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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
penal ties,” further providing for a change in the personal
i ncome tax and corporate net income tax rates; and providing
alimted exenption fromthe capital stock-franchise tax.

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

Section 1. Section 302 of the act of March 4, 1971 (P.L.6,
No. 2), known as the Tax Reform Code of 1971, anended July 1,
1985 (P.L.78, 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
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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 comrenci ng 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 commenci ng on or after
January 1, 1985, and at the annual rate of two and two-tenths

per cent for the first six nonths of the taxable year comrenci ng

on or after January 1, 1986, and at a rate of two and one-tenth

per cent for the second six nonths of the taxable 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 inconme hereinafter enunmerated 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
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 comrenci ng on or after January 1, 1984, and for the taxable

year comencing on or after January 1, 1985, and at the annual

rate of two and two-tenth per cent for the first six nonths of
the taxabl e year commencing on or after January 1, 1986, and at

arate of two and one-tenth per cent of the second si x npnths of
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t he taxabl e year commenci ng on or after January 1, 1986, and for

each taxabl e year thereafter on the privilege of receiving each
of the classes of inconme enunerated in section 303 from sources
within this Comobnweal t h.

Section 2. Section 402 of the act, amended June 29, 1984
(P.L.445, No.94), is anended to read:

Section 402. Inposition of Tax.--Every corporation shall be
subject to, and shall pay for the privilege of (i) doing
business in this Cormonweal th; or (ii) carrying on activities in
this Coormonweal th; (iii) having capital or property enployed or
used in this Commonweal th; or (iv) owning property in this
Commonweal th, by or in the nane of itself, or any person,
partnership, association, limted partnership, joint-stock
associ ation, or corporation, a State excise tax at the rate of
twel ve per cent per annum upon each dollar of taxable incone of
such corporation received by, and accruing to, such corporation
during the cal endar year 1971 and the first six nonths of 1972
and at the rate of eleven per cent per annum upon each dol | ar of
t axabl e i ncone of such corporation received by, and accruing to,
such corporation during the second six nonths of cal endar year
1972 through the cal endar year 1973 and at the rate of nine and
one-hal f per cent per annum upon each dollar of taxable incone
of such corporation received by, and accruing to, such
corporation during the cal endar years 1974, 1975 and 1976 and at
the rate of ten and one-half per cent per annum upon each doll ar
of taxable income of such corporation received by, and accruing
to, such corporation during the cal endar year 1977 through the
cal endar year 1984 and at the rate of nine and one-half per cent
per annum upon each dollar of taxable incone of such corporation

recei ved by and accruing to such corporation during the cal endar
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year 1985 through cal endar year 1986 and at the rate of eight

and one-hal f per cent per annum upon each doll ar of taxable

i ncone of such corporation recei ved by and accruing to such

corporation during the cal endar year 1987 and each cal endar year

thereafter, except where a corporation reports to the Federal
Government on the basis of a fiscal year, and has certified such
fact to the departnment as required by section 403 of this
article, in which case, such tax, at the rate of twelve per

cent, shall be levied, collected, and paid upon all taxable

i ncome received by, and accruing to, such corporation during the
first six nonths of the fiscal year commencing in the cal endar
year 1972 and at the rate of eleven per cent, shall be |evied,
col |l ected, and paid upon all taxable inconme received by, and
accruing to, such corporation during the second six nonths of
the fiscal year commencing in the cal endar year 1972 and duri ng
the fiscal year commencing in the cal endar year 1973 and at the
rate of nine and one-half per cent, shall be levied, collected,
and paid upon all taxable incone received by, and accruing to,
such corporation during the fiscal year comencing in the

cal endar years 1974, 1975 and 1976 and at the rate of ten and
one-hal f per cent, shall be levied, collected, and paid upon al

t axabl e i ncone received by, and accruing to, such corporation
during the fiscal year conmmencing in the cal endar year 1977

t hrough the fiscal year comrencing in 1984 and at the rate of
nine and one-half per cent, shall be levied, collected, and paid
upon all taxable inconme received by and accruing to such
corporation during the fiscal year commencing in 1985 through

fiscal year 1986 and at the rate of ei ght and one-half per cent

per annum upon each dollar of taxable i ncone of such corporation

recei ved by and accruing to such corporation during the fiscal
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year 1987 and during each fiscal year thereafter. No penalty
prescri bed by subsection (e) of section 3003 shall be assessed
agai nst a corporation for the additional tax which nmay be due as
a result of the increase in tax rate fromnine and one-hal f per
cent to ten and one-half per cent inposed retroactively by this
section for the cal endar year 1977 or for the fiscal year
commencing in 1977.

Section 3. The definition of "capital stock value" in
section 601(a) of the act, anended Decenber 23, 1983 (P.L. 360,
No. 89), is anmended 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:

* * %

"Capital stock value." The anpbunt conputed pursuant to the

following forrmula: the product of one-half tines the sumof the
average net incone capitalized at the rate of nine and one-half
per cent plus seventy-five per cent of net worth, from which

product shall be subtracted twenty-five thousand doll ars

(.5 X (average net income/.095 + (.75)
(net worth))) - $25,000

* * %

Section 4. (a) Section 1 of this act shall apply to the
t axabl e years beginning on or after January 1, 1986.

(b) Sections 2 and 3 of this act shall apply to the taxable
years beginning on or after January 1, 1987.

Section 5. This act shall take effect imediately.
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