PRI OR PRI NTER S NOS. 3028, 3599

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2332 *%%”

| NTRODUCED BY DORR, L. E. SM TH, SEVENTY, F. E. TAYLOR

SERAFI NI, CAPPABI ANCA, BELARDI, BURD, MVERRY, Pl STELLA,
DeVERTER, HEI SER, ZW KL, REBER, GEI ST, BOYES, FLECK, MARM ON
TADDONI O, POTT, SIEM NSKI, GRUPPO, BOWSER, MACKOWSBKI, FARGO
CLYMER, GREENWOCD, MERRY, STEVENS, SAURVAN, DAl KELER, SNYDER
WASS, E. Z. TAYLOR, HAYES, NOYE AND CORDI SCO, MARCH 3, 1982

AS AVENDED ON THI RD CONSI DERATI ON, HOUSE OF REPRESENTATI VES,

NOVEMBER 15, 1982

AN ACT

Amendi ng the act of June 15, 1961 (P.L. 373, No.207), entitled

"An act providing for the inposition of certain taxes upon
the transfer of property passing froma decedent who was a
resi dent of the Commonwealth at the time of his death or
presuned death and of property having its situs in the
Conmonweal th of a decedent who was a nonresident of the
Commonweal th at the time of his death or presuned deat h;

i nposi ng additional taxes to equal Federal Estate Tax
Credits; defining and taxing certain transfers nmade in
contenpl ation of death, or to take effect in possession or
enjoynent at or after death; defining as a transfer and
taxing the right of survivorship in certain property as to
whi ch such right exists; defining and exenpting fromtax,
transfers to certain persons or for certain purposes or of
certain property; providing for the valuation of property and
interests in property, the transfer of which is subject to
tax; defining and all owi ng deductions fromthe val ue of
property, the transfer of which is subject to tax; providing
for the persons ultimately liable for taxes in the absence of
a direction by the decedent to the contrary; providing for
the reporting of transfers and collection of taxes; inposing
penal ti es upon banks or other financial institutions for
failure to give notice to the Departnent of Revenue of the
death of a party to a joint or trust deposit therein and upon
persons who fail to file tax returns and docunents; providing
for the conprom se of taxes in the case of alleged

nonresi dents of the Conmmonweal th; making it unlawful for any
person to make a false return or report; providing for liens
upon real property, the transfer of which is subject to tax,
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and rel ease thereof; authorizing the Secretary of Revenue to
bring suits in other jurisdictions for the collection of
taxes, and authorizing officials of other jurisdictions to
bring suits in the Cormmonweal th for the collection of death
t axes inmposed by their jurisdictions; providing for the
refund of taxes to which the Commonwealth is not rightfully
or equitably entitled; providing for appeals and protests
fromthe inposition of taxes; regulating the entry into safe
deposit boxes of a decedent by certain persons, and providing
penalties; dealing with the jurisdiction, powers and
procedure of the orphans' court, Secretary of Revenue,

Depart ment of Revenue, Attorney Ceneral, and register of
wills in mtters relating to taxes; and citing certain acts
for repeal,"” further providing for tax for small business
transfers.

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

Section 1. The act of June 15, 1961 (P.L.373, No.207), known
as the "Inheritance and Estate Tax Act of 1961," is anmended by
addi ng a section to read:

Section 711.1. Paynment of Tax for Small Busi ness

Transfers.--(a) Notw thstandi ng the provisions of section 711

the i nheritance tax due under this act on the transfer of a

smal | business interest may be paid by the qualified transferee

over—the five {5} vear perioed | N CONSECUTI VE QUARTERLY <
| NSTALLMVENTS BEG NNI NG i nmedi ately foll owi ng the expirati on of

nine (9) nonths after the decedent's death, according to the

foll ow ng schedul e:

(1) For decedents dying during the first year foll owi ng the

effective date of this section, the tax nay be paid in four (4)

CONSECUTI VE quarterly install ments. <—

(2) For decedents dying during the second year foll owi ng the

effective date of this section, the tax may be paid in ei ght (8)

CONSECUTI VE quarterly install ments. <—

(3) For decedents dying during the third year foll owi ng the

effective date of this section, the tax nay be paid in twel ve

(12) CONSECUTI VE quarterly install ments. <—
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(4) For decedents dying during the fourth year foll owi ng the

effective date of this section, the tax may be paid i n si xteen

(16) CONSECUTI VE quarterly install ments. <—

(5) For decedents dying during the fifth and subsequent

vears following the effective date of this section, the tax nmay

be paid in twenty (20) CONSECUTI VE quarterly install ments. <—

(b)Y The tax shall be paid i n CONSECUTI VE quarterly <—

install nents due on March 31, June 30, Septenber 30 and Decenber

31 of each year, provided the return required by section 703 is

tinely filed, along with a notice of el ection executed by the

qualified transferee and joined in by the personal

representati ve which shall relieve the personal representative

or other fiduciary of liability for the coll ecti on and paynent

of tax under section 741. Such notice of election shall be

conpl eted on a form prescri bed by the departnent contai ni ng at

| east the foll owi ng i nfornmati on:

(1) The nane of the decedent and date of death.

(2) The nane or nanes of the personal representative or

ot her fiduciary.

(3) The nane or nanes of the qualified transferees filing

the el ecti on.

(4) A description and esti mated val uati on of the busi ness

interest on which tax i s due.

(5) A statenent that the qualified transferees assune ful

personal responsibility for the tax.

Each notice of election shall be affirnmed before an officer

enpowered to adm ni ster oaths. The install nent paynent of tax

shall bear interest at the rate of nine (9) percent per annum

(c) In the event any portion of a small busi ness interest on

whi ch the install nent paynent of tax has been elected is sold,
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exchanged or ot herwi se di sposed of prior to the expirati on of

five (5) years following the date of death and such portion

equal s or exceeds fifty (50) percent of the total value of the

smal | business interest received by the qualified transferee,

such transferee shall imedi ately provide witten notice of the

sal e, exchange or disposition to the Departnment of Revenue and

the full amount of the tax then outstandi ng on such portion

shal | beconme due and payable at the expirati on of sixty (60)

days following the date of sal e, exchange or other di sposition.

(d) For purposes of this section, the term"small busi ness

interest" shall nean an interest in a—business AN OPERATI NG

TRADE OR BUSI NESS ENTITY THE PRI NCI PAL PURPOSE OF WVHICH IS NOT

THE MANAGEMENT OF | NVESTMENTS OR | NCOVE PRODUCI NG ASSETS OMWNED

BY THE ENTI TY whi ch has enpl oyed an average of |less than fifty

(50) full-time enployes during the twelve (12) nonths

i medi ately precedi ng the date of death and whi ch neets one of

the following criteri a:

(1) An interest as a proprietor in a trade or busi ness

carried on as a proprietorship.

(2) An interest as a partner in a partnership carrying on a

trade or business if:

(i) Twenty (20) percent or nore of the total capital

interest in such partnership is included in determning the

gross estate of the decedent; or

(ii) Such partnership had ten (10) or |ess partners.

(3) Stock in a corporation carrying on a trade or busi ness

i f:

(i) Twenty (20) percent or nore in value of the voting stock

of such corporation is included in determ ning the gross estate

of the decedent; or

19820H2332B3710 - 4 -



(ii) Such corporation had ten (10) or | ess sharehol ders.

(e) For purposes of this section, the term"qualified

transferee" shall nean a | egatee or other transferee receivind:

(1) Ten (10) percent OR MORE of the value of a

proprietorship qualifying as a small busi ness interest as

defined in subsection (d);

(2) Ten (10) percent or nore of the total capital interest

in a partnership qualifying as a small busi ness interest as

defined in subsection (d); or

(3) Ten (10) percent or nore in value of the voting stock of

a corporation qualifying as a small busi ness interest as defi ned

in subsection (d).

Section 2. Section 741 of the act, anmended January 20, 1968
(1967 P.L.1031, No.451), is anended to read:
Section 741. Deduction and Collection of Tax.--Subject to

the provisions of [section] sections 711.1 and 718, every

personal representative, or other fiduciary (other than a
trustee of a pension, stock-bonus, profit-sharing, retirenent
annuity, deferred conpensation, disability or death benefit, or
ot her enpl oye benefit plan) in charge of or in possession of any
property, or instruments evidencing ownership thereof, the
transfer of which is subject to a tax inposed by this act other
than a tax on a future interest not yet delinquent, shall deduct
the tax fromthe property, if noney, or shall collect the tax
fromthe transferee. Any delivery of property or instrunments by
such fiduciary to a transferee except in accordance with a

decree of distribution of the court, or pursuant to a duly

executed notice of election filed under section 711.1, shall not

relieve himof personal liability for a tax inposed by this act.

No personal representative or other fiduciary in charge of or in
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possessi on of any property subject to this act shall be
conpelled to pay or deliver it to the transferee except upon
paynment to himof the tax due thereon other than tax on a future
interest not yet delinquent. If such transferee neglects or
refuses to pay the tax, the personal representative or other
fiduciary nmay sell the property subject to the tax, or so nuch
thereof as is necessary, under direction of the court. Al noney
retai ned by the personal representative or other fiduciary, or
paid to himon account of the taxes inposed by this act, shal

be remtted by himbefore the tax becones delinquent, or if
received thereafter, shall be remtted by himpronptly upon its
receipt.

Section 3. This act shall take effect in 60 days.
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