCT SHALL BE SUBTRACTED SEVENTY-FI VE PER CENT OF NET WORTH,
FROM VWH CH PRODUCT SHALL BE SUBTRACTED [ ONE HUNDRED THOUSAND
DOLLARS ($100, 000)] ONE HUNDRED TWENTY- FI VE THOUSAND DOLLARS

(.5 X (AVERAGE NET | NCOME/. 095 + (. 75)
(NET WORTH))) - [$100,000] $125, 000
Section 5 7. Section 1101-C of the act is amended by addi ng
definitions to read:
Section 1101-C. Definitions.--The follow ng words when used

inthis article shall have the neanings ascribed to themin this

secti on:

* * *

"Living trust." Any trust, other than a busi ness trust,
intended as a will substitute by the settl or which becones

effective during the lifetine of the settlor, but from which

trust distributions cannot be nade to any beneficiari es other

than the settlor prior to the death of the settl or.

* * %
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"Odinary trust." Any trust, other than a busi ness trust or

a living trust, which takes effect during the lifetine of the

settlor and for which the trustees of the trust take title to

property primarily for the purpose of protecting, nanagi ng or

the trust. An ordinary trust does not include a trust that has

an objective to carry on busi ness and di vi de gai ns nor does it

either expressly or inpliedly have any of the foll ow ng

1
2
3
4
5 conserving it until distribution to the naned beneficiaries of
6
7
8
9

features: the treatnent of beneficiaries as associ ates, the

10 treatnent of the interests in the trust as personal property,

11 the free transferability of beneficial interests in the trust,

12 centrali zed managenent by the trustee or the beneficiaries, or

13 continuity of life.

14 * x *
15 Section 6 8. Section 1102-C. 3(8) and (9) of the act, added
16 July 2, 1986 (P.L.318, No.77), are anended and the section is

17 anmended by adding clauses to read:

18 Section 1102-C. 3. Excluded Transactions.--The tax inposed by
19 section 1102-C shall not be inposed upon:

20 * x *

21 (8 A transfer for no or nom nal actual consideration to a
22 trustee of an ordinary trust where the transfer of the sane

23 property would be exenpt if the transfer was nade directly from
24 the grantor to all of the possible beneficiaries that are

25 entitled to receive the property or proceeds fromthe sal e of

26 the property under the trust, whether or not such beneficiaries

27 are contingent or specifically named. A trust clause which

28 identifies the contingent beneficiaries by reference to the

29 heirs of the trust settlor as determ ned by the | aws of the

30 intestate succession shall not disqualify a transfer fromthe

19970H0134B1484 - 32 -



© 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

excl usion provided by this clause. No such exenption shall be

granted unl ess the recorder of deeds is presented with a copy of
the trust instrument that clearly identifies the grantor and al
possi bl e beneficiaries.

(8.1) A transfer for no or nom nal actual consideration to a

trustee of a living trust fromthe settlor of the living trust.

No such exenpti on shall be granted unl ess the recorder of deed

is presented with a copy of the living trust instrunent.

(9) A transfer for no or nom nal actual consideration froma

trustee [to a beneficiary of an ordinary trust.] of an ordinary

trust to a specifically named beneficiary that is entitled to

recei ve the property under the recorded trust instrunent or to a

conti ngent beneficiary where the transfer of the sane property

woul d be exenpt if the transfer was nade by the grantor of the

property into the trust to that beneficiary. However, any

transfer of real estate froma living trust during the settlor's

lifetine shall be considered for the purposes of this article as

if such transfer were nade directly fromthe settlor to the

(9.1) A transfer for no or nonm nal actual consideration from

a trustee of a living trust after the death of the settl or of

the trust or froma trustee of a trust created pursuant to the

will of a decedent to a beneficiary to whomthe property is

devi sed or bequeat hed.

(9.2) A transfer for no or nonm nal actual consideration from

the trustee of a living trust to the settlor of the |living trust

if such property was originally conveyed to the trustee by the

settl or.

SECTION 9. SECTION 1296 OF THE ACT, AMENDED AUGUST 4, 1991 <—
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(P.L.97, NO 22), IS AMENDED TO READ:

SECTI ON 1296. DI SPOSI TI ON OF CERTAI N FUNDS. - - ALL Cl GARETTE
TAX REVENUES COLLECTED BY THE DEPARTMENT OF REVENUE UNDER THI S
ARTI CLE AND HERETOFORE PAI D | NTO THE PARENT REI MBURSEMENT FUND
I N ACCORDANCE W TH THE ACT OF AUGUST 27, 1971 (P.L.358, NO 92),
KNOWN AS THE " PARENT RElI MBURSEMENT ACT FOR NONPUBLI C EDUCATI ON, "
SHALL BE TRANSFERRED | NTO THE GENERAL FUND. BEG NNI NG JULY 1,
1993, TWO THI RTY-FI RSTS OF Cl GARETTE TAX RECEI PTS SHALL BE
TRANSFERRED | NTO THE AGRI CULTURAL CONSERVATI ON EASEMENT PURCHASE
FUND, AND BEG NNI NG [JULY 1, 1992, TWO THI RTY-FI RSTS] JANUARY 1,

1997, THREE THI RTY-FI RSTS OF Cl GARETTE TAX RECEI PTS SHALL BE

PAI D | NTO A RESTRI CTED ACCOUNT TO BE KNOWN AS THE CHI LDREN S
HEALTH FUND FOR HEALTH CARE FOR | NDI GENT CHI LDREN, AND THE

REVAI NDER SHALL BE PAI D | NTO THE GENERAL FUND. MONEYS I N THE

CH LDREN S HEALTH FUND SHALL NOT BE EXPENDED UNTI L THE ENACTMENT
OF LEGQ SLATI ON TO | MPLEMENT A PROGRAM OF EXPANDED ACCESS TO
HEALTH CARE FOR CHI LDREN. THE TRANSFERS REQUI RED BY THI S SECTI ON
SHALL BE MADE BY JULY 15 FOR THE PRECEDI NG SI X MONTHS AND BY
JANUARY 15 FOR THE PRECEDI NG SI X MONTHS.

SECTI ON 10. THE DEFI NI TI ON OF "BUSI NESS FI RM' I N SECTI ON
1902- A OF THE ACT, AMENDED JULY 1, 1994 (P.L.413, NO 67), IS
AMENDED TO READ:

SECTI ON 1902-A.  DEFI NI TI ONS. - - THE FOLLOWN NG WORDS, TERMS AND
PHRASES, WHEN USED I N TH S ARTI CLE, SHALL HAVE THE MEANI NGS
ASCRI BED TO THEM I N TH S SECTI QN, EXCEPT WHERE THE CONTEXT
CLEARLY | NDI CATES A DI FFERENT MEANI NG

"BUSI NESS FIRM "  ANY BUSI NESS ENTI TY AUTHORI ZED TO DO
BUSI NESS IN TH S COMVONVEALTH AND SUBJECT TO TAXES | MPCSED BY
ARTICLE IV, VI, VII, VII-A VII, VMIII-A [|IX XORXV O TH S
ACT. THE TERM ALSO | NCLUDES BUSI NESSES OPERATI NG AS S
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CORPORATI ONS, SOLE PROPRI ETORSHI PS OR PARTNERSHI PS VHI CH ARE

SUBJECT TO TAXES | MPCSED UNDER ARTICLE 111 OF TH' S ACT.

* * %

SECTI ON 11. SECTI ON 1902-A OF THE ACT, AMENDED OR ADDED JUNE
16, 1994 (P.L.279, NO 48) AND JULY 1, 1994 (P.L.413, NO 67), IS
AMENDED TO READ:

SECTI ON 1902-A.  DEFI NI TI ONS. - - THE FOLLOWN NG WORDS, TERMS AND
PHRASES, WHEN USED I N THI S ARTI CLE, SHALL HAVE THE MEANI NGS
ASCRI BED TO THEM I N TH S SECTI QN, EXCEPT WHERE THE CONTEXT
CLEARLY | NDI CATES A DI FFERENT MEANI NG

"BUSI NESS FIRM " ANY BUSI NESS ENTI TY AUTHORI ZED TO DO
BUSI NESS IN TH S COMVONVEALTH AND SUBJECT TO TAXES | MPCSED BY
ARTICLE I'Il, IV, M, VII, VII-A VIII, VIII-A 11X X OR XV O
TH' S ACT.

"COVMUNI TY SERVI CES. " ANY TYPE OF COUNSELI NG AND ADVI CE,
EMERGENCY ASSI STANCE, ENERGY ASSI STANCE OR MEDI CAL CARE

FURNI SHED TO | NDI VI DUALS OR GROUPS I N AN | MPOVERI SHED AREA. THE
TERM | NCLUDES FOOD ASSI STANCE AND NUTRI TI ON SERVI CES OFFERED BY

ORGANI ZATI ONS SUCH AS FOOD BANKS.

" COVPREHENSI VE SERVI CE PLAN." A STRATEGY DEVELOPED JO NTLY
BY A NEI GHBORHOOD ORGANI ZATI ON AND A SPONSORI NG BUSI NESS FI RM OR
PRI VATE COMPANY FOR THE STABI LI ZATI ON AND | MPROVEMENT OF AN
| MPOVERI SHED AREA W THI N AN URBAN NEI GHBORHOOD OR RURAL
COVMMUNI TY.

" COVPREHENSI VE SERVI CE PRQJECT. " ANY ACTI VI TY CONDUCTED
JAO NTLY BY A NEI GHBORHOOD ORGANI ZATI ON AND A SPONSORI NG BUSI NESS
FI RM VWH CH | MPLEMENTS A COVPREHENSI VE SERVI CE PLAN.

"CRI ME PREVENTION. " ANY ACTIVITY WH CH AIDS I N THE REDUCTI ON
OF CRIME I N AN | MPOVERI SHED AREA.

"EDUCATI ON. " ANY TYPE OF SCHOLASTI C | NSTRUCTI ON OR
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SCHOLARSHI P ASSI STANCE TO AN | NDI VI DUAL WHO RESI DES | N AN
| MPOVERI SHED AREA THAT ENABLES [ H M TO PREPARE HI MSELF] THAT
I NDI VI DUAL_TO PREPARE FOR BETTER LI FE OPPORTUNI TI ES.

"ENTERPRI SE ZONES. " SPECI FI C LOCATI ONS W TH | DENTI FI ABLE
BOUNDARI ES W THI N | MPOVERI SHED AREAS WHI CH ARE DESI GNATED AS
ENTERPRI SE ZONES BY THE [ SECRETARY OF COMMUNI TY AFFAI RS]
SECRETARY OF COVMUNI TY AND ECONOM C DEVELOPNMENT.

"I MPOVERI SHED AREA. " ANY AREA IN TH S COVWONWEALTH WHICH I S
CERTI FI ED AS SUCH BY THE [ DEPARTMENT OF COVMMUNI TY AFFAI RS]
DEPARTMENT OF COVMUNI TY AND ECONOM C DEVELOPMENT AND THE

CERTI FI CATION | S APPROVED BY THE GOVERNOR. SUCH CERTI FI CATI ON
SHALL BE MADE ON THE BASI S OF FEDERAL CENSUS STUDI ES AND CURRENT
I NDI CES OF SOCI AL AND ECONOM C CONDI T ONS.

"JOB TRAINING " ANY TYPE OF | NSTRUCTI ON TO AN | NDI VI DUAL WHO
RESI DES | N AN | MPOVERI SHED AREA THAT ENABLES [HHM THAT

GRADE OF EMPLOYMENT.

" NEI GHBORHOOD ASSI STANCE. " FURNI SHI NG FI NANCI AL ASSI STANCE,
LABOR, MATERI AL AND TECHNI CAL ADVI CE TO AID IN THE PHYSI CAL
| MPROVEMENT OF ANY PART OR ALL OF AN | MPOVERI SHED AREA.

" NEI GHBORHOOD ORGANI ZATI ON. " ANY ORGANI ZATI ON PERFORM NG
COMMUNI TY SERVI CES, OFFERI NG NEI GHBORHOOD ASSI STANCE OR
PROVI DI NG JOB TRAI NI NG EDUCATI ON OR CRI ME PREVENTI ON | N AN
| MPOVERI SHED AREA, HOLDI NG A RULI NG FROM THE | NTERNAL REVENUE
SERVI CE OF THE UNI TED STATES DEPARTMENT OF THE TREASURY THAT THE
ORGANI ZATI ON | S EXEMPT FROM | NCOVE TAXATI ON UNDER THE PROVI SI ONS
OF THE | NTERNAL REVENUE CODE OF 1986 (PUBLIC LAW 99-514, 26
US C 8§81 ET SEQ) AND APPROVED BY THE DEPARTMENT OF COMMUNI TY
AFFAI RS.
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"PRI VATE COMPANY." ANY AGRI CULTURAL, | NDUSTRI AL,
MANUFACTURI NG OR RESEARCH AND DEVELOPMENT ENTERPRI SE AS DEFI NED
IN SECTION 3 OF THE ACT OF MAY 17, 1956 (1955 P.L.1609, NO 537),
KNOWN AS THE " PENNSYLVANI A | NDUSTRI AL DEVELOPMENT AUTHORI TY

1

2

3

4

5 ACT," OR ANY COVMERCI AL ENTERPRI SE AS DEFI NED I N SECTI ON 3 OF

6 THE ACT OF AUGUST 23, 1967 (P.L.251, NO 102), KNOMWN AS THE

7 "ECONOM C DEVELOPMENT FI NANCI NG LAW *“

8 "QUALI FI ED I NVESTMENTS. "  ANY | NVESTMENTS MADE BY A PRI VATE

9 COVPANY VWH CH PROMOTE COVMUNI TY ECONOM C DEVELOPMENT PURSUANT TO
10 A PLAN WH CH HAS BEEN DEVELOPED | N COOPERATI ON W TH AND APPROVED
11 BY A NElI GHBORHOOD ORGANI ZATI ON OPERATI NG PURSUANT TO A PLAN FOR
12 THE ADM NI STRATI ON OF TAX CREDI TS APPROVED BY THE [ DEPARTMENT OF

13 COVMUNI TY AFFAI RS] DEPARTMVENT COF COVMUNITY AND ECONOM C

14 DEVELOPNMENT.

15 "SECRETARY. " THE SECRETARY OF COMVUNI TY AND ECONOM C

16 DEVELOPMENT OF THE COVVONWEALTH.

17 SECTI ON 12. SECTI ONS 1904- A AND 1905- A OF THE ACT, AVENDED
18 JUNE 30, 1995 (P.L.139, NO 21), ARE AVENDED TO READ:

19 SECTI ON 1904-A. TAX CREDIT.--(A) ANY BUSI NESS FI RM WHI CH

20 ENGAGES OR CONTRI BUTES TO A NEI GHBORHOOD ORGANI ZATI ON VHI CH

21 ENGAGES I N THE ACTI VI TI ES OF PROVI DI NG NEI GHBORHOOD ASSI STANCE,
22 JOB TRAI NI NG OR EDUCATI ON FOR | NDI VI DUALS, COMMUNI TY SERVI CES OR
23 CRIME PREVENTI ON | N AN | MPOVERI SHED AREA OR PRI VATE COVPANY

24  WH CH MAKES QUALI FI ED | NVESTMENT TO REHABI LI TATE, EXPAND OR

25 | MPROVE BUI LDI NGS OR LAND LOCATED W THI N PORTI ONS OF

26 | MPOVERI SHED AREAS WHI CH HAVE BEEN DESI GNATED AS ENTERPRI SE

27 ZONES SHALL RECEIVE A TAX CREDI T AS PROVI DED | N SECTI ON 1905- A
28 |F THE [ SECRETARY OF COMMUNI TY AFFAI RS] SECRETARY ANNUALLY

29 APPROVES THE PROPCSAL OF SUCH BUSI NESS FI RM OR PRI VATE COVPANY.
30 THE PROPOSAL SHALL SET FORTH THE PROGRAM TO BE CONDUCTED, THE
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| MPOVERI SHED AREA SELECTED, THE ESTI MATED AMOUNT TO BE | NVESTED
IN THE PROGRAM AND THE PLANS FOR | MPLEMENTI NG THE PROGRAM

(B) THE [ SECRETARY OF COMMUNI TY AFFAI RS] SECRETARY |'S HEREBY
AUTHORI ZED TO PROMULGATE RULES AND REGULATI ONS FOR THE APPROVAL
OR DI SAPPROVAL OF SUCH PROPOSALS BY BUSI NESS FI RVS OR PRI VATE
COVPANI ES AND PROVI DE A LI STING OF ALL APPLI CATI ONS RECEI VED AND
THEI R DI SPOSI TI ON | N EACH FI SCAL YEAR TO THE GENERAL ASSEMBLY BY
OCTOBER 1 OF THE FOLLOW NG FI SCAL YEAR

(C) THE TOTAL AMOUNT OF TAX CREDI T GRANTED FOR PROGRAMS
APPROVED UNDER THI'S ACT SHALL NOT EXCEED [ S| XTEEN M LLI ON SEVEN

HUNDRED FI FTY THOUSAND DOLLARS ($16, 750, 000)] TWENTY M LLION

SEVEN HUNDRED FI FTY THOUSAND DOLLARS ($20, 750, 000) OF TAX CREDI T

IN ANY FI SCAL YEAR, SUBJECT TO THE FOLLOW NG
(1) [TWO M LLI ON DOLLARS ($2, 000, 000)] FIVE M LLI ON DOLLARS

($5, 000, 000) OF THE TOTAL AMOUNT OF TAX CREDI T SHALL BE

ALLCCATED FOR COVPREHENSI VE SERVI CE PRQJIECTS, BUT THE SECRETARY
OF COWLNI TY AFFAI RS MAY REALLOCATE ANY UNUSED PORTI ON OF THE
[ TWO M LLI ON DOLLARS ($2, 000, 000)] FIVE MLLION DOLLARS

($5, 000, 000) FOR ANY OTHER PROGRAM AUTHORI ZED BY THI S ACT I F

| NSUFFI CI ENT APPLI CATI ONS ARE MADE FOR COVPREHENSI VE SERVI CE
PRQJECTS; AND
(2) [FOUR M LLI ON DOLLARS ($4, 000, 000)] SEVEN M LLI ON

DOLLARS ($7,000,000) OF THE TOTAL AMOUNT OF TAX CREDI T SHALL BE

SET ASI DE EXCLUSI VELY FOR PRI VATE COVPANI ES VH CH MAKE QUALI FI ED
I NVESTMENTS TO REHABI LI TATE, EXPAND OR | MPROVE BUI LDI NGS OR LAND
VWH CH PROMOTE COVMUNI TY ECONOM C DEVELOPMENT AND VWH CH OCCUR I N
PORTI ONS OF | MPOVERI SHED AREAS VWH CH HAVE BEEN DESI GNATED AS
ENTERPRI SE ZONES.

SECTI ON 1905-A.  CGRANT OF TAX CREDI T. - - THE DEPARTMENT OF
REVENUE SHALL GRANT A TAX CREDI T AGAI NST ANY TAX DUE UNDER
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ARTICLE LIl, 1V, VI, VI, VII-A VIII, VIII-A IX X OR XV COF
THI'S ACT, OR ANY TAX SUBSTI TUTED I N LI EU THEREOF | N AN AMOUNT
WHI CH SHALL NOT EXCEED FI FTY PER CENT OF THE TOTAL AMOUNT

| N\VESTED DURI NG THE TAXABLE YEAR BY THE BUSI NESS FI RM OR TVENTY
PER CENT OF QUALI FI ED | NVESTMENTS BY A PRI VATE COMPANY | N
PROGRAMS APPROVED PURSUANT TO SECTI ON 1904- A OF THI'S ACT:

PROVI DED, THAT A TAX CREDI T OF UP TO SEVENTY PER CENT OF THE
TOTAL AMOUNT | NVESTED DURI NG THE TAXABLE YEAR BY A BUSI NESS FI RM
OR UP TO THI RTY PER CENT OF THE AMOUNT OF QUALI FI ED | NVESTMENTS
BY A PRI VATE COVPANY MAY BE ALLOWED FOR | NVESTMENT | N PROGRAVS
WHERE ACTI VI TIES FALL W TH N THE SCOPE OF SPECI AL PROGRAM

PRI ORI TI ES AS DEFI NED W TH THE APPROVAL OF THE GOVERNCR | N
REGULATI ONS PROVMULGATED BY THE [ SECRETARY OF THE DEPARTMENT OF
COVWWUNI TY AFFAI RS] SECRETARY. REGULATI ONS ESTABLI SH NG SPECI AL
PROGRAM PRI ORI TI ES ARE TO BE PROMULGATED DURI NG THE FI RST MONTH
OF EACH FI SCAL YEAR AND AT SUCH TI MES DURI NG THE YEAR AS THE
PUBLI C | NTEREST DI CTATES. SUCH CREDI T SHALL NOT EXCEED [ TVO

HUNDRED FI FTY THOUSAND DOLLARS ($250, 000)] FI VE HUNDRED THOUSAND

DOLLARS ($500, 000) ANNUALLY, EXCEPT IN THE CASE OF COVWPREHENSI VE

SERVI CE PROJECTS WHI CH SHALL BE ALLOAED AN ADDI TI ONAL CREDI T
EQUAL TO SEVENTY PER CENT OF THE QUALI FYI NG | NVESTMENTS MADE | N
COVPREHENSI VE SERVI CE PRQIECTS; HOWEVER, SUCH ADDI TI ONAL CREDI T
SHALL NOT EXCEED ONE HUNDRED SEVENTY- FI VE THOUSAND DCOLLARS
($175,000) ANNUALLY. NO TAX CREDI T SHALL BE GRANTED TO ANY BANK,
BANK AND TRUST COMPANY, | NSURANCE COVPANY, TRUST COVPANY,

NATI ONAL BANK, SAVI NGS ASSCOCI ATI ON, MJTUAL SAVI NGS BANK OR

BUI LDI NG AND LOAN ASSOCI ATI ON FOR ACTI VI TIES THAT ARE A PART OF
I TS NORVAL COURSE OF BUSI NESS. ANY TAX CREDI T NOT USED IN THE
PERI GD THE | NVESTMENT WAS MADE MAY BE CARRI ED OVER FOR THE NEXT
[ FI VE] TEN SUCCEEDI NG CALENDAR OR FI SCAL YEARS UNTIL THE FULL
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CREDI T HAS BEEN ALLONED. THE TOTAL AMOUNT OF ALL TAX CREDI TS
ALLOAED PURSUANT TO THI' S ACT SHALL NOT EXCEED [ SI XTEEN M LLI ON
SEVEN HUNDRED FI FTY THOUSAND DOLLARS ($16, 750, 000)] TWVENTY

M LLI ON SEVEN HUNDRED FI FTY THOUSAND DOLLARS ($20, 750,000) IN

ANY ONE FI SCAL YEAR

SECTI ON 13. SECTI ON 1906-A OF THE ACT, ADDED JUNE 16, 1994
(P.L.279, NO 48), |IS AVENDED TO READ:

SECTI ON 1906-A. DECISION I N WRI TI NG --THE DECI SI ON OF THE

© o0 N oo o A~ wWw N P

[ SECRETARY OF COVMUNI TY AFFAI RS] SECRETARY TO APPROVE OR

=Y
o

DI SAPPROVE A PROPOCSAL PURSUANT TO SECTI ON 1904-A OF THI S ACT

=
=

SHALL BE IN WRITING AND, |IF IT APPROVES THE PROPCSAL, | T SHALL

=
N

STATE THE MAXI MUM CREDI T ALLOMBLE TO THE BUSI NESS FI RM A COPY

=
w

OF THE DECI SI ON OF THE [ SECRETARY OF COMMUNI TY AFFAI RS]

H
o

SECRETARY SHALL BE TRANSM TTED TO THE GOVERNCR AND TO THE

SECRETARY OF REVENUE.

T
> O

SECTI ON 14. SECTION 2116 OF THE ACT, AMENDED OR ADDED AUGUST

=
\l

4, 1991 (P.L.97, NO 22), JUNE 16, 1994 (P.L.279, NO 48) AND JUNE

=Y
oo

30, 1995 (P.L.139, NO 21), IS AVENDED TO READ:

=
O

SECTI ON 2116. | NHERI TANCE TAX.--(A) (1) [I NHERI TANCE]

N
o

EXCEPT _AS PROVIDED I N SUBSECTION (G, I NHERI TANCE TAX UPON THE

N
=

TRANSFER OF PROPERTY PASSI NG TO OR FOR THE USE OF ANY OF THE

N
N

FOLLOW NG SHALL BE AT THE RATE OF SI X PER CENT:

N
w

(1) CRANDFATHER, CGRANDMOTHER, FATHER, MOTHER AND LI NEAL

N
~

DESCENDANTS; OR

N
(63}

(1) WFE OR WDOW AND HUSBAND OR W DOVNER CF A CHI LD.

N
(e}

(1.1) [INHERI TANCE] EXCEPT AS PROVIDED I N SUBSECTION (G,

N
~

| NHERI TANCE TAX UPON THE TRANSFER OF PROPERTY PASSI NG TO OR FOR

N
oo

THE USE OF A HUSBAND OR W FE SHALL BE:

N
(o]

(1) AT THE RATE OF THREE PER CENT FOR ESTATES OF DECEDENTS
30 DYING ON OR AFTER JULY 1, 1994, AND BEFORE JANUARY 1, 1995.
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2
3
4
5
6
-
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

(1) AT THE RATE OF ZERO PER CENT FOR ESTATES OF DECEDENTS
DYI NG ON OR AFTER JANUARY 1, 1995.
(2) [I NHERI TANCE] EXCEPT_AS PROVI DED I N SUBSECTION (G,

| NHERI TANCE TAX UPON THE TRANSFER OF PROPERTY PASSI NG TO OR FOR

THE USE OF ALL PERSONS OTHER THAN THOSE DESI GNATED | N SUBCLAUSE
(1) OR (1.1) OR EXEMPT UNDER SECTI ON 2111(M SHALL BE AT THE
RATE OF FI FTEEN PER CENT.

(3) WHEN PROPERTY PASSES TO OR FOR THE USE OF A HUSBAND AND
W FE W TH RI GHT OF SURVI VORSHI P, ONE OF WHOM | S TAXABLE AT A
RATE LOWER THAN THE OTHER, THE LOWER RATE OF TAX SHALL BE
APPLI ED TO THE ENTI RE | NTEREST.

(B) (1) WHEN THE DECEDENT WAS A RESI DENT, THE TAX SHALL BE
COVPUTED UPON THE VALUE OF THE PROPERTY, | N EXCESS OF THE
DEDUCTI ONS SPECI FI ED | N PART VI, AT THE RATES | N EFFECT AT THE
TRANSFEROR S DEATH.

(2) WHEN THE DECEDENT WAS A NONRESI DENT, THE TAX SHALL BE
COVPUTED UPON THE VALUE OF REAL PROPERTY AND TANG BLE PERSONAL
PROPERTY HAVING | TS SI TUS IN TH' S COVMONVEALTH, | N EXCESS OF
UNPAI D PROPERTY TAXES ASSESSED ON THE PROPERTY AND ANY
| NDEBTEDNESS FOR WHI CH | T IS LI ENED, MORTGAGED OR PLEDGED, AT
THE RATES | N EFFECT AT THE TRANSFEROR S DEATH. THE PERSON LI ABLE
TO MAKE THE RETURN UNDER SECTI ON 2136 MAY ELECT TO HAVE THE TAX
COVPUTED AS | F THE DECEDENT WAS A RESI DENT AND H S ENTI RE ESTATE
WAS PROPERTY HAVING | TS SITUS I N THI S COWONAEALTH, AND THE TAX
DUE SHALL BE THE AMOUNT WHI CH BEARS THE SAME RATI O TO THE TAX
THUS COVPUTED AS THE REAL PROPERTY AND TANG BLE PERSONAL
PROPERTY LOCATED IN THI'S COWONWEALTH BEARS TO THE ENTI RE ESTATE
OF THE DECEDENT.

(B.1) THE | NHERI TANCE TAX DUE UPON THE TRANSFER OF PROPERTY
PASSI NG TO OR FOR THE USE OF A HUSBAND OR W FE SHALL BE THE
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30

LESSER OF THE TAX | MPOSED UNDER SUBSECTI ON (A) (1.1) OR THE TAX
DUE AFTER THE ALLOMNCE OF THE CREDI T PROVI DED FOR UNDER SECTI ON
2112.

(© VHEN ANY PERSON ENTI TLED TO A DI STRI BUTI VE SHARE OF AN
ESTATE, VHETHER UNDER AN | NTER VI VOS TRUST, A WLL OR THE
| NTESTATE LAW RENOUNCES H S RI GHT TO RECElI VE THE DI STRI BUTI VE
SHARE RECEI VI NG THEREFOR NO CONSI DERATI ON, OR EXERCI SES HI S
ELECTI VE RI GATS UNDER 20 PA.C.S. CH 22 (RELATING TO ELECTI VE
SHARE OF SURVI VI NG SPOUSE) RECEI VI NG THEREFOR NO CONSI DERATI ON
OTHER THAN THE | NTEREST | N ASSETS PASSI NG TO H M AS THE ELECTI NG
SPOUSE, THE TAX SHALL BE COWPUTED AS THOUGH THE PERSONS WHO
BENEFI T BY SUCH RENUNCI ATI ON OR ELECTI ON WERE ORI G NALLY
DESI GNATED TO BE THE DI STRI BUTEES, CONDI TI ONED UPON AN
ADJUDI CATI ON OR DECREE OF DI STRI BUTI ON EXPRESSLY CONFI RM NG
DI STRI BUTI ON TO SUCH DI STRI BUTEES. THE RENUNCI ATI ON SHALL BE
MADE W THI N NI NE MONTHS AFTER THE DEATH OF THE DECEDENT OR, I N
THE CASE OF A SURVI VI NG SPOUSE, WTHI N THE TI ME FOR ELECTI ON AND
ANY EXTENSI ON THERECF UNDER 20 PA.C.S. 8§ 2210(B) (RELATING TO
PROCEDURE FOR ELECTION; TIME LIMT). NOTICE OF THE FI LING OF THE
ACCOUNT AND OF I'TS CALL FOR AUDI T OR CONFI RVATI ON SHALL | NCLUDE
NOTI CE OF THE RENUNCI ATI ON OR ELECTI ON TO THE DEPARTMENT. WVHEN
AN UNCONDI TI ONAL VESTI NG OF A FUTURE | NTEREST DCES NOT OCCUR AT
THE DECEDENT' S DEATH, THE RENUNCI ATI ON SPECI FIED IN TH S
SUBSECTI ON OF THE FUTURE | NTEREST MAY BE MADE W THI N THREE
MONTHS AFTER THE OCCURRENCE OF THE EVENT OR CONTI NGENCY WH CH
RESCLVES THE VESTI NG OF THE | NTEREST | N POSSESSI ON AND
ENJ OYMENT.

(D) |IN CASE OF A COVWROM SE OF A DI SPUTE REGARDI NG RI GHTS
AND | NTERESTS OF TRANSFEREES, MADE I N GOOD FAI TH, THE TAX SHALL
BE COVPUTED AS THOUGH THE PERSONS SO RECEI VI NG DI STRI BUTI ON WERE
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ORI G NALLY ENTI TLED TO I' T AS TRANSFEREES OF THE PROPERTY
RECEI VED I N THE COVPROM SE, CONDI TI ONED UPON AN ADJUDI CATI ON OR
DECREE OF DI STRI BUTI ON EXPRESSLY CONFI RM NG DI STRI BUTI ON TO SUCH
DI STRI BUTEES. NOTI CE OF THE FI LI NG OF THE ACCOUNT AND OF I TS
CALL FOR AUDI T OR CONFI RVATI ON SHALL | NCLUDE NOTI CE TO THE
DEPARTMENT.

(E) I F THE RATE OF TAX WHI CH WLL BE APPLI CABLE WHEN AN
| NTEREST VESTS | N POSSESSI ON AND ENJOYMENT CANNOT BE ESTABLI SHED

© o0 N oo o A~ wWw N P

W TH CERTAI NTY, THE DEPARTMENT, AFTER CONSI DERATI ON OF RELEVANT

=Y
o

ACTUARI AL FACTORS, VALUATI ONS AND OTHER PERTI NENT Cl RCUMSTANCES,

=
=

MAY ENTER | NTO AN AGREEMENT W TH THE PERSON RESPONS| BLE FOR

=
N

PAYMENT TO ESTABLI SH A SPECI FI ED AMOUNT OF TAX VWH CH, VWHEN PAI D

=
w

W TH N SI XTY DAYS AFTER THE AGREEMENT, SHALL CONSTI TUTE FULL

H
o

PAYMENT OF ALL TAX OTHERW SE DUE UPON SUCH TRANSFER. RI GHTS OF

=Y
(63}

W THDRAWAL OF A SURVI VI NG SPOUSE NOT EXERCI SED W THI N NI NE

=Y
(e}

MONTHS OF THE TRANSFEROR S DEATH SHALL BE | GNORED | N MAKI NG SUCH

=
\l

CALCULATI ONS.

=Y
oo

(F) PROPERTY SUBJECT TO A POAER OF APPO NTMENT, WHETHER OR

=
O

NOT THE POVNER | S EXERCI SED AND NOTW THSTANDI NG ANY BLENDI NG OF

N
o

THE PROPERTY W TH THE PROPERTY OF THE DONEE, SHALL BE TAXED ONLY

N
=

AS PART OF THE ESTATE OF THE DONOR

N
N

(G THE FIRST ONE HUNDRED THOUSAND DOLLARS ($100,000) OF THE

N
w

TAXABLE VALUE OF PROPERTY SOLELY OMED BY THE DECEDENT THAT | S

N
~

TRANSFERRED |'S EXEMPT FROM THE TAX | MPOSED UNDER SUBSECTI ON

N
(63}

(A1), (1.1) OR(2).

N
(e}

Section # 15. (a) The following acts and parts of acts are

N
~

r epeal ed:

N
oo

Sections 2506 and 2507(a) of the act of April 9, 1929

N
(o]

(P.L.177, No.175), known as The Adm nistrative Code of 1929.
30 Section 4 of the act of June 23, 1982 (P.L.597, No.170),
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3
4
5

6
~
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

known as the WId Resource Conservation Act.

20 Pa.C. S. § 8618.
(b) Section 12 of the act of June 23, 1982 (P.L.597,

No. 170), known as the WI|d Resource Conservation Act, is

repeal ed insofar as it is inconsistent with this act.

Section 8 16. This act shall apply as foll ows:
(1) The followi ng provisions shall apply to taxable
years beginning on or after January 1, 1997:
(1) The anmendnent of section 301 introductory
par agraph, (C. 2), (E. 1) and (s.2) of the act.
(i1i) The amendnment of section 304(e){H- 304(D) of

t he act.

(ti1) The addition of Part VI-A of Article Il of
t he act.

" . f thi .

(1Y) THE AVENDMENT OF THE DEFI NI TI ON OF " CAPI TAL

STOCK VALUE" I'N SECTION 601 OF THE ACT.

(V) SECTION 15 OF TH S ACT.

(2) The anmendnent of seetion20i{e)—and{d)> SECTI ONS
201(C), (D), (K)(8) AND (O (4), 204, 1902-A, 1904-A, 1905-A
AND 1906- A of the act shall apply on and after July 1, 1997.

(3) THE AMENDVENT OF SECTION 301(D) OF THE ACT SHALL
APPLY TO TAX YEARS BEG NNI NG ON OR AFTER JANUARY 1, 1998.

3} (4) The anmendnent of sections 1101-C and 1102-C. 3 of
the act shall apply to any docunment nade, execut ed,
del i vered, accepted or presented for recording after the
effective date of this act.
Seett+on—9—This—aet—shatl—takeetfeet—t+rmedrately—

SECTION 17. THE AMENDMENT OF SECTI ONS 1296, 1902- A AND 1905-

30 A OF THE ACT SHALL BE RETROACTI VE TO JANUARY 1, 1997.
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SECTION 18. THI'S ACT SHALL TAKE EFFECT AS FOLLOWS:
(1) THE AMENDMENT OR ADDI TI ON OF SECTI ONS 201(B), (O),
(D), (F), (O, (K, (O AND (JJ) AND 204(53) OF THE ACT SHALL

TAKE EFFECT JULY 1, 1997.
(2) THE REMAINDER OF THI'S ACT SHALL TAKE EFFECT

o 0o B~ W N

| MVEDI ATELY.
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