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Report of the Committee of Conference

To the Menbers of the House of Representatives and Senate:

We, the undersigned, Commttee of Conference on the part of
t he House of Representatives and Senate for the purpose of
considering House Bill No. 136, entitled:
"An act amending the act of March 4, 1971 (P.L.6, No.2),
entitled "An act relating to tax reformand State taxation by
codi fying and enunerating certain subjects of taxation and
i nposi ng taxes thereon; * * * prescribing crines, offenses and
penalties,' shifting the burden of proof fromvendors to the
Depart ment of Revenue on questions concerning the utilization of
exenption certificates; * * * CHANG NG THE TI ME PERIOD W THI N
VHI CH PETI TI ONS FOR REFUNDS MAY BE FI LED; AND MAKI NG REPEALS, "

respectfully submt the following bill as our report:
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RI CHARD A. McCLATCHY, JR

(Committee on the part of the House of Representatives.)
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AN ACT

Amendi ng the act of March 4, 1971 (P.L.6, No.2), entitled "An
act relating to tax reformand State taxation by codifying
and enunerating certain subjects of taxation and inposing
t axes thereon; providing procedures for the paynent,
col l ection, adm nistration and enforcenent thereof; providing
for tax credits in certain cases; conferring powers and
i mposi ng duties upon the Departnent of Revenue, certain
enpl oyers, fiduciaries, individuals, persons, corporations
and other entities; prescribing crinmes, offenses and
penalties,” shifting the burden of proof fromvendors to the
Depart ment of Revenue on questions concerning the utilization
of exenption certificates; elimnating the split second
quarter for filing of sales tax returns; reducing the
personal inconme tax rate; permtting the equitable adjustnent
of taxes and penalties; revising the provisions relating to
net | oss carryover; adding a definition of "taxable year";
provi ding a processi ng exenption for conmputer software from
the capital stock and franchise tax; providing an investnent
credit; elimnating tentative paynments for corporate net
i ncome taxes and requiring the paynent of estinated taxes;
reduci ng tentative tax paynents for the capital stock and
franchi se tax; changing the tine period w thin which
petitions for refunds nay be filed; making repeals; and
maki ng an appropri ation.

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

Section 1. Section 217 of the act of March 4, 1971 (P.L.6,
No. 2), known as the Tax Reform Code of 1971, anended July 21,
1983 (P.L.63, No.29), is anended to read:

Section 217. Time for Filing Returns.--(a) [Monthly,

Bi nonthly and Quarterly Returns] Quarterly and Monthly Returns:

(1) For the year in which this article becones effective and
in each year thereafter a return shall be filed quarterly by
every licensee on or before the twentieth day of April, July,

Cct ober and January for the three nonths ending the | ast day of
March, June, Septenber and Decenber|[, except as hereinafter
provi ded] .

(2) For the year in which this article becones effective,

and in each year thereafter, a return shall be filed nonthly

with respect to each nonth by every |licensee whose total tax
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reported, or in the event no report is filed, the total tax
whi ch shoul d have been reported, for the third cal endar quarter
of the preceding year equals or exceeds six hundred dollars
($600). Such returns shall be filed on or before the twentieth
day of the next succeeding nonth with respect to which the
return is made.[, except that the return due for the nonth of
April, of each year, shall be filed on or before the twentieth
day of May next followi ng and the return due for the nonth of
May of each year shall be filed on or before the twentieth day
of June next following.] Any licensee required to file nmonthly
returns hereunder shall be relieved fromfiling quarterly
returns.

[(3) For the year in which this article becones effective,
and for each year thereafter, every licensee required to file a
quarterly return for the second cal endar quarter shall file a
single return for the nonths of April and May on or before the
fifteenth day of June next following. The filing of such return
shall not relieve the licensee of the duty to file a return on
or before the twentieth day of July next following and to remt
therewith tax for the nmonth of June.]

(b) Annual Returns. For the cal endar year 1971, and for each
year thereafter, no annual return shall be filed, except as may
be required by rules and regul ati ons of the departnent
pronul gated and published at | east sixty days prior to the end
of the year with respect to which the returns are made. Were
such annual returns are required |licensees shall not be required
to file such returns prior to the twentieth day of the year
succeedi ng the year with respect to which the returns are nade.

(c) Oher Returns. Any person, other than a licensee, liable

to pay to the departnent any tax under this article, shall file
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a return on or before the twentieth day of the nonth succeedi ng
the nonth in which such person becones |iable for the tax.

(d) Small Taxpayers. The departnment, by regul ation, nmay
wai ve the requirenent for the filing of quarterly return in the
case of any |icensee whose individual tax collections do not
exceed seventy-five dollars ($75) per cal endar quarter and may
provide for reporting on a |l ess frequent basis in such cases.

Section 2. Section 237(c) of the act, anmended March 26, 1976
(P.L.60, No.26), is anmended to read:

Section 237. Collection of Tax.--* * *

(c) Exenption Certificates. If the tax does not apply to the
sale or | ease of tangi bl e personal property or services, the
purchaser or |essee shall furnish to the vendor a certificate
indicating that the sale is not legally subject to the tax. The
certificate shall be in substantially such formas the
department may, by regul ation, prescribe. Were the tangible
personal property or service is of a type which is never subject
to the tax inposed or where the sale or lease is in interstate
conmer ce, such certificate need not be furnished. Were a series
of transactions are not subject to tax, a purchaser or user nay
furnish the vendor with a single exenption certificate in
substantially such formand valid for such period of tinme as the
department may, by regul ation, prescribe. The departnment shal
provide all school districts and internediate units with a
per manent tax exenption nunber. An exenption certificate, which
is conplete and regular and on its face discloses a valid basis
of exenption if taken in good faith, shall relieve the vendor
fromthe liability inposed by this section. An exenption
certificate accepted by a vendor froma natural person domciled

within this Coomonweal th or any association, fiduciary,
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partnership, corporation or other entity, either authorized to
do business within this Commonweal th or having an established
pl ace of business within this Commonweal th, in the ordinary
course of the vendor's business, which on its face discloses a
val id basis of exenption consistent with the activity of the
pur chaser and character of the property or service being

purchased or which is provided to the vendor by a charitable,

reliqgi ous, educational or volunteer firenen's organi zati on and

contains the organi zation's charitabl e exenpti on nunber and

which, in the case of any purchase costing two hundred doll ars

($200) or nore, is acconpani ed by a sworn declaration on a form

to be provided by the departnent of an intended usage of the

property or service which would render it nontaxabl e, shall be

presuned to be taken in good faith and the burden of proving
ot herwi se shall be on the Departnent of Revenue.

* x *

Section 3. Section 253(d) of the act is anended to read:

Section 253. Refund Petition.--* * *

(d) Notw thstandi ng any other provision of this section
where any tax, interest or penalty has been paid under a
provision of this article subsequently held by final judgnment of
a court of conpetent jurisdiction to be unconstitutional, or
under an interpretation of such provision subsequently held by
such court to be erroneous, a petition for refund may be fil ed
ei ther before or subsequent to final judgnent, but such petition
nmust be filed within [five] three years of the date of the
paynent of which a refund is requested. The departnent shal
have jurisdiction to hear and determ ne any such petition filed

prior to such final judgnment only if, at the tinme of filing of

the petition, proceedings are pending in a court of conpetent
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jurisdiction wherein the claimof unconstitutionality or of
erroneous interpretation, made in the petition for refund may be
established, and in such case, the departnent shall not take
final action upon the petition for refund until the judgnent
determ ning the question involved in such petition has becone
final.

Section 4. Section 302 of the act, anmended July 21, 1983
(P.L.63, No.29), is anended to read:

Section 302. Inposition of Tax.--(a) There is hereby
i nposed a tax to be paid by resident individuals, estates or
trusts at the annual rate of two and two-tenths per cent for
taxabl e years up to and including the taxable year commenci ng on
or after January 1, 1982, and at the annual rate of two and
forty-five hundredths per cent for the taxable year conmencing
on or after January 1, 1983, and for the first six nonths of the
t axabl e year comrencing on or after January 1, 1984, and at the
annual rate of two and thirty-five hundredths per cent for the
second six nonths of the taxable year commencing on or after

January 1, 1984, and for the taxable year commencing on or after

January 1, 1985, and at the annual rate of two and two-tenths

per cent for the taxable year commenci ng on or after January 1,

1986, and for each taxable year thereafter on the privil ege of
recei ving each of the classes of inconme hereinafter enunerated
in section 303.

(b) There is hereby inposed a tax to be paid by nonresident
i ndi vidual s, estates or trusts at the annual rate of two and
two-tenths per cent for taxable years up to and including the
t axabl e year comrenci ng on or after January 1, 1982, and at the
annual rate of two and forty-five hundredths per cent for the

t axabl e year comrencing on or after January 1, 1983, and for the
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first six nonths of the taxable year commrencing on or after
January 1, 1984, and at the annual rate of two and thirty-five
hundr edt hs per cent for the second six nonths of the taxable

year comrencing on or after January 1, 1984, and for the taxable

vear commencing on or after January 1, 1985, and at the annual

rate of two and two-tenths per cent for the taxabl e year

commenci ng on or after January 1, 1986, and for each taxable

year thereafter on the privilege of receiving each of the
cl asses of incone enunerated in section 303 from sources within
t hi s Commonweal t h.

Section 5. Sections 346(a) and 347 of the act, added August
31, 1971 (P.L.362, No.93), are anended to read:

Section 346. Refund or Credit of Overpaynent.--(a) In the

case of any [overpaynent] paynent of tax not due under this

article, the departnment may credit the anount of such
over paynent against any liability in respect of the tax inposed
by this article on the part of the person who nade the
over paynment and shall refund any bal ance to such person.

* %k

Section 347. Restrictions on Refunds.--No credit or refund
shall be made under section 346 w thout the approval of the
Board of Finance and Revenue, except such credits or refunds as
ari se:

(1) By reason of the overpaynent of an installnment of

estimat ed tax;

(2) Upon reassessnent or upon the filing of a final return

or _anended final return showing [l ess tax due after the

application of the allowable credits than the anpunt of tax
wi thhel d fromthe taxpayer's conpensation or the anpunt of tax

paid by himas estimted tax under this act or pursuant to
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1 Article I'll of the act of March 4, 1971 (Act No.2)] any

2 overpaynent of tax.

3 Section 6. Section 348 of the act is amended by adding a

4 subsection to read:

5 Section 348. Limtations on Assessnment and Col | ection.--* *
6 *

7 (e) The departnment may, within three years of the granting
8 of any refund or credit, or within the period in which an

9 assessnent or reassessnent could have been filed by the

10 departnent with respect to the taxable period for which the

11 refund was granted, whichever period shall last occur, file an
12 assessnent to recover any refund or part thereof or credit or
13 part thereof which was erroneously nade or all owed.

14 Section 7. The act is anmended by adding a section to read:
15 Section 352.1. Abatenent of Additions or Penalties.--Upon
16 the filing of a petition for reassessnent or _petition for review
17 by a taxpayer (other than an enployer) as provided by this

18 article, the departnent nmay waive or abate, in whole or in part,
19 additions or penalties of three hundred dollars ($300) or |ess
20 inposed upon such taxpayer for_a taxable year, where the
21 taxpayer has established that he acted in good faith, with no
22 negligence or intent to defraud.
23 Section 8. Section 401(3)4 of the act, added Decenber 23,
24 1983 (P.L.370, No.90), is anmended and the section is anended by
25 adding a clause to read:
26 Section 401. Definitions.--The followi ng words, terns, and
27 phrases, when used in this article, shall have the nmeani ng
28 ascribed to themin this section, except where the context
29 clearly indicates a different neaning:
30 * x *
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2
3
4
5
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8
9

10
11
12
13
14
15
16
17
18
19
20
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22
23
24
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30

(3) "Taxable incone." * * *

4. (a) For taxable years beginning in 1982 and thereafter,
a net | oss deduction shall be allowed fromtaxable incone as
arrived at under subclause 1 or, if applicable, subclause 2.

(b) A net loss for a taxable year is the negative anmount for
said taxabl e year determ ned under subclause 1 or, if
appl i cabl e, subclause 2. Negative anmounts under subcl ause 1
shall be allocated and apportioned in the same manner as
positive anounts.

(c) The net | oss deduction shall be the |esser of the anmount
of the net |oss or |osses which may be carried over to the
t axabl e year or taxable incone as determ ned under subclause 1
or, if applicable, subclause 2. A net loss for a taxable year

may only be carried over pursuant to the foll ow ng schedul e:

Taxabl e Year Carryover
1981 1 taxable year
1982 2 taxabl e years
1983 and thereafter 3 taxabl e years

The earliest net loss shall be carried over to the earliest
taxabl e year to which it may be carried under this schedul e.
(d) No loss shall be a carryover froma taxable year when
the corporation elects to be treated as a Pennsylvania S
corporation pursuant to section 307 of Article Ill of this act
to a taxabl e year when the corporation is subject to the tax
i nposed under this article.
(e) Paragraph (d) shall not prevent a taxable year when a
corporation is a Pennsylvania S corporation from being
years to which a net | oss nay be a carryover

(f) For purposes of the net |oss deduction, the short
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1 taxable year of a corporation, after the revocation or

2 termnation of an election to be treated as a Pennsylvania S

3 corporation pursuant to sections 307.3 and 307.4 of Article I

4 of this act, shall be treated as a taxabl e year

5 (g) In the case of a change in ownership by purchase,

6 liquidation, acquisition of stock or reorganization of a

7 corporation in the manner described in section 381 or 382 of the
8 Internal Revenue Code of 1954, as anended, the limtations

9 provided in the Internal Revenue Code with respect to net

10 operating |osses shall apply for the purpose of conputing the

11 portion of a net |oss carryover recogni zed under paragraph

12 (3)4(c) of this section. Wien any acquiring corporation or_a

13 transferor corporation participated in the filing of

14 consolidated returns to the Federal governnent, the entitl enent
15 of the acquiring corporation to the Pennsylvania net |o0ss

16 carryover of the acquiring corporation or the transferor

17 corporation will be deternmned as if separate returns to the

18 Federal governnent had been filed prior to the change in

19 ownership by purchase, liquidation, acquisition of stock or
20 reorganization
21 * %k
22 (5) "Taxable year." The taxable year which the corporation,
23 or_any consolidated group with which the corporation
24 participates in the filing of consolidated returns, actually
25 uses in reporting taxable incone to the Federal governnent. Wth
26 regard to the tax inposed by Article IV of this act (relating to
27 the Corporate Net Incone Tax), the terns "annual year," "fiscal
28 year," "annual or fiscal year," "tax year," and "tax period"
29 shall be the sane as the corporation's taxable year, as defined

30 in this paragraph.
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Section 9. Section 403(b) and (c) of the act, anmended
Sept enber 9, 1971 (P.L.437, No.105), are anended to read:

Section 403. Reports and Paynment of Tax.--* * *

(b) For the purpose of ascertaining the anbunt of tax
payabl e under this article for the taxable year 1971, and each
t axabl e year thereafter, it shall be the duty of every
corporation |liable to pay tax under this article, on or before
April 30, 1971, and on or before the end of the fourth nonth
after the close of its previous fiscal year for fiscal year
t axpayers, and each year thereafter, to transmt in |ike form
and manner an additional tentative report and rmake paynent
pursuant to the provisions of the act of March 16, 1970
(P.L.180): Provided, That in making such report and paynent for
t he cal endar year 1971 and each year thereafter and for fiscal
years conmmenci ng during the cal endar year 1971, and each year
thereafter the tax base fromthe inmediate prior year, upon
which the tentative tax conputation is to be made under said act
of March 16, 1970 (P.L.180), shall be conputed as if the tax
base for such imediate prior year had been determ ned under the
appl i cabl e provisions of the act of March 4, 1971 (Act No.2).

For taxable years comrenci ng with cal endar year 1986 and for

each taxabl e year thereafter, corporations shall not report and

pay tentative tax on account of the corporate net inconme tax,

but shall, on or before April 15 for cal endar year taxpayers,

and on or before the fifteenth day of the fourth nonth of the

fiscal year for fiscal year taxpayers, report and pay esti mated

corporate net incone tax pursuant to section 3003.2 of this act:

Provi ded, however, That tentative tax on account of any other

tax which is inposed as the result of the adopti on by reference

of this part or section shall continue to be i nposed.

19850H0136B1986 - 10 -
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(c) The amount of all taxes, inposed under the provisions of
this article, not paid on or before the tinmes as above provided,
shall bear interest [at the rate of six per cent per annun] as

provided in section 806 of the act of April 9, 1929 (P.L. 343,

No.176), known as "The Fiscal Code," fromthe date they are due

and payable until paid, except that if the taxable income has
been, or is increased by the Conm ssioner of Internal Revenue,
or by any other agency or court of the United States, interest
shall be conmputed on the additional tax due fromthirty days
after the corporation receives notice of the change of incone
until paid: Provided, however, That any corporation may pay the
full anmount of such tax, or any part thereof, together with
interest due to the date of paynment, without prejudice to its
right to present and prosecute a petition for resettlenent, a
petition for review, or an appeal to court. If it be thereafter
determ ned that such taxes were overpaid, the departnment shal
enter a credit to the account of such corporation, which may be
used by it in the manner prescribed by |aw

* x *

Section 10. Section 601(b) of the act, anmended Decenber 23,
1983 (P.L.360, No.89), is anmended and the definition of
"processing” in subsection (a) is anmended by adding a clause to
read:

Section 601. Definitions and Reports.--(a) The follow ng
words, terms and phrases when used in this Article VI shall have
t he neaning ascribed to themin this section, except where the
context clearly indicates a different neaning:

* x *

"Processing.” The follow ng activities when engaged in as a

busi ness enterpri se:
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* * %

(15) The devel opnent or substantial nodificati on of conputer

prograns or software for sale to unrel ated persons for their

di rect and i ndependent use.

* * %

(b) It shall be the duty of every domestic and foreign

entity to make [annual ly] for each taxable year, as defined in

section 401(5), a witten report verified in accordance with the

requi renents of the department on a formor forns to be
prescri bed and furnished by it setting forth the informtion
required. The tinme for filing [annual] reports may be extended;
[an entity may be permitted to file its annual and tentative
reports on a fiscal year basis;] the procedure in case the
departnment is not satisfied with the reports for the entity, and
the penalties for failing to file reports and pay taxes shall be
as prescribed by | aw

Section 11. Sections 602 and 1502 of the act are anmended by
addi ng subsections to read:

Section 602. Inposition of Tax.--* * *

(h) In the event that a donestic or foreign entity is

required to file a report pursuant to section 601(b) on other

t han an annual basis, the tax i nposed by this section, including

t he seventy-five dollars ($75) mninumtax, shall be prorated to

reflect the portion of a taxable year for which the report is

filed by multiplying the tax liability by a fraction equal to

t he nunber of days in the taxable year divided by three hundred

si xty-five days.

Section 1502. Inposition; Report and Paynent of Tax;
Exenptions.--* * *

(e.1) |In the case of a change in ownershi p by purchase,
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i qui dati on, acqui sition of stock or reorgani zati on of a nutual

thrift institution in the manner descri bed in sections 381 or

382 of the Internal Revenue Code of 1954, as anended, the

limtations provided in the Internal Revenue Code with respect

to net operating | osses shall apply for the purpose of conputing

the portion of a net |oss carryover recogni zed pursuant to this

article. When any acquiring institution or a transferor

institution participated in the filing of consoli dated returns

to the Federal qgovernnent, the entitl enent of the acquiring

institution to the Pennsyl vania net | oss carryover of the

acquiring institution or the transferor institution will be

deternmined as if separate returns to the Federal governnent had

been filed prior to the change in ownershi p by purchase,

i qui dati on, acqui sition of stock or reorgani zati on.

Section 12. The act is anended by adding an article to read:

ARTI CLE XVI|

ECONOM C REVI TALI ZATION TAX CREDI T

Section 1701. Short Title.--This article shall be known and

may be cited as the Pennsyl vania Econonmic Revitalizati on Tax

Credit Law.

Section 1702. Legi sl ative Intent.--The General Assenbly of

t he Commonweal th of Pennsyl vani a hereby finds that:

(a) Wiereas, in certain regions of this Conmmpbnweal t h

i ndustri es and ot her busi nesses inportant to the econom c wel | -

being of this State suffered substantial | osses during the

recent recession and because of these | osses cl osed pl ants and

other facilities and laid off thousands of Pennsyl vani a workers;

and

(b) Wiereas, many of these distressed i ndustries have not

vet sufficiently returned to profitability to recover their
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| osses and either rehire laid-off workers or expand their

enpl oynent i n Pennsyl vani a; and

(c) Wiereas, new capital investnents for the econom c

revitalization of these distressed i ndustries during the current

econoni ¢ expansion are crucial in order to rehire | aid-off

wor kers, expand enpl oynment, and avoid even nore seri ous econoni c

di sl ocations within this Conmonwealth in any future econonic

recessi ons;

(d) Therefore, it is in the public interest to provide tax

credits to distressed i ndustries and ot her busi nesses for new

i nvest nents above threshold i nvestnment | evels which will cause

the rehiring of |aid-off Pennsylvania workers or will result in

the retenti on of existing jobs or the creati on of expanded

per manent enpl oynent opportunities in these di stressed

i ndustries w thin Pennsyl vani a.

Section 1703. Tax Credit.--Any taxpayer subject to Article

IV of this act (relating to corporate net i ncone tax) for which

a net loss for tax years beginning in 1981 or 1982 is not used

as a deduction pursuant to section 401(3)4 of this act (rel ating

to definition of taxable i ncone) nay apply for a credit pursuant

to this article. Upon approval of an applicati on, and subni ssi on

and approval of a report show ng evi dence that approved

i nvest nents have been nade pursuant to section 1710(f), the

Secretary of Revenue shall award to the taxpayer a credit which

may be utilized in the nanner provided by section 1708 of this

article.

Section 1704. CQualified |Investnent Projects.--(a) A

qualified i nvestnent project consists of expenditures for the

acqui sition or construction of new depreci able property with a

cost recovery period of five years or nore, and of expendi tures
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for the substantial renovation, restoration or reconstructi on of

exi sting equi pmrent, buildings or structures with a cost recovery

period of five years or nore. The investnent project of the

t axpayer may i nclude expendi tures whi ch do not neet the

requi renents of this section, but only the portion of such

expendi tures which neet the requirenents of this secti on shal

be deened a qualified i nvest nent project.

(b) CQualified investnent projects shall be limted to

expendi tures by the taxpayer for property for use by the

taxpayer within this Commonwealth directly for nmanufacturing,

processi ng and research and devel opnment activities, as defined

in Article VI.

(c) CQualified investnent projects shall not include

i nvestnents for vehicles, office furnishings, |ivestock, public

utility property, cable tel evision property, tel ecomuni cati ons

property, novie and television filnms and tapes, vendi ng

machi nes, lodging facilities, restaurants, and commerci al retai

or whol esal e property.

(d) CQualified investnent projects for which a credit is

clai ned shall consist of otherwi se eliqgible expenditures for

whi ch the taxpayer denonstrates that the i nvestnents will result

in the permanent rehiring of previously laid-off workers in

Pennsyl vani a, the permanent retention of existing jobs in

Pennsyl vani a or the expansi on of per manent enpl oynent by the

taxpayer within this Commopnweal t h.

(e) CQualified investnent projects nmust be certified by the

Board of the Ben Franklin Partnership Fund established in

section 448(n) of the act of April 9, 1929 (P.L.177, No.175),

known as "The Adm ni strative Code of 1929," as neeting the

requi renents of this article.
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(f) Expenditures for qualified investnent projects nust be

made between January 1, 1986, and the | ast day of any tax year

begi nning in 1988.

Section 1705. Threshold Level.--A taxpayer may apply for

credits for qualified i nvestnent projects only if the taxpayer

certifies that total nmnufacturing, processing and research and

devel opnent i nvestnents to be made within Pennsyl vani a by the

t axpayer for the taxable year for which a credit is clained wll

exceed a threshold | evel equal to one per cent of the book val ue

of nmanufacturing, processing and research and devel opnent assets

in Pennsylvania for the tax year beginning in 1982. The

t hreshol d | evel of nmanufacturing, processing and research and

devel opnent assets in place within this Commponweal th during the

tax year beginning in 1982 shall be neasured by the difference

bet ween the nunerators of the taxpayer's corporate net i ncone

tax and capital stock or franchise tax property apporti onnent

fractions, or such fractions as woul d have been reported for any

t axpayer not reporting any such property apporti onnent

fractions. For the purpose of calculating the threshold | evel,

t he taxpayer shall recal cul ate the appropri ate property

apporti onnent fractions to include the assets of any corporation

whi ch reported as a separate taxpayer to Pennsyl vani a during the

tax year beginning in 1982, but which is included within a

single tax report filed by the taxpayer for all or a portion of

the taxable year for which a credit is clained.

Secti on 1706. Porti on of Excess Net Loss Carryover C ai mabl e

as Credit.--In the calculation of credits pursuant to this

article, a taxpayer nay utilize nine and one-half per cent of

any net |oss for taxable years beginning in 1981 and 1982 not

used as a deduction pursuant to section 401(3)4 of this act. A
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net loss may be utilized in the cal culation of credits pursuant

to this article only to the extent such carryovers are

recogni zabl e as deducti ons pursuant to section 401(3)4(q) and

have not been previously utilized for the award of credits

pursuant to this article. For purposes of determ ning the anpunt

of net loss for which a credit may be cl ai ned, the taxpayer

shall reduce the anpunt of the |oss by all depreciation

deducti ons cl ai ned for taxable years beginning in 1981 or 1982

with respect to assets for which tax benefits were transferred

to the taxpayer under the provisions of section 168(f)(8) of the

| nternal Revenue Code of 1954, as anended (68A Stat. 3, 26

US.C. 8§ 168(f)(8)), taking into account the applicabl e

apporti onnent fraction for the respective tax years.

Section 1707. Anount of Credit.--A taxpayer may claima

credit for twenty per cent of expenditures for qualified

i nvest nent projects, but only to the extent that such

expenditures are in excess of the threshold | evel and do not

exceed the portion of the taxpayer's net | oss claimble as a

credit as determ ned pursuant to section 1706 of this article.

Secti on 1708. Utilization of Credits.--(a) Credits awarded

pursuant to this article nay be used to pay any tax or other

obligati on due and payabl e as an unrestricted receipt to the

CGCeneral Fund of this Commonweal th, but nay not be utilized to

pay taxes pursuant to Article Ill, or to pay any fines or

(b)) Credits awarded pursuant to this article may be utili zed

in the taxabl e year awarded, and to the extent not utili zed,

carried over for up to three additi onal taxable years by the

t axpayer and shall thereafter expire. In the event that the

credits awarded pursuant to this article exceed the liability of
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t he taxpayer for paynents described in subsection (a) of this

section, and the taxpayer has no outstandi ng obligati ons ari Sing

under Article Ill or outstanding fines or penalties, the

t axpayer may petition for a cash refund in the nmanner provi ded

(c) In the case of a change i n ownershi p by purchase,

i qui dati on, acqui sition of stock or reorgani zati on of a

corporation in the manner described in section 381 or 382 of the

| nternal Revenue Code of 1954, as anended, the limtations

provided in section 401(3)4(g) of this act with respect to the

carryover of net |osses shall apply in the sane manner with

respect to the carryover of any unused credit.

Secti on 1709. Recapture of Credits.--1f any property for

whi ch a taxpayer is awarded credits pursuant to this article is

di sposed of prior to the conpletion of its cost recovery period

utilized for the purposes of reporting to the Federal

Governnent, a portion of such credit shall be added to the tax

liability of the taxpayer for the taxable year of such

di sposition equal to the percentage whi ch the nunber of years

remai ning in the cost recovery schedul e of the property

represents to the total years of cost recovery which could have

been clained but for the disposition. For the purposes of

cal cul ating the recapture percentage, the year of di sposition

shall be considered a year of renmi ni ng cost recovery. The

recapture of tax credits nay be wai ved by the Board of the Ben

Franklin Partnership Fund if the di sposed property is replaced

by the taxpayer by new plant or equi pnent investnents within

Pennsyl vani a whi ch neet the requirenents of section 1704(d).

Section 1710. Application Procedures.--(a) Applications for

credits pursuant to this article shall be filed with the
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Secretary of Revenue not |ater than February 1 or Auqust 1 based

upon pl anned expenditures for qualified i nvestnent projects to

be nmade in the current tax year or an upconi ng taxable year. In

addition to any other informati on as nay be required pursuant to

this article, the application shall include:

(1) a five-year history of the applicant's investnent and

enpl oynent activities in this Commonweal t h;

(2) a detailed description of the qualified i nvest nent

projects in excess of the threshold | evel for which a credit is

(3) an explanation of how the i nvestnents for which the

credit is claimed will result in the rehiring of |aid-off

workers, the retention of existing jobs in Pennsylvania or the

expansi on of enploynent within this Conmmonweal th, and a

quantitative estinmate of the inpact of such investnment upon

enpl oynent ; and

(4) the identification of other forns of Federal, State and

| ocal econoni c devel opnent assi stance being utilized by the

t axpayer, including, but not limted to, industrial devel opnent

| oans, Pennsyl vani a | ndustri al Devel opnent Agency | oans, job

trai ni ng assi stance and other lowinterest | oans or grants bei ng

recei ved by the taxpayer.

(b) The secretary shall review all applications recei ved and

shall certify whether or not expenditures for which credits are

requested will neet the requirenents for qualified investnent

projects set forth in section 1704(a), (b) and (c), whether or

not all or a specified portion of the expenditures will be in

excess of the threshold | evel and shall certify the porti on of

excess net loss clainable as credit and the anmount of credit for

whi ch the taxpayer may be eliqgi ble pursuant to section 1707. The
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secretary shall forward all such certifications, together with

all such applications submtted by taxpayers, to the Board of

the Ben Franklin Partnership Fund. Informati on forwarded to the

Board of the Ben Franklin Partnership Fund by the secretary

shall constitute "public records" pursuant to the act of June

21, 1957 (P.L.390, No.?212), referred to as the Ri ght-to-Know

Law.

(c) The Board of the Ben Franklin Partnershi p Fund shal

review all applications received fromthe Secretary of Revenue

and approve, in whole or in part, those applicati ons which, in

the judgnment of the board, will best contribute to the purposes

and objectives of this article. The board shall certify to the

Secretary of Revenue the anpunt of credits approved and the

secretary shall notify the taxpayer that appropriate credits

will be entered upon the accounts of the taxpayer upon the

subm ssion of evidence to the secretary that expenditures for

whi ch the application was approved have been nade by the

taxpayer.

(d) In the review of applications, the Board of the Ben

Franklin Partnership Fund shall make its deci sions on the basis

of criteria, including, but not linted to:

(1) The | ong-term enpl oynent potential resulting fromthe

i nvestnent, including projected jobs retai ned and created over a

five-year period;

(2) the market demand for products resulting from such

i nvest nents;

(3) the anticipated i ncrease in Pennsylvania' s share of

donestic and internati onal markets from new markets captured

fromout-of-state or foreign conpetitors due to such

i nvest nents; and

19850H0136B1986 - 20 -



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

(4) the utilization by the taxpayer of new and advanced

t echnol ogi es i n such i nvestnments which are likely to pernmanently

enhance the taxpayer's conpetitive position within its industry

or busi ness.

(e) The Board of the Ben Franklin Partnershi p Fund shal

limt total credits approved for any taxpayer, together with any

credit awarded to a subsidiary corporati on of the taxpayer, to

an anpunt not in excess of six mllion two hundred and fifty

t housand dol |l ars ($6, 250, 000) and shall limt total credits

approved pursuant to this article to an anpbunt not in excess of

twenty-five mllion dollars ($25,000,000). A subsidiary

corporation shall be defined in the nmanner provided by section

601.

(f) On or before the fifteenth day of the fourth nonth

following the end of any taxable year for which credits are

requested, the taxpayer shall file a report with the Secretary

of Revenue showi ng the actual amount of investnent nade during

such period. |If expenditures for qualified i nvestnents for which

credits have been approved pl us ot her expenditures for

manuf act uri ng, processi ng or research and devel opnent

i nvestnents within this Conmonweal th exceed the threshold | evel,

the secretary shall enter such credits as the taxpayer may be

entitled to pursuant to section 1707 upon the account of the

taxpayer. |f actual investnments nade are | ess than the anpunt

upon which any credits approved were based, the secretary shal

reduce the anpunt of credits awarded to that taxpayer by an

appropriate fracti onal anpunt of the deficiency of such

i nvest nent.

(g) The Secretary of Revenue and the Board of the Ben

Franklin Partnership Fund shall jointly establish procedures for
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the application by taxpayers for credits pursuant to this

article, the revi ew and approval or di sapproval of such

applications, and the cal cul ati on, award and utili zati on of such

credits. The secretary and the board nay jointly pronul gate

rules and requl ati ons, statenents of policy, forns and ot her

rulings and interpretati ons necessary to inplenent this article.

Section 1711. Appropriation.--The sumof twenty-five nmillion

dol |l ars ($25, 000,000) is hereby appropriated fromthe General

Fund of the Commpbnwealth to the Departnment of Revenue for the

paynent of tax credits pursuant to this article. This

appropriation shall continue until June 30, 1988. Thi s

appropri ation may only be encunbered upon the approval of

applications pursuant to section 1710(c), pendi ng the subni ssi on

of reports by the taxpayer as required by section 1710(f).

Section 1712. Annual Reports.--(a) On or before Novenber 1

1986, and for each year thereafter, the Board of the Ben

Franklin Partnership Fund, in cooperation with the Secretary of

Revenue, shall provide the General Assenbly with a report

showi ng the following informati on for the period begi nning with

the effective date of this article and ending on the | ast day of

(i) The anmpbunt of tax credits approved for each taxpayer

pursuant to this article.

(ii) the nane of each such taxpayer

(iii) A description of the qualified property, including its

| ocation, for which the credit was grant ed.

(iv) the nunber of workers to be rehired at each | ocati on,

the nunber of jobs to be retai ned at each | ocati on, and the

nunber of new jobs created at each | ocation, as certified by the
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(v) The anmpbunt of tax credits utilized by each taxpayer

pursuant to this article.

(vi) the information contained in the applications, whether

approved or rejected, as specified in section 1710.

(b)Y The provisions of section 408(b) of this act relating to

confidentiality of information, and any other provisions of |aw

preventing the di sclosure of informati on required pursuant to

subsection (a) of this section, shall not apply when the

information is divul ged for the purposes of subsection (a) of

this section.

Section 1713. Eval uati on of Tax Credit.--Wthin siXx nonths

of the exhaustion of credits pursuant to section 1710(e), but

not |later than Novenber 1, 1988, the Board of the Ben Franklin

Partnership Fund, in cooperation with the Secretary of Revenue,

shall report to the Governor and to the General Assenbly

concerning the i npact of the credits provided by this article

upon i nvestnents made by di stressed i ndustries. The report shal

di scuss whether tax credits of the type provided by this article

are an efficient and effective nmethod of encouragi ng new

i nvest nent by di stressed i ndustries and shall recomend whet her

this article should be reauthori zed or extended.

Section 1714. Sunset.--No application for credits pursuant

to this article shall be approved by the Board of the Ben

Franklin Partnership Fund after June 30, 1988.

Section 13. Section 3003(b), (c) and (d) of the act, amended
Decenber 21, 1981 (P.L.482, No.141) and Decenber 1, 1983
(P.L.228, No.66), are anended and the section is anmended by
addi ng a subsection to read:

Section 3003. Prepaynent of Tax.--* * *

(b) For the taxable years conmencing with cal endar year 1979
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and for each taxable year thereafter, the tentative tax due for
the current year shall be conputed by applying the current tax
rate to ninety per cent of such tax base fromthe year preceding
the imedi ate prior year as may be applicable with respect to
the tax being reported; except that with respect to the

af oresai d gross receipts tax on public service conpani es,
transportation by notor vehicles and trackless trolleys, other
than nmotor vehicles for hire, and the aforesaid insurance

prem unms tax, such anopunt shall continue to be conputed by
applying the current tax rate to ninety per cent of the tax base
fromthe inmediate prior year as may be applicable with respect

to the tax being reported; and except that corporations shal

not be required to report or pay tentative tax with respect to

the corporate net incone tax on account of any taxable year

commenci ng with cal endar year 1986 and each taxabl e year

thereafter.

The tax inposed on shares of banks and title insurance and
trust conpanies, the tax inposed by Article XVI and the tax
i nposed on public utility realty shall be paid in the manner and
within the tine prescribed by Article VI, Article VIII or
Article XI-A as the case nmay be, but subject to the additions

and interest provided in subsection (e) of this section.

(b.1) Notwi thstandi ng the provisions of subsections (a) and

(b)), the tentative tax due with respect to the capital stock and

franchi se tax for taxable years conmencing with cal endar year

1986 and for each taxable year thereafter shall be conputed by

applying the current tax rate to eighty-five per cent of such

tax base fromthe year precedi ng the i nmedi ate prior year

(c) Paynment of taxes inposed by Articles IV, [V,] I X [and],
XI and XV of this act [and by the act of June 22, 1964 (P.L. 16,
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No. 2), known as "The Mutual Thrift Institutions Tax Act,"] may
at the taxpayer's election be an anount estimated by the
t axpayer which estimated anount shall not be | ess than ninety

per cent of the tax as is finally reported in the annual tax

1

2

3

4

5 report for the current calendar or fiscal year.

6 (d) A corporation with respect to the corporate net incone
7 tax inposed by Article IV [and the corporation incone tax

8 inposed by Article V] of this act may, at its election, report
9 and pay in installnents on account of the tax due for the

10 current taxable year an anmount conputed either by applying the
11 current tax rate to ninety per cent of the tax base as

12 determned in subsection (a) or (b) of this section, or as

13 conputed on the basis estimated by the taxpayer to be due for
14 the current year which estimted anmount shall not be | ess than
15 ninety per cent of the tax as is finally reported in the annual
16 tax report for the current year as provided in subsection (c) of

17 this section. The installnments shall be paid in accordance with

18 the follow ng schedul es:

19 Fi rst Second Third Fourth
20 Year In Due on the 15th day of the follow ng nonths
21 Whi ch Tax after close of the previous tax year:
22 Year Begi ns 4th Month 6th Month 9th Month 12t h Month
23 1978 95% 0% 5% 0%
24 1979 95% 0% 5% 0%
25 1980 80% 0% 10% 10%
26 1981 40% 30% 20% 10%
27 1982 30% 30% 25% 15%
28 1983 [and thereafter]

29 t hr ough and_i ncl udi ng

30 1985 25% 25% 25% 25%

19850H0136B1986 - 25 -



© 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

* * %

Section 14. The act is anended by adding sections to read:

Secti on 3003. 1. Petiti ons for Refunds.--Wen any tax or

ot her noney has been paid to the Commonweal th, under a provi sion

of this act or any other statute subsequently held by final

judgnent of a court of conpetent jurisdiction to be

unconstitutional, or under an interpretati on of such provision

subsequently held by such court to be erroneous, a petition for

refund nay be filed with the Board of Fi nance and Revenue either

pri or or subsequent to such final judgnent but nust be filed

within three years of the paynent of which a refund i s

requested, or within three years of the settl enent of such taxes

or other npbneys due the Commopnweal th, whi chever period | ast

expires. The board shall have jurisdiction to hear and determ ne

any petition for refund filed prior to such final judgnent only

if, at the tine of the filing thereof, proceedi ngs are pendi ng

in a court of conpetent jurisdiction wherein the clains of

unconstitutionality or erroneous interpretation nmade in the

petition for refund nmay be established, and in such case the

board shall not act upon the petition for refund until the final

i udgnent determ ni ng the question or questions involved in such

petiti on has been handed down.

Secti on 3003. 2. Esti mated Corporate Net | ncone Tax.--(a)

Corporations Required to Pay Estinmated Tax. Every corporation

subject to the corporate net i ncone tax inposed by Article |V of

this act, commencing with the cal endar year 1986 and fi scal

vears begi nning during the cal endar year 1986 and each taxabl e

vear thereafter, shall make paynents of estinmated tax during its

t axabl e year as provi ded herein.

(b)Y Estinmated Tax Defi ned. For purposes of sections 3003.2
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t hrough 3003.4 of this article, "estimated tax" neans the anopunt

whi ch the corporation estinmates as the anmount of tax inposed by

section 402 of Article IV for the taxabl e year.

(c) Paynent in Installnents. Paynents of estimated tax

shall be made in equal installnents on or before the fifteenth

day of the fourth, sixth, ninth and twelfth nonths of the

t axabl e year. The remmi ni ng portion of the tax due, if any,

shall be paid upon the date the corporation's annual report is

required to be filed without reference to any extension of tine

for filing such report.

(d) Reconputation of Estinated Tax. If, after payi ng any

install nent of estinmated tax, the corporati on nakes a new

estimate, the anount of each renmaining install ment due, if any,

shall be such as to bring the total install ment paynents nade on

account of the tax due for the current year up to an anpunt that

woul d have been due had the new esti mate been the basis for

payi ng all previous install nents.

(e) Application to Short Taxabl e Year. Every corporation

with a taxable year of | ess than twel ve nonths shall pay such

install nents as becone due during the course of its taxable

vear, and pay the remaining tax due on or before the due date of

the annual report (determ ned without regard to any extensi on of

tinme for filingQ).

(f) Installnments Paid in Advance. At the el ection of the

corporation, any installnent of estinmated tax may be paid before

the date prescribed for its paynent.

Secti on 3003. 3. Under paynent of Estimated Tax.--(a)

Addition to the Tax. In case of any under paynment of an

install nent of estinmated tax by a corporation, there shall be

i nposed an addition to the tax for the taxable year in an anpunt
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deternmined at the annual rate as provided by | aw for the paynent

of interest upon the anpbunt of the underpaynent for the period

of the underpaynent, except that in case of any substanti al

under paynent of estinmated tax by a corporati on, such addition to

the tax for the taxable year shall be inposed in an anpunt

deterni ned at one hundred twenty per cent of the annual rate as

provided by |aw for the paynent of interest upon the entire

under paynent for the period of the substanti al underpaynent. For

t he purpose of this subsection, a substantial under paynent shal

be deened to exist for any period during which the anount of the

under paynent equal s or exceeds twenty-five per cent of the

cunul ati ve anount of installnents of estimated tax which woul d

be required to be paid if the estimated tax were equal to the

anount as determ ned in subsection (b)(1).

(b) Anmpunt of Under paynent:

(1) For purposes of this section, the anount of the

under paynent, if any, shall be the excess of:

(i) the cunmul ati ve anount of install nents which woul d be

required to be paid as of each install nent date as defined in

section 3003.2(c) if the estinated tax were equal to ninety per

cent of the tax shown on the report for the taxable year, except

that, if the settled tax or if the tax is resettled, the

resettled tax, exceeds the tax shown on the report by ten per

cent or nore, the anpbunt of the underpaynent shall be based on

ni nety per cent of the anpunt of such settled or resettled tax;

over

(ii) the cunul ati ve anobunt of installnents paid on or before

the | ast date prescri bed for paynent.

(2) |If the settled or resettled tax is used in cal cul ati ng

t he anpunt of underpaynent, the anbunt of tax as settled or
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resettled shall be utilized in determ ni ng the anpunt of

under paynent wi thout the necessity of the filing of any petition

by the departnent or by the corporation.

(c) Period of Underpaynent. The period of the under paynent

shall run fromthe date the install nent was required to be paid

to whichever of the following dates is the earlier:

(1) The fifteenth day of the fourth nonth foll owi ng the

cl ose of the taxable year.

(2) Wth respect to any portion of the underpaynent, the

date on which such portion is paid.

(d) Exception. Not wi t hst andi ng t he provi sions of the

pr ecedi ng subsections, the addition to the tax with respect to

any under paynent of any installment of estimted tax shall not

be inposed if the total anpunt of all paynents of estimated tax

made on or before the | ast date prescri bed for the paynent of

such install nent equals or exceeds the anpunt whi ch woul d have

been required to be paid on or before such date if the esti nated

tax were an anount equal to the tax conputed at the rates

applicable to the taxabl e year but otherw se on the basis of the

facts shown on the report of the corporation for, and the | aw

applicable to, the second precedi nqg taxable year, if a report

showing a liability for tax was filed by the corporation for the

second precedi ng taxabl e year and such second precedi ng year was

a taxabl e year of twelve nonths. Provided, however, that if the

settled tax for the second precedi ng year exceeds the tax shown

on such report by ten per cent or nore, the settled tax adjusted

to reflect the current tax rate shall be used for purposes of

this subsection, except that if the settled tax i s subsequently

resettled, the anpunt of tax as resettled shall be utilized in

the application of this subsecti on without the necessity of the
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filing of any petition by the departnent or by the corporation.

In the event that the settled or resettled tax for the second

precedi ng year exceeds the tax shown on the report by ten per

cent or nore, an addition to the tax resulting fromthe

utilization of such settled or resettled tax in the application

of the provisions of this subsection shall not be inposed if,

within forty-five days of the nmniling date of such settl|l ement or

resettl enent, paynments are nmade such that the total anount of

all paynents of estinmated tax equals or exceeds the anount which

woul d have been required to be paid on or before such date if

the estimated tax were an anmount equal to such settled or

resettled tax adjusted to reflect the current tax rate. | n any

case in which the taxabl e year for which an under paynent of

estinated tax may exist is a short taxable year, in detern ning

the tax shown on the report or the settled or resettled tax for

the second precedi ng taxable year, the tax will be reduced by

multiplying it by the nunber of days in the short taxable year

and dividing the resulting anount by three hundred sixty-five.

Secti on 3003. 4. Interest.--(a) Interest on Under paynents of

Esti mat ed Tax. Under paynents of install nents of estimated tax

shall not bear interest during the period of such under paynent.

However, any anpbunt of tax finally deternm ned to be due, which

is not paid by the date the annual report is due (detern ned

wi thout regard to any extension of tine for filing), shall bear

interest fromsuch date until paid.

(b) Interest on Additions to the Tax. Additions to the tax

shall bear interest fromthe date the annual report is due until

t he date paid.

Section 15. Section 503(a)(4) of the act of April 9, 1929
(P.L.343, No.176), known as The Fiscal Code, and 72 Pa.C.S. 8§
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1 1781(d)(4)(relating to refund of tax) are repeal ed absol utely

2 Wwth respect to taxes and ot her noneys due, paid, settled,

3 assessed, determ ned or appraised on or after January 1, 1985.

4 Section 16. (a) The anendnents to section 401(3)4(g) shal

5 apply retroactively to the first day of any taxable year

6 beginning in 1981 and thereafter for the purpose of limting the
7 portion of excess net |oss deductions clainmable as a credit

8 under Article XVII.

9 (b) The anmendnents to section 253 and addi ng section 3003.1
10 shall apply to taxes and ot her noneys due, paid, settl ed,

11 assessed, determ ned or appraised on or after January 1, 1985.
12 (c) The anmendnents to sections 217, 403(b) and 3003, and

13 addi ng sections 3003.2, 3003.3 and 3003.4 shall apply to taxable
14 years beginning on or after January 1, 1986.

15 (d) The anmendnents to section 601(a), adding a conputer

16 software exenption to the definition of processing, shall apply
17 to taxable years beginning on or after January 1, 1985.

18 (e) The anmendnents to section 237(c) and the addition of

19 Article XVII shall take effect in 60 days.
20 (f) The remainder of this act shall take effect imediately,
21 except that the anendnents to sections 401(3)4, 401(3)5, 601(b),
22 602 and 1502 shall be deenmed a clarification of preexisting |aw
23 and shall not be deenmed to inply a contrary |egislative intent
24 prior to the effective date of such anendnents.
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