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AN ACT

1 Anending the act of March 4, 1971 (P.L.6, No.2), entitled "An

2 act relating to tax reformand State taxation by codifying

3 and enunerating certain subjects of taxation and inposing

4 t axes thereon; providing procedures for the paynent,

5 col l ection, adm nistration and enforcenent thereof; providing
6 for tax credits in certain cases; conferring powers and

7 i mposi ng duties upon the Departnent of Revenue, certain

8 enpl oyers, fiduciaries, individuals, persons, corporations

9 and other entities; prescribing crinmes, offenses and

10 penal ties,"” further providing for sales and use tax

11 definitions, for sales and use tax exclusions, for sales and
12 use tax penalties, for personal incone tax definitions and
13 for classes of personal incone; providing for a credit

14 agai nst personal incone tax; further providing for personal
15 income tax penalties, for realty transfer tax definitions,
16 for realty transfer tax exclusions and for realty transfer
17 tax penalties; and conferring powers and duties on the

18 Pennsyl vani a Hi storical and Museum Conmi ssi on.

19 The General Assenbly of the Conmonweal th of Pennsyl vani a

20 hereby enacts as follows:



Section 1. Section 201 of the act of March 4, 1971 (P.L.6,
No. 2), known as the Tax Reform Code of 1971, is anmended by
addi ng a clause to read:

Section 201. Definitions.--The foll owi 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:

* * %

(aaa) "H storic honesite." A building which conplies with

all of the foll ow ng:

(1) The buil ding has been in existence for at |least fifty

(2) The building is divided into no nore than four units,

one of which is used as the owner's princi pal residence. The

requi renents of this clause shall be satisfied if the purchaser

of a building has entered into a covenant with the Pennsyl vani a

Hi storical and Museum Conmi ssion to divide the building into no

nore than four units, one of which will be used as the

purchaser's princi pal residence begi nning no | ater than four

nmonths after the date of the transfer of title to the rea

property.
(3) The buil ding:

(i) has been designated by Federal or State governnment as a

hi storic property;

(ii) is located in an area desi gnated by Federal or State

governnent as a historic district;

(iii) is located in an area designated as a historic

district under section 2 of the act of June 13, 1961 (P.L.282,

No. 167), entitled "An act authorizing counties, cities,

bor oughs, i ncorporated towns and townshi ps to create historic
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districts within their geographi c boundaries; providing for the

appoi ntnent of Boards of Historical Architectural Review

enpoweri ng governi nqg bodies of political subdivisions to protect

the distinctive historical character of these districts and to

requl ate the erection, reconstruction, alteration, restoration,

denplition or razing of buildings within the historic

districts";

(iv) has been designated as a historic property or is

|l ocated in an area designated as a historic district pursuant to

the Historic Preservati on Ordi nance, Section 14-2007 of the

Phi | adel phia Cty Code; or

(v) has been designated as a historic property or is |ocated

in an area designated as a historic district pursuant to Title

11 of the Pittsburgh Gty Code, chapter 1, section 3, as anended

by City Council on July 22, 1997.

(4) The owner or purchaser of the building has entered i nto

a covenant with the Pennsyl vania Hi storical and Miseum

Conmmi ssi on providi ng that:

(i) rehabilitation or restoration work, with a total cost of

rehabilitation or restorati on valued in excess of one thousand

dollars ($1,000), will be conpleted to the satisfaction of the

Pennsyl vani a H storical and Museum Comm Ssi on in accordance with

36 CFR 67.7 (relating to standards for rehabilitation) within

five years of the date the covenant was entered into with the

Pennsyl vani a H storical and Miuseum Conm Sssi on; and

(ii) the buil ding:

(A) has been or will be occupied as the principal residence

of the owner or successor in interest for at |east five

consecutive years, including the date the covenant was entered

into with the Pennsyl vania Hi storical and Museum Comm Ssi on; or

20010HO090B0O075 - 3 -



1
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

(B) wll be occupied as the principal residence of the

pur chaser or successor in interest for at |east five consecutive

vears, beqginning no |later than four nonths after the date of

transfer of title to the real property.

(bbb) "Cost of rehabilitation or restoration." Costs

attributed to the rehabilitation or restoration of a historic

honmesite, including historic decorative el enents; updradi nqg of

the structural, nechanical, electrical and plunbing systens to

applicabl e code; and alterations associated with the conversi on

of the building to residential use. The term shall not incl ude

costs attributable to the acquisition of the real property; the

enl argenent of an exi sting buil ding; | andscapi ng, driveways and

other site features; outbuil dings or garages; and personal | abor

perforned by the owner

Section 2. Section 204 of the act is anmended by adding a
cl ause to read:

Section 204. Exclusions from Tax.--The tax inposed by
section 202 shall not be inposed upon

* * %

(61) The sale at retail or use of tangi bl e personal property

or services which are costs of rehabilitation or restorati on of

a historic honesite. The purchaser shall furnish to the vendor a

certificate substantially in the formas the Pennsyl vani a

Hi storical and Museum Conmi ssion, in conjunction with the

departnent, shall prescribe stating that the sale is exenpt from

tax pursuant to this cl ause.

Section 3. Section 301 of the act is anmended by adding a
cl ause to read:
Section 301. Definitions.--The foll owi ng words, terns and

phrases when used in this article shall have the neaning

20010HO090B0O075 - 4 -



© 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

ascribed to themin this section except where the context
clearly indicates a different neaning. Unless specifically

provi ded ot herwi se, any reference in this article to the

I nternal Revenue Code shall include the Internal Revenue Code of
1986 (Public Law 99-514, 26 U . S.C. 8 1 et seq.), as anended to
January 1, 1997:

* * %

(i.3) "H storic honesite" neans a historic honesite as

defined in section 201(aaa).

Section 4. Section 303(a)(3) of the act is anended by addi ng
a subparagraph to read:

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

* x *

(3) Net gains or incone fromdisposition of property. Net
gains or net inconme, |less net |osses, derived fromthe sale,
exchange or other disposition of property, including real
property, tangi ble personal property, intangible personal
property or obligations issued on or after the effective date of
this anendatory act by the Commonweal t h; any public authority,
conmmi ssi on, board or other agency created by the Commonweal t h;
any political subdivision of the Cormonwealth or any public
authority created by any such political subdivision; or by the
Federal Governnment as determ ned in accordance with accepted
accounting principles and practices. For the purpose of this
article:

* * %

(viii) The term"net gains or incone" shall not include the

net gain on the sale of a historic honesite. No |ater than the

date of transfer of title to the real property, the purchaser
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shall provide a copy of the covenant with the Pennsyl vani a

Hi storical and Museum Conmi ssion to the seller.

* * %

Section 5. The act is anmended by adding a section to read:

Secti on 314. 1. Hi storic Honesite Rehabilitation Credit.--(a)

An individual shall be allowed a credit agai nst the tax

ot herwi se due under this article for the rehabilitati on or

restoration of a historic honesite.

(b)) Subject to subsection (c), the credit authorized under

this section shall be twenty per cent of the anbunt expended by

the individual during the taxable year on tangi bl e per sonal

property or services that qualify for a sales and use tax

excl usi on under section 204(61) as certified by the Pennsyl vani a

Hi storical and Museum Conmi ssi on.

(c) The cunul ative credit for rehabilitation or restorati on

of a historic honesite shall not exceed six thousand doll ars

($6, 000), regardl ess of the nunber of years over which the

qual i fyi ng expendi tures take pl ace.

(d) |If the taxpayer cannot use the entire anount of the

hi storic honesite rehabilitation credit for the taxable year in

whi ch the expenditures are first made, then the excess may be

carried over to succeedi ng taxable years. Each tinme that the

hi storic honesite rehabilitation credit is carried over to a

succeedi ng taxable year, it shall be reduced by the anpunt that

was used as a credit during the i medi ately precedi ng taxabl e

vear. The credit may be carried over and applied to succeedi ng

t axabl e years for no nore than five taxable years followi ng the

first taxable year for which the taxpayer was entitled to claim

the credit.

Section 6. Section 1101-C of the act is anmended by adding a
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definition to read:

Section 1101-C. Definitions.--The follow ng words when used
in this article shall have the neanings ascribed to themin this
secti on:

* * %

"Hi storic honesite." A historic honesite as defined in

section 201( aaa).

* * %

Section 7. Section 1102-C. 3 of the act, anended or added
July 2, 1986 (P.L.318, No.77), June 16, 1994 (P.L.279, No. 48)
and May 7, 1997 (P.L.85, No.7), is anended to read:

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

(1) Atransfer to the Comonwealth or to any of its
instrunmentalities, agencies or political subdivisions by gift,
dedication or deed in lieu of condemati on or deed of
confirmation in connection with condemation proceedi ngs, or a
reconveyance by the condeming body of the property condemmed to
the owner of record at the tinme of condemmation, which
reconveyance may include property line adjustnments provided said
reconveyance is nade within one year fromthe date of
condemat i on.

(2) A docunent which the Cormonwealth is prohibited from
taxi ng under the Constitution or statutes of the United States.

(3) A conveyance to a nunicipality, township, schoo
district or county pursuant to acquisition by the rnunicipality,
townshi p, school district or county of a tax delinquent property
at sheriff sale or tax claimbureau sale.

(4) A transfer for no or nom nal actual consideration which

corrects or confirnms a transfer previously recorded, but which
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does not extend or limt existing record legal title or
i nterest.

(5) A transfer of division in kind for no or nom nal actual
consi deration of property passed by testate or intestate
successi on and held by cotenants; however, if any of the parties
take shares greater in value than their undivided interest, tax
is due on the excess.

(6) A transfer between husband and wi fe, between persons who
wer e previously husband and wi fe who have since been divorced,
provi ded the property or interest therein subject to such
transfer was acquired by the husband and wi fe or husband or w fe
prior to the granting of the final decree in divorce, between
parent and child or the spouse of such child, between brother or
sister or spouse of a brother or sister and brother or sister or
t he spouse of a brother or sister and between a grandparent and
grandchild or the spouse of such grandchild, except that a
subsequent transfer by the grantee within one year shall be
subject to tax as if the grantor were making such transfer.

(7) A transfer for no or nom nal actual consideration of
property passing by testate or intestate succession froma
personal representative of a decedent to the decedent's devisee
or heir.

(8 A transfer for no or nom nal actual consideration to a
trustee of an ordinary trust where the transfer of the sane
property would be exenpt if the transfer was made directly from
the grantor to all of the possible beneficiaries that are
entitled to receive the property or proceeds fromthe sal e of
the property under the trust, whether or not such beneficiaries
are contingent or specifically named. A trust clause which

identifies the contingent beneficiaries by reference to the
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heirs of the trust settlor as determ ned by the |laws of the

i ntestate succession shall not disqualify a transfer fromthe
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 exenption shall be granted unless the recorder of deeds
is presented with a copy of the living trust instrunent.

(9) A transfer for no or nom nal actual consideration froma
trustee of an ordinary trust to a specifically named beneficiary
that is entitled to receive the property under the recorded
trust instrunment or to a contingent beneficiary where the
transfer of the same property would be exenpt if the transfer
was nmade by the grantor of the property into the trust to that
beneficiary. However, any transfer of real estate froma |iving
trust during the settlor's lifetinme shall be considered for the
purposes of this article as if such transfer were nmade directly
fromthe settlor to the grantee.

(9.1) A transfer for no or nom nal actual consideration from
a trustee of a living trust after the death of the settlor 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 nom 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
settlor.

(10) A transfer for no or nom nal actual consideration from
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trustee to successor trustee.

(11) A transfer:

(i) for no or nom nal actual consideration between principal
and agent or straw party; or

(i1i) fromor to an agent or straw party where, if the agent
or straw party were his principal, no tax woul d be inposed under
this article.
Where the docunent by which title is acquired by a grantee or
statement of value fails to set forth that the property was
acquired by the grantee from or for the benefit of, his
principal, there is a rebuttable presunption that the property
is the property of the grantee in his individual capacity if the
grantee clains an exenption fromtaxation under this clause.

(12) A transfer nmade pursuant to the statutory nerger or
consolidation of a corporation or statutory division of a
nonprofit corporation, except where the departnment reasonably
determ nes that the primary intent for such nerger,
consolidation or division is avoi dance of the tax inposed by
this article.

(13) A transfer froma corporation or association of real
estate held of record in the name of the corporation or
associ ation where the grantee owns stock of the corporation or
an interest in the association in the same proportion as his
interest in or ownership of the real estate being conveyed and
where the stock of the corporation or the interest in the
associ ation has been held by the grantee for nore than two
years.

(14) A transfer froma nonprofit industrial devel opnment
agency or authority to a grantee of property conveyed by the

grantee to that agency or authority as security for a debt of
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the grantee or a transfer to a nonprofit industrial devel opnent
agency or authority.

(15) A transfer froma nonprofit industrial devel opnment
agency or authority to a grantee purchasing directly fromit,
but only if:

(i) the grantee shall directly use such real estate for the
pri mary purpose of manufacturing, fabricating, conpounding,
processi ng, publishing, research and devel opnent,
transportation, energy conversion, energy production, pollution
control, warehousing or agriculture; and

(1i) the agency or authority has the full ownership interest
in the real estate transferred.

(16) A transfer by a nortgagor to the hol der of a bona fide
nortgage in default in lieu of a foreclosure or a transfer
pursuant to a judicial sale in which the successful bidder is
the bona fide holder of a nortgage, unless the hol der assigns
the bid to anot her person.

(17) Any transfer between religious organizations or other
bodi es or persons holding title for a religious organization if
such real estate is not being or has not been used by such
transferor for commrercial purposes.

(18) A transfer to a conservancy which possesses a tax-
exenpt status pursuant to section 501(c)(3) of the Internal
Revenue Code of 1954 (68A Stat. 3, 26 U . S.C. 8 501(c)(3)) and
which has as its primary purpose preservation of land for
historic, recreational, scenic, agricultural or open-space
opportunities; or a transfer fromsuch a conservancy to the
United States, the Cormmonwealth or to any of their
instrunmentalities, agencies or political subdivisions; or any

transfer fromsuch a conservancy where the real estate is
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encunbered by a perpetual agricultural conservation easenent as
defined by the act of June 30, 1981 (P.L.128, No.43), known as

the "Agricultural Area Security Law," and such conservancy has

owned the real estate for at |east two years i mediately prior

to the transfer

(19) A transfer of real estate devoted to the business of
agriculture to a famly farmcorporation by a nmenber of the sane
famly which directly owns at | east seventy-five per cent of
each class of the stock thereof.

(19.1) A transfer of real estate devoted to the business of
agriculture to a famly farm partnership by a nmenber of the sane
famly, which famly directly owns at |east seventy-five per
cent of the interests in the partnership.

(20) A transfer between nenbers of the sane famly of an
ownership interest in a real estate conpany, famly farm
corporation or famly farm partnership which ows real estate.

(21) A transaction wherein the tax due is one dollar ($1) or
| ess.

(22) Leases for the production or extraction of coal, oil,
natural gas or mnerals and assignnments thereof.

In order to exercise any exclusion provided in this section, the
true, full and conplete value of the transfer shall be shown on
the statenment of value. For |eases of coal, oil, natural gas or
mnerals, the statenment of value nmay be limted to an

expl anation of the reason such docunent is not subject to tax
under this article.

(23) A transfer of a historic honesite. No |later than the

date of transfer of title to the real property, the purchaser

shall provide a copy of the covenant with the Pennsyl vani a

Hi stori cal and Museum Conmi ssion to the seller.
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Section 8. The act is anmended by adding a section to read:

Secti on 3003. 14. Failure to Fulfill H storic Honesite

Covenant.--(a) The Pennsyl vania Hi storical and Miseum

Commi ssi on shall notify the departnent when an indivi dual who

has entered into a covenant to rehabilitate or restore a

hi storic honesite under section 201(aaa), 301(i.3) or 1101-C

fails to abide by the terns of the covenant.

(b)Y Upon notification by the Pennsyl vania H storical and

Museum Conmi ssion that the individual has failed to abide by the

terns of the covenant, the departnent shall |evy a penalty

agai nst that individual equal to two hundred per cent of the tax

benefits granted under sections 204(61), 303(a)(3)(viii), 314.1

and 1102-C.3 with respect to the historic honesite to which the

covenant appli ed.

(c) The penalty provided by subsection (b), or any portion

thereof, may be abated if the failure to abide by the terns of

the covenant is justified by reason of change i n enpl oynent,

health or, to the extent provided in requl ati on, unforeseen

ci rcunst ances. The departnent and the Pennsyl vani a Hi stori cal

and Museum Comm ssi on shall pronul gate regul ati ons to i npl enent

this subsecti on.

Section 9. This act shall apply to covenants with the
Pennsyl vani a Hi storical and Museum Conm ssi on which are entered
into after June 30, 2001.

Section 10. This act shall be known and may be cited as the
Hi storic Hone and Nei ghborhood Preservation Act.

Section 11. This act shall take effect July 1, 2001, or

i mredi ately, whichever is |later.
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