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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 ti es,” FURTHER DEFI NI NG " TAXABLE | NCOVE"; reducing the
rate of corporate net income tax; FURTHER DEFI NI NG " AVERAGE
NET | NCOVE" FOR CAPI TAL STOCK AND FRANCHI SE TAX COVPUTATI ONS;
and including electric utilities on the increased gross

recei pts tax and additional surtax; AND FURTHER PROVI DI NG FOR

THE TAXATI ON OF TI TLE | NSURANCE COVPANI ES UNDER ARTI CLE | X

The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:

SECTION 1. SECTI ON 401(3)4(A) AND (C) OF THE ACT OF MARCH 4,
1971 (P.L.6, NO 2), KNOA AS THE TAX REFORM CODE OF 1971,
AVENDED JULY 1, 1985 (P.L.78, NO. 29) AND AUGUST 4, 1991 (P.L.97,
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NO. 22), ARE AMVENDED TO READ:

SECTI ON 401. DEFINITIONS. --THE FOLLOWN NG WORDS, TERMS, AND
PHRASES, WHEN USED I N TH S ARTI CLE, SHALL HAVE THE MEANI NG
ASCRI BED TO THEM I N TH S SECTI QN, EXCEPT WHERE THE CONTEXT
CLEARLY | NDI CATES A DI FFERENT MEANI NG

* x %

(3) "TAXABLE I NCOWVE." * * *

4. (A) FOR TAXABLE YEARS BEG NNI NG I N 1982 THROUGH TAXABLE
YEARS BEG NNI NG I N 1990 AND FOR THE TAXABLE YEAR BEG NNI NG I'N

1993 _AND EACH YEAR THEREAFTER, A NET LOSS DEDUCTI ON SHALL BE

ALLONED FROM TAXABLE | NCOVE AS ARRI VED AT UNDER SUBCLAUSE 1 OR,
| F APPLI CABLE, SUBCLAUSE 2. FOR TAXABLE YEARS BEG NNI NG I N 1991
[ AND THEREAFTER] THROUGH TAXABLE YEARS BEG NNING I N 1992, THE

NET LOSS DEDUCTI ON ALLOVED FOR YEARS PRI OR TO 1991 SHALL BE
SUSPENDED, AND NO CARRYOVER OF NET LOSSES FROM TAXABLE YEARS
1988, 1989 AND 1990 SHALL BE UTI LI ZED | N CALCULATI NG NET | NCOMVE.

* x %

(© THE NET LOSS DEDUCTI ON SHALL BE THE LESSER OF THE AMOUNT
OF THE NET LOSS OR LGOSSES VWH 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. A NET LOSS 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 AND THEREAFTER 3 TAXABLE YEARS]
1983 THROUGH 1987 3 TAXABLE YEARS
1988 2 TAXABLE YEARS
1989 1 TAXABLE YEAR
1990- 1991 NO CARRYOVER ALLOWED

19930S1190B1433 - 2 -
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1992 AND THEREAFTER 1 TAXABLE YEAR

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

* x *

SECTION 2. SECTION 402 OF THE ACT, AMENDED AUGUST 4, 1991
(P.L.97, NO 22), IS AVENDED 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

19930S1190B1433 - 3 -
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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 dollar of taxable

i ncome of such corporation received by and accruing to such
corporation during the cal endar year 1987 through the cal endar
year 1990 and at the rate of ten and one-half per cent per annum
upon each dollar of taxable income of such corporation received
by and accruing to such corporation during cal endar year 1991
and during each cal endar year thereafter, with an additional
surtax equal to one and seventy-five hundredths per cent per
annum upon each dollar of taxable incone of such corporation
recei ved by and accruing to such corporation during cal endar
[year 1991 and during each cal endar year thereafter] years 1991

and 1992 and an additi onal surtax of nipe-tenths—of one ONE AND

FORTY- NI NE HUNDREDTHS per cent per annum upon each dol |l ar of

t axabl e i ncone of such corporation received by and accruing to

such corporation during cal endar year 1993 and each 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 nconme 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,

19930S1190B1433 - 4 -
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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 comencing in 1985 through
the fiscal year commencing in 1986 and at the rate of eight 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 fiscal year conmmencing in 1987 through the fiscal
year comencing in 1990 and at the rate of ten 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 fiscal year commencing in 1991 and during each fiscal year
thereafter, with an additional surtax equal to one and seventy-
five hundredths per cent per annum upon each dollar of taxable
i ncome of such corporation received by and accruing to such
corporation during the fiscal year comencing in 1991 [and

during each fiscal year thereafter] and 1992 and an additi onal

surtax of nine-tepnths—ofone ONE AND FORTY- NI NE HUNDREDTHS per <—

cent per annum upon each doll ar of taxable i ncome of such

corporation recei ved by and accrui ng to such corporati on during

the fiscal year commencing in 1993 and during each fiscal year

thereafter. No penalty prescribed by subsection (e) of section
3003 shall be assessed against a corporation for the additional
tax which nay be due as a result of the increase in tax rate

fromnine and one-half per cent to ten and one-half per cent

19930S1190B1433 - 5 -
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i nposed retroactively by this section for the cal endar year 1977
or for the fiscal year conmencing in 1977.

SECTION 3. THE DEFI NI TI ON OF "AVERAGE NET | NCOVE" | N SECTI ON
601(A) OF THE ACT, AMENDED DECEMBER 23, 1983 (P.L.360, NO 89),
IS AMENDED TO READ:

SECTI ON 601. DEFI NI TI ONS AND REPORTS. --(A) THE FOLLOW NG
WORDS, TERMS AND PHRASES WHEN USED IN THI' S ARTI CLE VI SHALL HAVE
THE MEANI NG ASCRI BED TO THEM I N THI S SECTI ON, EXCEPT WHERE THE
CONTEXT CLEARLY | NDI CATES A DI FFERENT MEANI NG

"AVERAGE NET I NCOVE." THE SUM OF THE NET | NCOVE OR LOSS FOR
EACH OF THE CURRENT AND | MMEDI ATELY PRECEDI NG FOUR YEARS,

DI VIDED BY FIVE. |F THE ENTITY HAS NOT BEEN | N EXI STENCE FOR A
PERI OD OF FI VE YEARS, THE AVERAGE NET | NCOVE SHALL BE THE
AVERAGE NET | NCOVE FOR THE NUMBER OF YEARS THAT THE ENTI TY HAS
ACTUALLY BEEN I N EXI STENCE. | N COVPUTI NG AVERAGE NET | NCOVE,
LOSSES SHALL BE ENTERED AS COMPUTED, BUT I N NO CASE SHALL
AVERAGE NET | NCOVE BE LESS THAN ZERO. THE NET | NCOME OR LOSS OF
THE ENTI TY FOR ANY TAXABLE YEAR SHALL BE COMPUTED BY TAKING THE

AMOUNT SET FORTH AS | NCOVE PER BOOKS ON THE | NCOVE TAX RETURN

FI LED BY THE ENTI TY WTH THE FEDERAL GOVERNMENT FOR SUCH TAXABLE
YEAR, OR | F NO SUCH RETURN | S MADE, AS WOULD HAVE BEEN SET FORTH
HAD SUCH A RETURN BEEN MADE, SUBJECT, HOWEVER, | N ElI THER CASE TO
ANY CORRECTI ON THEREOF, FOR FRAUD, EVASI ON OR ERROR[.] AND

ADDI NG TO SUCH AMOUNT THE AMOUNT OF ANY_ DI VI DENDS RECEI VED FROM

ANY SUBSI DI ARY OR | NVESTEE CORPORATI ON, VWHI CH DI VI DENDS ARE NOT

ALREADY | NCLUDED I'N SAI D | NCOVE PER BOCKS DUE TO THE APPLI CATI ON

OF CONSOLI DATION OR USE OF, THE EQUITY METHOD OF ACCOUNTI NG OR

ANY OTHER ACCOUNTI NG METHCOD WH CH WOULD UNDER VALUE AVERAGE NET

I NCOVE _UNLESS SUCH DI VI DENDS ARE NOT SPECI FI CALLY ADDED TO THE

I NCOME. I N THE CASE OF ANY ENTITY VWH CH HAS AN | NVESTMENT | N

19930S1190B1433 - 6 -
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ANOTHER CORPORATI ON, THE NET | NCOVE OR LOSS SHALL BE COVPUTED ON
AN UNCONSOLI DATED BASI S EXCLUSI VE OF THE NET | NCOVE OR LOSS OF
SUCH OTHER CORPCRATI ON.

* x *

Section 2 4. Section 1101(b) of the act, anended July 13,
1987 (P.L.317, No.58), is anended to read:

Section 1101. Inposition of Tax.--* * *

(b) Electric Light, Waterpower and Hydro-electric
Utilities.--Every electric light conpany, waterpower conpany and
hydro-el ectric conpany now or hereafter incorporated or
organi zed by or under any |law of this Commonweal th, or now or
hereafter organi zed or incorporated by any other state or by the
United States or any foreign governnent and doi ng business in
this Commonweal th, and every limted partnership, association,

j oi nt-stock associ ation, copartnership, person or persons,
engaged in electric Iight and power business, waterpower

busi ness and hydro-el ectric business in this Comonweal th, shal
pay to the State Treasurer, through the Departnment of Revenue, a

tax of [forty-four] forty-five mlls with a surtax equal to five

mlls upon each dollar of the gross receipts of the corporation,
conmpany or association, limted partnership, joint-stock
associ ation, copartnership, person or persons, received from
(1) the sales of electric energy within this State, except
gross receipts derived fromthe sales for resale of electric
energy to persons, partnerships, associations, corporations or
political subdivisions subject to the tax inposed by this
subsecti on upon gross receipts derived fromsuch resale; and
(2) the sales of electric energy produced in Pennsylvani a
and made outside of Pennsylvania in a state that has taken

action since Decenber 21, 1977 which results in higher costs for

19930S1190B1433 - 7 -
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el ectric energy produced in that state and sold in Pennsylvani a
unl ess the action that was taken after Decenber 21, 1977 is
resci nded according to the foll owi ng apportionnment fornmnula:
except for gross receipts derived from sal es under clause (1),
the gross receipts fromall sales of electricity of the producer
shall be apportioned to the Commonweal t h of Pennsylvania by the
ratio of the producer's operating and nai nt enance expenses in
Pennsyl vani a and depreciation attributable to property in
Pennsyl vania to the producer’'s total operating and mai nt enance
expenses and depreciation.

* x *

SECTION 5. THE HEADI NG OF ARTICLE VIII OF THE ACT IS AMENDED
TO READ:

ARTI CLE VI I |
[ TITLE | NSURANCE AND] TRUST COVPANI ES SHARES TAX

SECTION 6. SECTION 801 OF THE ACT, AMENDED AUGUST 4, 1991
(P.L.97, NO 22), IS AVENDED TO READ:

SECTI ON 801. | MPCSI TI ON OF TAX. - - EVERY [ COVPANY | NCORPORATED
UNDER THE PROVI SI ONS OF SECTI ON 29 OF AN ACT, ENTI TLED " AN ACT
TO PROVI DE FOR THE | NCORPORATI ON AND REGULATI ON OF CERTAI'N
CORPORATI ONS, " APPROVED APRI L 29, 1874, AND | TS SUPPLEMENTS, OR
ANY OTHER ACT OF ASSEMBLY HERETOFORE OR HEREAFTER APPROVED, FOR
THE | NSURANCE OF OMNERS OF REAL ESTATE, MORTGAGES, AND OTHERS
| NTERESTED | N REAL ESTATE, FROM LOSS BY REASON OF DEFECTI VE
TI TLES, LIENS, AND ENCUMBRANCES, AND EVERY] COWVPANY ENTI TLED TO
BENEFI TS OF, AND EVERY COVWPANY HAVI NG ANY OF THE POVNERS CF,
COVPANI ES ENTI TLED TO THE BENEFI TS OF AN ACT, ENTI TLED "AN ACT
CONFERRI NG UPON CERTAI N FI DELI TY, | NSURANCE, SAFETY DEPCSI T,
TRUST, AND SAVI NGS COWPAN ES, THE POVNERS AND PRI VI LEGES OF
COVPANI ES | NCORPORATED UNDER THE PROVI SI ONS OF SECTI ON 29 OF AN

19930S1190B1433 - 8 -
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ACT, ENTITLED " AN ACT TO PROVI DE FOR THE | NCORPCRATI ON AND
REGULATI ON OF CERTAI N CORPORATI ONS, ' APPROVED APRIL 29, 1874,
AND OF THE SUPPLEMENTS THERETO, " APPROVED JUNE 27, 1895,
COVMONLY KNOWN AS [ TI TLE | NSURANCE OR] TRUST COVPANI ES, AND
EVERY COMPANY ORGANI ZED AS A BANK AND TRUST COVPANY OR AS A
TRUST COVPANY UNDER ANY ACT OF ASSEMBLY HERETOFORE OR HEREAFTER
APPROVED, EXCEPT ANY SUCH COWPANI ES, ALL OF THE SHARES OF

CAPI TAL STOCK CF WHI CH (OTHER THAN SHARES NECESSARY TO QUALI FY

© o0 N oo o A~ wWw N P

DI RECTORS) ARE OMNED BY A COVPANY WHICH | S LI ABLE TO PAY TO THE

=Y
o

COMMONVEALTH A TAX ON SHARES, SHALL, ON OR BEFORE MARCH 15 I N

=
=

EACH AND EVERY YEAR, MAKE TO THE DEPARTMENT OF REVENUE A REPORT

=
N

IN VWRI TI NG SETTI NG FORTH THE FULL NUMBER OF SHARES OF THE

=
w

CAPI TAL STOCK SUBSCRI BED FOR OR | SSUED BY SUCH COWVPANY, AND THE

H
o

TAXABLE AMOUNT OF SUCH SHARES OF CAPI TAL STOCK DETERM NED

=Y
(63}

PURSUANT TO SECTION 801.1. |IT SHALL BE THE DUTY OF THE

=Y
(e}

DEPARTMENT OF REVENUE, TO ASSESS SUCH SHARES FOR TAXATI ON FOR

=
\l

CALENDAR YEARS BEG NNI NG JANUARY 1, 1971 THROUGH JANUARY 1,

=Y
oo

1983, AT THE RATE OF FI FTEEN M LLS AND FOR THE CALENDAR YEARS

=
O

BEG NNI NG JANUARY 1, 1984, THROUGH JANUARY 1, 1988, AT THE RATE

N
o

OF ONE AND SEVENTY-FI VE ONE THOUSANDTHS PER CENT AND FOR THE

N
=

CALENDAR YEAR BEG NNI NG JANUARY 1, 1989, AT THE RATE OF 10. 77

N
N

PER CENT AND FOR THE CALENDAR YEAR BEG NNI NG JANUARY 1, 1990,

N
w

AND EACH CALENDAR YEAR THEREAFTER AT THE RATE OF 1. 25 PER CENT

N
~

UPON EACH DOLLAR OF THE TAXABLE AMOUNT THEREOF, THE TAXABLE

N
(63}

AMOUNT OF EACH SHARE OF STOCK TO BE ASCERTAI NED AND FI XED

N
(e}

PURSUANT TO SECTI ON 801.1, AND DI VIDI NG TH S AMOUNT BY THE

N
~

NUMBER OF SHARES.

N
oo

I T SHALL BE THE DUTY OF EVERY SUCH COVPANY, AT THE TI ME OF

N
(o]

MAKI NG EVERY REPORT REQUI RED BY THI S SECTI ON, TO COWUTE THE TAX
30 AND TO PAY THE AMOUNT OF SAI D TAX TO THE STATE TREASURER,
19930S1190B1433 - 9 -



THROUGH THE DEPARTMENT OF REVENUE, EI THER FROM | TS GENERAL FUND,
OR FROM THE AMOUNT OF SAI D TAX COLLECTED FROM | TS SHAREHOLDERS:
PROVI DED, THAT FOR THE CALENDAR YEARS BEG NNI NG JANUARY 1, 1971
THROUGH JANUARY 1, 1991, EVERY SUCH COMPANY SHALL, AT THE TI ME
OF MAKI NG I TS REPORT FOR THE CALENDAR YEARS BEG NNI NG JANUARY 1,
1971 THROUGH JANUARY 1, 1991, COMPUTE THE TAX AND PAY TO THE
STATE TREASURER, THROUGH THE DEPARTMENT OF REVENUE, EI THER FROM
| TS GENERAL FUND, OR FROM THE AMOUNT OF SAI D TAX COLLECTED FROM

© o0 N oo o A~ wWw N P

| TS SHAREHOLDERS, NOT LESS THAN EI GHTY PER CENT OF THE TAX DUE

=Y
o

TO THE COMVONVWEALTH BY I T FOR SUCH CALENDAR YEAR AND THE

=
=

REMAI NI NG TAX DUE SHALL BE PAI D AT THE TI ME WHEN THE REPORT

=
N

HEREI N REQUI RED FOR THE YEAR NEXT SUCCEEDI NG | S MADE: PROVI DED,

=
w

THAT UPON THE PAYMENT OF THE TAX FI XED BY TH S ACT | NTO THE

H
o

STATE TREASURY, THROUGH THE DEPARTMENT OF REVENUE, THE SHARES

=Y
(63}

AND SO MJCH OF THE CAPI TAL STOCK, SURPLUS, PRCFI TS, AND DEPGCSI TS

=Y
(e}

OF SUCH COVWPANY AS SHALL NOT BE | NVESTED | N REAL ESTATE, SHALL

=
\l

BE EXEMPT FROM ALL OTHER TAXATI ON UNDER THE LAWS OF THI S

=Y
oo

COMONVEALTH. THE PROCEDURE, | N CASE THE DEPARTMENT OF REVENUE

=
O

BE NOT SATI SFI ED W TH THE REPORT MADE BY ANY [ TI TLE | NSURANCE

N
o

OR] TRUST COVPANY, AND THE PENALTI ES FOR FAI LI NG TO MAKE SUCH

N
=

REPORT AND PAY THE TAX, SHALL BE AS PROVI DED BY LAW

N
N

SECTION 7. SECTION 801.1 OF THE ACT, AMENDED JULY 1, 1989

N
w

(P.L.95, NO 21), IS AMENDED TO READ:

N
~

SECTI ON 801.1. ASCERTAI NVENT OF TAXABLE AMOUNT; EXCLUSI ON OF

N
(63}

UNI TED STATES OBLI GATI ONS. --(A) THE TAXABLE AMOUNT OF SHARES

N
(e}

SHALL BE ASCERTAI NED AND FI XED BY ADDI NG TOGETHER THE VALUE

N
~

DETERM NED UNDER SUBSECTI ON (B) FOR THE CURRENT AND PRECEDI NG

N
oo

FI VE YEARS AND DI VI DI NG THE RESULTI NG SUM BY SI X. | F A COVPANY

N
(o]

HAS NOT BEEN I N EXI STENCE FOR A PERI OD OF SI X YEARS, THE TAXABLE
30 AMOUNT OF SHARES SHALL BE ASCERTAI NED AND FI XED BY ADDI NG
19930S1190B1433 - 10 -
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TOGETHER THE VALUE DETERM NED UNDER SUBSECTI ON (B) FOR THE
NUMBER OF YEARS THE COVPANY HAS BEEN I N EXI STENCE AND DI VI DI NG
THE RESULTI NG SUM BY SUCH NUMBER OF YEARS.

(B) THE VALUE FOR EACH YEAR REQUI RED BY SUBSECTI ON (A) SHALL
BE DETERM NED BY ADDI NG TOGETHER THE BOOK VALUE OF CAPI TAL STOCK
PAID I N, THE BOOK VALUE OF THE SURPLUS, THE BOOK VALUE OF
UNDI VI DED PRCFI TS AND THE BOOK VALUE OF THE UNEARNED PREM UM
RESERVE W TH A DEDUCTI ON FROM THE TOTAL THERECF OF AN AMOUNT
EQUAL TO THE SAME PERCENTAGE OF SUCH TOTAL AS THE BOOK VALUE OF
OBLI GATI ONS OF THE UNI TED STATES BEARS TO THE BOOK VALUE OF THE
TOTAL ASSETS. FOR PURPOSES OF THI S SUBSECTI ON, I N THE CASE OF
BANKS AND BANK AND TRUST COVPANI ES, BOOK VALUES AND THE
DEDUCTI ON FOR UNI TED STATES OBLI GATI ONS FOR EACH YEAR SHALL BE
DETERM NED BY THE REPORTS OF CONDI TI ON MADE | N EACH CALENDAR
QUARTER | N THE PRECEDI NG CALENDAR YEAR | N ACCORDANCE W TH THE
REQUI REMENTS OF THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE
SYSTEM THE COVWPTROLLER OF THE CURRENCY, THE FEDERAL DEPCSI T
I NSURANCE CORPCORATI ON OR OTHER APPLI CABLE REGULATORY AUTHORI TY
AND IN THE CASE COF [TI TLE I NSURANCE AND] TRUST COVPANI ES WHI CH
DO NOT' FI LE SUCH REPORTS OF CONDI TI ON, BOOK VALUES AND THE
DEDUCTI ON FOR UNI TED STATES OBLI GATI ONS FOR EACH YEAR SHALL BE
DETERM NED BY CGENERALLY ACCEPTED ACCOUNTI NG PRI NCI PLES AS OF THE
END OF EACH CALENDAR QUARTER | N THE PRECEDI NG CALENDAR YEAR AND
BOOK VALUES SHALL I N ALL CASES BE AVERAGED AS CALCULATED BY
AVERAG NG BOOK VALUES AS DETERM NED BY SUCH REPORTS OF CONDI TI ON
OR AS DETERM NED AT THE END OF EACH CALENDAR QUARTER I N THE CASE
OF [TITLE 1 NSURANCE AND] TRUST COVPANI ES WHI CH DO NOT FI LE SUCH
REPORTS OF CONDI TI ON. FOR THE PURPOSES OF THI S ARTI CLE, UNI TED
STATES OBLI GATI ONS SHALL BE OBLI GATI ONS COM NG W THI N THE SCOPE
OF 31 U.S.C. §8 3124. FOR ANY YEAR IN WH CH A BANK OR BANK AND

19930S1190B1433 - 11 -
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TRUST COVPANY DOES NOT FI LE FOUR QUARTERLY REPORTS OF CONDI TI ON,
BOOK VALUES AND DEDUCTI ONS FOR UNI TED STATES OBLI GATI ONS SHALL
BE DETERM NED BY ADDI NG TOGETHER THE BOOK VALUES AND DEDUCTI ONS
FOR UNI TED STATES OBLI GATI ONS FROM EACH QUARTERLY REPORTS OF
CONDI TI ON FI LED FOR SUCH YEAR AND DI VI DI NG THE RESULTI NG SUMS BY
THE NUMBER OF SUCH REPORTS OF CONDI TI ON. FOR ANY YEAR IN VH CH A
[ TITLE 1 NSURANCE COVPANY OR] TRUST COVPANY |'S NOT I N EXI STENCE
FOR THE FULL YEAR, BOOK VALUES AND DEDUCTI ONS FOR UNI TED STATES
OBLI GATI ONS SHALL BE DETERM NED BY ADDI NG TOGETHER THE BOCOK
VALUES AND DEDUCTI ONS FOR UNI TED STATES OBLI GATI ONS AS OF THE
END OF EACH CALENDAR QUARTER IN VH CH THE COVPANY WAS | N
EXI STENCE AT THE END OF SUCH CALENDAR QUARTER AND DI VI DI NG THE
RESULTI NG SUMS BY THE NUMBER OF SUCH CALENDAR QUARTERS. FOR
PURPOSES OF THI S SECTI ON, A PARTI AL YEAR SHALL BE TREATED AS A
FULL YEAR

(© FOR PURPCSES CF THI S SECTI ON:

(1) A MERE CHANGE I N I DENTITY, FORM CR PLACE OF ORGANI ZATI ON
OF ONE COMPANY, HOWEVER EFFECTED, SHALL BE TREATED AS | F A
SI NGLE COMPANY HAD BEEN | N EXI STENCE PRI OR TO AS WELL AS AFTER
SUCH CHANGE; AND

(2) THE COVBI NATI ON CF TWDO OR MORE COVPANI ES | NTO ONE SHALL
BE TREATED AS | F THE CONSTI TUENT COVPANI ES HAD BEEN A SI NGLE
COVPANY | N EXI STENCE PRICR TO AS VWELL AS AFTER THE COMVBI NATI ON
AND THE BOOK VALUES AND DEDUCTI ONS FOR UNI TED STATES OBLI GATI ONS
FROM THE REPORTS OF CONDI TI ON OR AS DETERM NED BY GENERALLY
ACCEPTED ACCOUNTI NG PRI NCI PLES AS OF THE END OR EACH CALENDAR
QUARTER OF THE CONSTI TUENT COVPANI ES SHALL BE COMBI NED. FOR
PURPOSES OF THE PRECEDI NG SENTENCE, A COVBI NATI ON SHALL | NCLUDE
ANY ACQUI SI TI ON REQUI RED TO BE ACCOUNTED FOR BY THE SURVI VI NG
COVPANY UNDER THE POOLI NG OF | NTEREST METHOD | N ACCORDANCE W TH
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GENERALLY ACCEPTED ACCOUNTI NG PRI NCl PLES OR A STATUTORY MERGER
OR CONSOLI DATI ON.

SECTION 8. ARTICLE VIII-A HEADI NG AND SECTI ONS 801- A AND
802- A OF THE ACT, ADDED JULY 1, 1989 (P.L.95, NO 21), ARE
AMENDED TO READ:

ARTI CLE VIII-A
ALTERNATI VE [ TI TLE | NSURANCE AND]
TRUST COVPANI ES SHARES TAX
PART |
| MPCSI TI ON OF TAX

SECTI ON 801-A. | MPOSITION OF TAX. --(A) EXCEPT AS MODI FI ED
BY SUBSECTI ON (B), [EVERY COVPANY | NCORPORATED UNDER THE
PROVI SI ONS OF SECTION 29 OF THE ACT OF APRIL 29, 1874 (P.L.73,
NO. 32), KNOWN AS THE " CORPORATI ON ACT COF 1874," AND I TS
SUPPLEMENTS, OR ANY OTHER ACT OF ASSEMBLY HERETOFORE OR
HEREAFTER APPROVED, FOR THE | NSURANCE OF OMNERS OF REAL ESTATE,
MORTGAGES, AND OTHERS | NTERESTED | N REAL ESTATE, FROM LOSS BY
REASON OF DEFECTI VE TI TLES, LI ENS AND ENCUMBRANCES, AND EVERY
COVPANY ENTI TLED TO BENEFI TS OF, AND|] EVERY COVPANY HAVI NG ANY
OF THE PONERS OF, COWMPANI ES ENTI TLED TO THE BENEFI TS OF THE ACT
OF JUNE 27, 1895 (P.L.399, NO 286), ENTITLED "AN ACT CONFERRI NG
UPON CERTAI N FI DELI TY, | NSURANCE, SAFETY DEPCSI T, TRUST AND
SAVI NGS COWANI ES THE POVNERS AND PRI VI LEGES OF COVPAN ES
| NCORPORATED UNDER THE PROVI SI ONS OF SECTI ON TWENTY- NI NE OF AN
ACT, ENTITLED " AN ACT TO PROVI DE FOR THE | NCORPCRATI ON AND
REGULATI ON OF CERTAI N CORPORATI ONS, ' APPROVED APRIL 29, 1874,
AND OF THE SUPPLEMENTS THERETO, " APPROVED JUNE 27, 1895,
COVMONLY KNOWN AS [ TI TLE | NSURANCE OR] TRUST COVPANI ES, AND
EVERY COMPANY ORGANI ZED AS A BANK AND TRUST COVPANY OR AS A
TRUST COVPANY UNDER ANY ACT OF ASSEMBLY HERETOFORE OR HEREAFTER
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APPROVED, EXCEPT ANY SUCH COWPANI ES, ALL OF THE SHARES OF

CAPI TAL STOCK CF WHI CH (OTHER THAN SHARES NECESSARY TO QUALI FY
DI RECTORS) ARE OMNED BY A COVPANY WHICH | S LI ABLE TO PAY TO THE
COMMONVEALTH A TAX ON SHARES, SHALL, ON OR BEFCORE APRIL 15 IN
EACH AND EVERY YEAR, MAKE TO THE DEPARTMENT OF REVENUE A REPORT
IN VWRI TI NG SETTI NG FORTH THE FULL NUMBER OF SHARES OF THE

CAPI TAL STOCK SUBSCRI BED FOR OR | SSUED BY SUCH COWVPANY, AND THE
VALUE THEREOF AS OF JANUARY 1 PRECEDI NG WH CH SHALL BE

ASCERTAI NED AS HEREI NAFTER PROVI DED. I T SHALL BE THE DUTY OF THE
DEPARTMENT OF REVENUE, TO ASSESS SUCH SHARES FOR TAXATI ON AT THE
RATE SPECI FI ED BY SUBSECTI ON (C) UPON EACH DOLLAR OF THE VALUE
THEREOF, THE VALUE OF EACH SHARE OF STOCK TO BE ASCERTAI NED AND
FI XED BY ADDI NG TOGETHER THE AMOUNT OF CAPI TAL STOCK PAID I N,
THE SURPLUS, THE UNDI VI DED PRCFI TS AND THE UNEARNED PREM UM
RESERVE, AND DI VI DI NG THI S AMOUNT BY THE NUMBER OF SHARES.

I T SHALL BE THE DUTY OF EVERY SUCH COVPANY, AT THE TI ME OF
MAKI NG EVERY REPORT REQUI RED BY THI S SECTI ON, TO COWUTE THE TAX
AND TO PAY THE AMOUNT OF SAI D TAX TO THE STATE TREASURER,
THROUGH THE DEPARTMENT OF REVENUE, EI THER FROM | TS GENERAL FUND,
OR FROM THE AMOUNT OF SAI D TAX COLLECTED FROM | TS SHAREHOLDERS:
PROVI DED, THAT EVERY SUCH COWMPANY SHALL, AT THE TI ME OF MAKI NG
| TS REPORT FOR EACH CALENDAR YEAR, COWPUTE THE TAX AND PAY TO
THE STATE TREASURER, THROUGH THE DEPARTMENT OF REVENUE, ElI THER
FROM | TS GENERAL FUND, OR FROM THE AMOUNT OF SAlI D TAX COLLECTED
FROM | TS SHAREHOLDERS, NOT LESS THAN ElI GHTY PER CENT OF THE TAX
DUE SHALL BE PAID AT THE TI ME WHEN THE REPORT HEREI N REQUI RED
FOR THE YEAR NEXT SUCCEEDI NG | S MADE: PROVI DED, THAT UPON THE
PAYMENT OF THE TAX FI XED BY THI S ACT | NTO THE STATE TREASURY,
THROUGH THE DEPARTMENT OF REVENUE, THE SHARES AND SO MJUCH OF THE
CAPI TAL STOCK, SURPLUS, PROFI TS AND DEPOSI TS OF SUCH COVPANY AS
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SHALL NOT BE | NVESTED | N REAL ESTATE, SHALL BE EXEMPT FROM ALL
OTHER TAXATI ON UNDER THE LAWS OF TH S COMMONVEALTH. THE
PROCEDURE, | N CASE THE DEPARTMENT OF REVENUE BE NOT SATI SFI ED
W TH THE REPORT MADE BY ANY [ TI TLE | NSURANCE OR] TRUST COVPANY,
AND THE PENALTI ES FOR FAI LI NG TO MAKE SUCH REPORT AND PAY THE
TAX, SHALL BE AS PROVI DED BY LAW

(B) EVERY COVPANY SUBJECT TO TAX UNDER THI' S ARTI CLE SHALL,

W TH N ONE HUNDRED TVENTY DAYS OF THE DATE TH S ARTI CLE BECOVES
EFFECTI VE:

(1) MAKE A REPORT FOR THE CALENDAR YEAR TO WHICH THI' S
ARTI CLE FI RST APPLI ES AND PAY SUCH TAX AS MAY BE DUE I N
ACCORDANCE W TH THI' S SECTI ON.

(2) MAKE A REPORT FOR THE SECOND CALENDAR YEAR TO WHICH THI S
ARTI CLE APPLI ES AND PAY SUCH TAX AS MAY BE DUE | N ACCORDANCE
WTH TH S SECTI ON.

(© THE RATE OF TAX | MPOCSED UNDER THI S ARTI CLE FOR THE FI RST
CALENDAR YEAR TO WVH CH THI S ARTI CLE APPLI ES AND THE SUCCEEDI NG
TWO CALENDAR YEARS SHALL BE 3. 85 PER CENT. THE RATE OF TAX
| MPOSED UNDER THI' S ARTI CLE FOR EACH CALENDAR YEAR THEREAFTER
SHALL BE 1. 075 PER CENT.

SECTI ON 802-A.  ASCERTAI NVENT OF VALUE; EXCLUSI ON OF UNI TED
STATES OBLI GATI ONS. - - THE VALUE OF SHARES SHALL BE ASCERTAI NED
AND FI XED PURSUANT TO SECTI ON 801- A BY ADDI NG TOGETHER THE BOOK
VALUE OF CAPI TAL STOCK PAID I'N, THE BOOK VALUE OF THE SURPLUS,
THE BOOK VALUE OF UNDI VI DED PROFI TS AND THE BOOK VALUE OF THE
UNEARNED PREM UM RESERVE W TH A DEDUCTI ON FROM THE TOTAL THEREOF
OF AN AMOUNT EQUAL TO THE SAME PERCENTACGE OF SUCH TOTAL AS THE
BOOK VALUE OF OBLI GATI ONS OF THE UNI TED STATES BEARS TO THE BOOK
VALUE OF THE TOTAL ASSETS. FOR PURPOSES OF THI S SECTION, IN THE
CASE OF BANKS AND BANK AND TRUST COMPANI ES, BOOK VALUES SHALL BE
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DETERM NED BY THE REPORTS OF CONDI TI ON MADE | N EACH CALENDAR
QUARTER | N THE PRECEDI NG CALENDAR YEAR | N ACCORDANCE W TH THE
REQUI REMENTS OF THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE
SYSTEM THE COVWPTROLLER OF THE CURRENCY, THE FEDERAL DEPCSI T

I NSURANCE CORPCORATI ON OR OTHER APPLI CABLE REGULATORY AUTHORI TY
AND IN THE CASE COF [TI TLE | NSURANCE AND] TRUST COVPANI ES WHI CH
DO NOT FI LE SUCH REPORTS OF CONDI Tl AN, BOOK VALUES SHALL BE
DETERM NED BY CGENERALLY ACCEPTED ACCOUNTI NG PRI NCI PLES AS OF THE
END OF EACH CALENDAR QUARTER | N THE PRECEDI NG CALENDAR YEAR AND
BOOK VALUES SHALL I N ALL CASES BE AVERAGED AS CALCULATED BY
AVERAG NG BOOK VALUES AS DETERM NED BY SUCH REPORTS OF CONDI TI ON
OR AS DETERM NED AT THE END OF EACH CALENDAR QUARTER I N THE CASE
OF [TITLE 1 NSURANCE AND] TRUST COVPANI ES WHI CH DO NOT FI LE SUCH
REPORTS OF CONDI TI ON. FOR THE PURPOSES OF THI S ARTI CLE, UNI TED
STATES OBLI GATI ONS SHALL BE OBLI GATI ONS COM NG W THI N THE SCOPE
OF 31 U S.C § 3124.

SECTION 9. THE DEFI NI TION OF "1 NSURANCE COVPANY" | N SECTI ON
901 OF THE ACT, AMENDED DECEMBER 1, 1983 (P.L.228, NO 66), IS
AMENDED TO READ:

SECTI ON 901. DEFINITIONS. --THE FOLLOW NG TERM5, WHEN USED | N
TH' S ACT, SHALL HAVE THE MEANI NG ASCRI BED TO THEM IN THI' S
SECTI ON:

(1) "I NSURANCE COVPANY" MEANS EVERY | NSURANCE COVPANY,

ASSCCl ATI ON OR EXCHANGE, | NCORPORATED OR ORGANI ZED BY OR UNDER
THE LAWS OF THI S COVWONWEALTH, THE UNI TED STATES, TERRI TORI ES,
DEPENDENCI ES, OTHER STATES, OR FOREI GN GOVERNMENTS, AND ENGAGED
I N TRANSACTI NG | NSURANCE BUSI NESS OF ANY KI ND OR CLASSI FI CATI ON
WTH N THIS COWONWEALTH, [ EXCEPT TI TLE | NSURANCE COVPAN ES
SUBJECT TO TAX UNDER ARTICLE VITI OR XVI OF TH S ACT, AS THE
CASE MAY BE,] EXCEPT PURELY MUTUAL BENEFI Cl AL ASSCCI ATI ONS WHOSE
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FUNDS FOR THE BENEFI T OF MEMBERS AND FAM LI ES OR HEI RS ARE MADE
UP ENTI RELY OF THE WEEKLY, MONTHLY, QUARTERLY, SEM - ANNUAL OR
ANNUAL CONTRI BUTI ONS TO THEI R MEMBERS AND THE ACCUMULATED

| NTEREST THEREON AND CORPCRATI ONS ORGANI ZED UNDER THE ACT OF
JUNE 21, 1937 (P.L.1948), KNOW AS THE "NONPRCFI T HOSPI TAL PLAN
ACT," AND THE ACT OF JUNE 27, 1939 (P.L.1125), KNOW AS THE
“NONPROFI T MEDI CAL, OSTECPATHI C, DENTAL AND PODI ATRY SERVI CE
CORPORATI ON ACT. " THE TERM "1 NSURANCE COWMPANY" SHALL | NCLUDE ANY

COVPANY | NCORPORATED UNDER THE FORVER PROVI SI ONS OF SECTI ON 29

OF THE ACT OF APRIL 29, 1874 (P.L.73, NO 32), ENTITLED "AN ACT

TO PROVI DE_FOR THE | NCORPORATI ON AND REGULATI ON OF CERTAIN

CORPORATI ONS. "

* * %

SECTI ON 10. THE AMENDMENTS AFFECTI NG ARTI CLES VIII, VIII-A
AND | X SHALL APPLY TO THE TAX YEARS BEG NNI NG ON OR AFTER
JANUARY 1, 1994.
Section 3—Fhis 11. THE PROVI SIONS OF SECTI ONS 401, 402, <—
601 AND 1101 OF THE act shall be retroactive to the tax years
begi nning on or after January 1, 1993.

Section 4 12. This act shall take effect inmediately. <—
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