SENATE ANVENDED
PRI OR PRI NTER S NOS. 441, 2809, 2849, PRINTER S NO. 4086

3094

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
377 =55

I NTRODUCED BY D. EVANS, BENNI NGTON, BUXTON, CALTAGQ RONE, CURRY,

FREEMAN, GALLOWAY, LEVDANSKY, MARKCSEK, MYERS, PARKER,
PRESTON, WALKO, WHEATLEY, PETRONE, WAGNER, KORTZ, FRANKEL AND
M O BRI EN, FEBRUARY 13, 2007

SENATOR BROWNE, FI NANCE, | N SENATE, AS AMENDED, JUNE 26, 2008

AN ACT

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

act relating to tax reformand State taxation by codifying

and enunerating certain subjects of taxation and inposing

t axes thereon; providing procedures for the paynent,

col l ection, adm nistration and enforcenent thereof; providing

for tax credits in certain cases; conferring powers and

i mposi ng duties upon the Departnent of Revenue, certain

enpl oyers, fiduciaries, individuals, persons, corporations

and other entities; prescribing crinmes, offenses and

penal ties," rA-sales—andusetaxi—further—providingfor <—

I N PERSONAL | NCOVE <—
TAX, FURTHER PROVI DI NG FOR CLASSES OF | NCOVE AND FOR SPECI AL
TAX PROVI SI ONS FOR POVERTY; AND, | N CORPCRATE NET | NCOVE TAX,
FURTHER PROVI DI NG FOR THE DEFI NI TI ON OF " TAXABLE | NCOVE. "

The General Assenbly of the Conmonweal th of Pennsyl vani a



her eby enacts as foll ows:
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16 follows:-

17 Faxable—Year—— Fax—Rate
18 Januvary—1—1995fand

19 each-taxable

20 year—thereattert

21 through-taxable

22 years—beginning

23 on—or—bhefore

24 Pecerber—34—20068 —9-99%
25 Janvary—1; 2009 —and

26 each taxable

27 year—through

28 Becenber—31—26089 —+-96%
29 Jonvary—1; 20106, —and

30 each taxable
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14 (3)—The reminder—of thisactshall take effeect
15 rediatelby—
16 SECTION 1. SECTION 303(A. 3) OF THE ACT OF MARCH 4, 1971

17 (P.L.6, NO 2), KNOMWN AS THE TAX REFORM CODE OF 1971, ADDED JUNE
18 29, 2002 (P.L.559, NO 89), IS AVENDED TO READ:

19 SECTI ON 303. CLASSES OF I NCOME. --* * *

20 (A.3) THE COST OF PROPERTY COMMONLY REFERRED TO AS SECTI ON
21 179 PROPERTY MAY BE TREATED AS A DEDUCTI BLE EXPENSE ONLY TO THE
22 EXTENT ALLOMABLE UNDER THE VERSI ON OF SECTION 179 OF THE

23 | NTERNAL REVENUE CCDE | N EFFECT AT THE TI ME THE PROPERTY | S

24 PLACED I N SERVI CE [ OR UNDER SECTI ON 179 OF THE | NTERNAL REVENUE
25 CODE OF 1986 (26 U.S.C. § 179), WHICHEVER IS EARLIER]. THE LIMT

26 ON SECTION 179 PROPERTY VWH CH MAY BE TREATED AS DEDUCTI BLE SHALL

27 BE_FIFTY THOUSAND DOLLARS ($50,000). THE BASIS OF SECTION 179

28 PROPERTY SHALL BE REDUCED, BUT NOTI' BELOW ZERO, FOR COSTS TREATED
29 AS A DEDUCTI BLE EXPENSE. THE AMOUNT OF THE REDUCTI ON SHALL BE

30 THE AMOUNT DEDUCTED ON A RETURN AND NOT DI SALLOVNED, REGARDLESS
20070H0377B4086 - 34 -



OF WHETHER THE DEDUCTI ON RESULTS | N A REDUCTI ON OF | NCOME.

* x %

SECTI ON 2. SECTION 304 OF THE ACT, AMENDED DECEMBER 13, 1991
(P.L.373, NO 40) AND DECEMBER 23, 2003 (P.L.250, NO 46), IS
AMENDED TO READ

SECTI ON 304. SPECI AL TAX PROVI SI ONS FOR POVERTY. --(A) THE
GENERAL ASSEMBLY, | N RECOGNI TI ON OF THE PONERS CONTAI NED | N
SECTION 2(B)(11) OF ARTICLE VIII OF THE CONSTI TUTI ON OF THE
COMWONVEALTH OF PENNSYLVANI A VWHI CH PROVI DES THEREI N FOR THE
ESTABLI SH NG AS A CLASS OR CLASSES OF SUBJECTS OF TAXATI ON THE
PROPERTY OR PRI VI LEGES OF PERSONS VWHO, BECAUSE OF POVERTY ARE
DETERM NED TO BE I N NEED OF SPECI AL TAX PROVI SI ONS HEREBY
DECLARES AS | TS LEQ SLATI VE | NTENT AND PURPCSE TO | MPLEMENT SUCH
PONER UNDER SUCH CONSTI TUTI ONAL PROVI SI ON BY ESTABLI SHI NG
SPECI AL TAX PROVI SI ONS AS HEREI NAFTER PROVIDED IN TH S ACT.

(B) THE GENERAL ASSEMBLY HAVI NG DETERM NED THAT THERE ARE
PERSONS W THI N THI S COVMONWEALTH WHOSE | NCOVES ARE SUCH THAT
| MPCSI TI ON OF A TAX THEREON WOULD DEPRI VE THEM AND THEI R
DEPENDENTS OF THE BARE NECESSI TI ES OF LI FE AND HAVI NG FURTHER
DETERM NED THAT POVERTY IS A RELATI VE CONCEPT | NEXTRI CABLY
JO NED W TH ACTUAL | NCOVE AND THE NUMBER OF PEOPLE DEPENDENT
UPON SUCH | NCOVE DEEMS | T TO BE A MATTER OF PUBLI C POLI CY TO
PROVI DE SPECI AL TAX PROVI SI ONS FOR THAT CLASS OF PERSONS
HEREI NAFTER DESI GNATED TO RELI EVE THEI R ECONOM C BURDEN

(© FOR THE TAXABLE YEAR 1974 AND EACH YEAR THEREAFTER ANY
CLAI MVANT VWHO MEETS THE FOLLOW NG STANDARDS OF ELI G BI LI TY
ESTABLI SHED BY TH S ACT AS THE TEST FOR POVERTY SHALL BE DEEMED
A SEPARATE CLASS OF SUBJECT OF TAXATI ON, AND, AS SUCH, SHALL BE
ENTI TLED TO THE BENEFI T OF THE SPECI AL PROVI SI ONS OF TH S ACT

(D) ANY CLAIM FOR SPECI AL TAX PROVI SI ONS HEREUNDER SHALL BE

20070H0377B4086 - 35 -
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30

DETERM NED | N ACCORDANCE W TH THE FOLLOW NG

(1) | F THE POVERTY | NCOVE CF THE CLAI MANT DURI NG AN ENTI RE
TAXABLE YEAR | S [ SI X THOUSAND FI VE HUNDRED DOLLARS ($6, 500) OR
LESS, OR, IN THE CASE OF A MARRI ED CLAI MANT, |F THE JO NT
POVERTY | NCOVE OF THE CLAI MANT AND THE CLAI MANT' S SPOUSE DURI NG
AN ENTI RE TAXABLE YEAR | S THI RTEEN THOUSAND DOLLARS ($13, 000) OR
LESS] THE AMOUNT UNDER CLAUSE (1.1)(l), THE CLAI MANT SHALL BE

ENTI TLED TO A REFUND OR FORGA VENESS OF ANY MONEYS WHI CH HAVE
BEEN PAI D OVER TO (OR WOULD EXCEPT FOR THE PROVI SIONS OF THI' S
ACT BE PAYABLE TO) THE COMMONWEALTH UNDER THE PROVI SIONS OF THI S
ARTI CLE, W TH AN ADDI Tl ONAL | NCOVE ALLOMNCE OF [ NI NE THOUSAND
FI VE HUNDRED DOLLARS ($9, 500)] THE AMOUNT UNDER CLAUSE (1.1)(l11)

FOR EACH DEPENDENT OF THE CLAI MANT. 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 CLAI MANT AND THE CLAI MANT' S SPCUSE LI VE APART AT
ALL TI MES DURI NG THE LAST SI X MONTHS OF THE TAXABLE YEAR OR ARE
SEPARATED PURSUANT TO A VRRI TTEN SEPARATI ON AGREEMENT.

(1.1) (1) THE AMOUNT OF POVERTY | NCOVE OF A CLAI MANT DURI NG

AN ENTI RE TAXABLE YEAR UNDER CLAUSE (1) SHALL BE AS FOLLOWS:

(A)  FOR TAXABLE YEARS ENDI NG BEFORE JANUARY 1, 2008, THE

AMOUNT_SHALL BE SI X THOUSAND FI VE HUNDRED DOLLARS ($6,500) OR

LESS, OR IN THE CASE OF A MARRI ED CLAI MANT, THE AMOUNT SHALL BE

THI RTEEN THOUSAND DOLLARS ($13,000) OR LESS.

(B) FOR TAXABLE YEARS ENDI NG AFTER DECEMBER 31, 2007, AND

BEFORE JANUARY 1, 2009, THE AMOUNT SHALL BE SEVEN THOUSAND FI VE

HUNDRED DOLLARS ($7,500) OR LESS, OR |IN THE CASE CF A MARRI ED

CLAI MANT, THE AMOUNT SHALL BE FI FTEEN THOUSAND DOLLARS ($15, 000)

20070H0377B4086 - 36 -
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11
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(©) FOR TAXABLE YEARS ENDI NG AFTER DECEMBER 31, 2008, AND

BEFORE JANUARY 1, 2010, THE AMOUNT SHALL BE El GHT THOUSAND

DOLLARS ($8,000) OR LESS, OR IN THE CASE OF A MARRI ED CLAI MANT,

THE AMOUNT SHALL BE SI XTEEN THOUSAND DOLLARS ($16,000) OR LESS.

(D) FOR TAXABLE YEARS ENDI NG AFTER DECEMBER 31, 2009, THE

AMOUNT _SHALL BE EI GHT THOUSAND FI VE HUNDRED DOLLARS ($8,500) OR

LESS, OR IN THE CASE OF A MARRI ED CLAI MANT, THE AMOUNT SHALL BE

SEVENTEEN THOUSAND DOLLARS ($17,000) OR LESS.

(1) THE ADDI TI ONAL | NCOVE ALLOMNCE FOR EACH DEPENDENT OF A

CLAI MANT _UNDER CLAUSE (1) SHALL BE AS FOLLOWG:

(A)  FOR TAXABLE YEARS ENDI NG BEFORE JANUARY 1, 2009, THE

AMOUNT SHALL BE NI NE THOUSAND FI VE HUNDRED DOLLARS ($9, 500).

(B) FOR TAXABLE YEARS ENDI NG AFTER DECEMBER 31, 2008, AND

BEFORE JANUARY 1, 2010, THE AMOUNT SHALL BE N NE THOUSAND SEVEN

HUNDRED AND FI FTY DOLLARS ($9, 750).

(G FOR TAXABLE YEARS ENDI NG AFTER DECEMBER 31, 2009, THE

AMOUNT SHALL BE TEN THOUSAND DOLLARS ($10, 000).

(2) |F THE POVERTY | NCOVE OF THE CLAI MANT DURI NG AN ENTI RE
TAXABLE YEAR DOES NOT EXCEED THE POVERTY | NCOME LI M TATI ONS
PRESCRI BED BY CLAUSE (1) BY MORE THAN THE DOLLAR CATEGORY
CONTAI NED | N SUBCLAUSES (1), (I1), (111), (1V), (V), (V),
(MI1), (VI11) OR (1X) OF THI'S CLAUSE, THE CLAI MANT SHALL BE
ENTI TLED TO A REFUND OR FORG VENESS BASED ON THE PER CENTAGE
PRESCRI BED | N SUCH SUBCLAUSES OF ANY MONEYS WH CH HAVE BEEN PAI D
OVER TO (OR WOULD HAVE BEEN EXCEPT FOR THE PROVI S| ONS HEREI N BE
PAYABLE TO) THE COMVONVEALTH UNDER THI' S ARTI CLE:

(1) NINETY PER CENT | F NOT I N EXCESS OF TWD HUNDRED FI FTY
DOLLARS ($250) .

(I1) EIGHTY PER CENT | F NOT | N EXCESS OF FI VE HUNDRED
DOLLARS ( $500) .

20070H0377B4086 - 37 -



1 (111) SEVENTY PER CENT | F NOT | N EXCESS OF SEVEN HUNDRED

2 FIFTY DOLLARS ($750).

3 (V) SIXTY PER CENT | F NOT | N EXCESS OF ONE THOUSAND DOLLARS
4 ($1,000).

5 (V) FIFTY PER CENT | F NOT | N EXCESS OF ONE THOUSAND TWO

6 HUNDRED FI FTY DOLLARS ($1, 250).

7 (VI) FORTY PER CENT | F NOT | N EXCESS OF ONE THOUSAND FI VE

8 HUNDRED DOLLARS ($1, 500).

9 (VI1) THRTY PER CENT | F NOT | N EXCESS OF ONE THOUSAND SEVEN

10 HUNDRED FI FTY DOLLARS ($1, 750).

11 (VI11) TWENTY PER CENT | F NOT | N EXCESS OF TWO THOUSAND

12 DOLLARS ($2, 000).

13 (I1X) TEN PER CENT |F NOT I N EXCESS OF TWD THOUSAND TWO

14 HUNDRED FI FTY DOLLARS ($2, 250).

15 (3) |F AN I NDI VIDUAL HAS A TAXABLE YEAR OF LESS THAN TVELVE
16 MONTHS, THE POVERTY | NCOVE THEREOF SHALL BE ANNUALI ZED | N SUCH
17 MANNER AS THE DEPARTMENT MAY PRESCRI BE.

18 SECTI ON 3. SECTI ON 401(3)2(A)(9) AND 4(C) OF THE ACT,

19 AMENDED JULY 12, 2006 (P.L.1137, NO.116), ARE AMVENDED TO READ:
20 SECTI ON 401. DEFI NI TI ONS. - - THE FOLLOW NG WORDS, TERMS, AND
21 PHRASES, WHEN USED IN THI'S ARTI CLE, SHALL HAVE THE MEANI NG

22 ASCRIBED TO THEM IN THI'S SECTI ON, EXCEPT WHERE THE CONTEXT

23 CLEARLY | NDI CATES A DI FFERENT MEANI NG

24 * * %
25 (3) "TAXABLE I NCOWVE." * * *
26 2. I N CASE THE ENTI RE BUSI NESS OF ANY CORPORATI ON, OTHER

27 THAN A CORPORATI ON ENGAGED | N DO NG BUSI NESS AS A REGULATED

28 | NVESTMENT COVPANY AS DEFI NED BY THE | NTERNAL REVENUE CCODE OF
29 1986, IS NOI' TRANSACTED WTH N THI S COMONVEALTH, THE TAX

30 | MPCSED BY TH S ARTI CLE SHALL BE BASED UPON SUCH PORTI ON OF THE
20070H0377B4086 - 38 -
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30

TAXABLE | NCOVE OF SUCH CORPORATI ON FOR THE FI SCAL OR CALENDAR
YEAR, AS DEFI NED | N SUBCLAUSE 1 HEREOF, AND MAY BE DETERM NED AS
FOLLOWS:

(A) DIVISION OF | NCOME.

(9) (A) EXCEPT AS PROVI DED | N SUBPARAGRAPH (B):

(1) FOR TAXABLE YEARS BEG NNI NG BEFORE JANUARY 1, 2007, ALL
BUSI NESS | NCOVE SHALL BE APPORTI ONED TO THI S STATE BY
MULTI PLYI NG THE | NCOVE BY A FRACTI ON, THE NUMERATOR OF WHICH I S
THE PROPERTY FACTOR PLUS THE PAYROLL FACTOR PLUS THREE TI MES THE
SALES FACTOR AND THE DENOM NATOR OF WHI CH IS FI VE.

(I1) FOR TAXABLE YEARS BEG NNI NG AFTER DECEMBER 31, 2006,
ALL BUSI NESS | NCOVE SHALL BE APPORTI ONED TO THI S STATE BY
MULTI PLYI NG THE | NCOVE BY A FRACTI ON, THE NUMERATOR OF WHICH I S
THE SUM OF FI FTEEN TI MES THE PROPERTY FACTOR FI FTEEN TI MES THE
PAYROLL FACTOR AND SEVENTY TI MES THE SALES FACTOR AND THE
DENOM NATOR OF WHI CH |'S ONE HUNDRED.

(111) FOR TAXABLE YEARS BEG NNI NG AFTER DECEMBER 31, 2008,

ALL BUSI NESS | NCOVE SHALL BE APPORTI ONED TO TH S STATE BY

MULTI PLYI NG THE | NCOVE BY A FRACTION: _THE NUVERATOR OF WVHICH IS

THE SUM OF SEVEN AND A HALF TI MES THE PROPERTY FACTOR, SEVEN AND

A HALF TI MES THE PAYROLL FACTOR AND ElI GHTY-FIVE TI MES THE SALES

FACTOR;, AND THE DENOM NATOR OF WHICH IS ONE HUNDRED.

(B) FOR PURPCSES COF APPCRTI ONMENT OF THE CAPI TAL STOCK -
FRANCHI SE TAX AS PROVI DED I N SECTI ON 602 OF ARTICLE VI OF TH' S
ACT, THE APPORTI ONMENT FRACTI ON SHALL BE THE PROPERTY FACTOR
PLUS THE PAYROLL FACTOR PLUS THE SALES FACTOR AS THE NUMERATOR,
AND THE DENOM NATOR SHALL BE THREE.

* * %

4 * * %
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(C) (1) THE NET LOSS DEDUCTI ON SHALL BE THE LESSER OF:

(A) (1) FOR TAXABLE YEARS BEG NNI NG BEFORE JANUARY 1, 2007,
TWO M LLI ON DOLLARS ($2, 000, 000);

(I1) FOR TAXABLE YEARS BEG NNI NG AFTER DECEMBER 31, 2006,
THE GREATER OF TWELVE AND ONE- HALF PER CENT OF TAXABLE | NCOMVE AS
DETERM NED UNDER SUBCLAUSE 1 OR, |F APPLI CABLE, SUBCLAUSE 2 OR
THREE M LLI ON DOLLARS ($3, 000, 000); [OR]

(111) FOR TAXABLE YEARS BEG NNI NG AFTER DECEMBER 31, 2008,

THE GREATER OF TVENTY PER CENT OF THE TAXABLE | NCOVE AS

DETERM NED UNDER SUBCLAUSE 1 OR, | F APPLI CABLE, SUBCLAUSE 2 OR

FIVE MLLION DOLLARS ($5,000,000); OR

(B) THE AMOUNT OF THE NET LOSS OR LOSSES WHI CH MAY BE
CARRI ED OVER TO THE TAXABLE YEAR OR TAXABLE | NCOVE AS DETERM NED
UNDER SUBCLAUSE 1 OR, | F APPLI CABLE, SUBCLAUSE 2.

(1.1) I N NO EVENT SHALL THE NET LOSS DEDUCTI ON | NCLUDE MORE
THAN FI VE HUNDRED THOUSAND DOLLARS ($500, 000), I N THE AGGREGATE,
OF NET LOSSES FROM TAXABLE YEARS 1988 THROUGH 1994.

(2) (A A NET LCSS FOR A TAXABLE YEAR MAY ONLY BE CARRI ED
OVER PURSUANT TO THE FOLLOW NG SCHEDULE:

TAXABLE YEAR CARRYOVER
1981 1 TAXABLE YEAR
1982 2 TAXABLE YEARS
1983- 1987 3 TAXABLE YEARS
1988 2 TAXABLE YEARS PLUS

1 TAXABLE YEAR
STARTI NG W TH THE
1995 TAXABLE YEAR
1989 1 TAXABLE YEAR PLUS
2 TAXABLE YEARS
STARTI NG W TH THE
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1995 TAXABLE YEAR
1990- 1993 3 TAXABLE YEARS

STARTI NG W TH THE

1995 TAXABLE YEAR

1994 1 TAXABLE YEAR
1995- 1997 10 TAXABLE YEARS
1998 AND THEREAFTER 20 TAXABLE YEARS

(B) THE EARLI EST NET LOSS SHALL BE CARRI ED OVER TO THE
EARLI EST TAXABLE YEAR TO VHICH I T MAY BE CARRI ED UNDER THI S
SCHEDULE. THE TOTAL NET LOSS DEDUCTI ON ALLOWED | N ANY TAXABLE
YEAR SHALL NOT EXCEED:

(1) TWO MLLION DOLLARS ($2, 000, 000) FOR TAXABLE YEARS
BEG NNI NG BEFORE JANUARY 1, 2007.

(1) THE GREATER OF TWELVE AND ONE- HALF PER CENT OF THE
TAXABLE | NCOVE AS DETERM NED UNDER SUBCLAUSE 1 OR, | F
APPL| CABLE, SUBCLAUSE 2 OR THREE M LLI ON DOLLARS ( $3, 000, 000)
FOR TAXABLE YEARS BEG NNI NG AFTER DECEMBER 31, 2006.

(11'1) THE GREATER OF TVENTY PER CENT OF THE TAXABLE | NCOVE

AS DETERM NED UNDER SUBCLAUSE 1 OR, | F APPLI CABLE, SUBCLAUSE 2

OR FIVE MLLION DOLLARS ($5,000,000) FOR TAXABLE YEARS BEG NNI NG

AFTER DECEMBER 31, 2008.

* * %

SECTI ON 4. THE AMENDMENT OF SECTI ON 303(A. 3) OF THE ACT
SHALL APPLY TO PROPERTY PLACED I N SERVI CE AFTER DECEMBER 31,
2008.

SECTION 5. TH S ACT SHALL TAKE EFFECT | MVEDI ATELY.
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