PRINTER S NO. 338

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 329 =%

I NTRODUCED BY SALVATORE AND HECKLER, FEBRUARY 3, 1997

REFERRED TO FI NANCE, FEBRUARY 3, 1997
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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,” further providing for the inposition of penalties
relating to capital stock tax and corporate net incone tax.

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

Section 1. Section 3003.3 of the act of March 4, 1971
(P.L.6, No.2), known as the Tax Reform Code of 1971, anended
Oct ober 14, 1988 (P.L.737, No.106) and August 4, 1991 (P.L.97,
No. 22), is anmended to read:

Section 3003.3. Underpaynent of Estimated Tax.--(a) [In]

Except as provided in subsection (f), in case of any

under paynent of an installnment of estimated tax by a taxpayer,
there shall be inposed an addition to the tax for the taxable

year in an amount determ ned at the annual rate as provided by
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| aw for the paynment of interest upon the anount of the

under paynent for the period of the underpaynent, except that, in
case of any substantial underpaynent of estimated tax by a

t axpayer, such addition to the tax for the taxable year shall be
i nposed in an anmobunt determ ned at one hundred twenty per cent
of the annual rate as provided by |aw for the paynent of

i nterest upon the entire underpaynent for the period of the
substanti al underpaynent. For the purpose of this subsection, a
substanti al underpaynent shall be deened to exist for any period
during which the anount of the underpaynment equals or exceeds
twenty-five per cent of the cunul ative anmount of installnments of
estimated tax which would be required to be paid if the
estimated tax were equal to the amobunt as determined in
subsection (b)(1).

(b) (1) For purposes of this section, the anmount of the
under paynent, if any, shall be the excess of:

(1) the cunul ative anmount of installnments which woul d be
required to be paid as of each installnent date as defined in
section 3003.2(c) if the estimated 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
resettl ed tax exceeds the tax shown on the report by ten per
cent or nore, the amount of the underpaynent shall be based on
ninety per cent of the amobunt of such settled or resettled tax;
over

(1i) the cumul ative anobunt of installnents paid on or before
the | ast date prescribed for paynent.

(2) If the settled or resettled tax is used in calculating
t he amount of underpaynent, the anmount of tax as settled or

resettled shall be utilized in determ ning the anount of
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under paynment w thout the necessity of the filing of any petition
by the departnment or by the taxpayer.

(c) The period of the underpaynent shall run fromthe date
the installment was required to be paid to whichever of the
followng dates is the earlier:

(1) The fifteenth day of the fourth nonth follow 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) Notw thstanding the provisions of the preceding
subsections, the addition to the tax with respect to any
under paynment of any installnent of estimated tax shall not be
imposed if the total amount of all paynents of estinated tax
made on or before the |ast date prescribed for the paynent of
such install ment equals or exceeds the anmount which woul d have
been required to be paid on or before such date if the estinmated
tax were an anmount equal to the tax conmputed at the rates
applicable to the taxabl e year, including any mninmmtax
i nposed, but otherwi se on the basis of the facts shown on the
report of the taxpayer for, and the | aw applicable to, the
second precedi ng taxable year, adjusted for any changes to
sections 401, 601 and 602 enacted for tax years begi nning on or
after January 1, 1991, if a report showing a liability for tax
was filed by the taxpayer for the second precedi ng taxabl e year
and such second precedi ng year was a taxable year of twelve
nmonths. If the total amount of all paynents of estinated tax
made on or before the |ast date prescribed for the paynent of
such install ment does not equal or exceed the ambunt required to
be paid per the preceding sentence, but such amount is paid

after the date the installnment was required to be paid, then the
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period of underpaynent shall run fromthe date the install nent
was required to be paid to the date the anmount required to be
pai d per the preceding sentence is paid. For taxpayers that have
filed only one or two previous returns, if the second preceding
taxabl e year is |l ess than twelve nonths, then the first
precedi ng taxabl e year shall be used; or, if there is no second
precedi ng taxabl e year, then the first preceding taxable year
shall be used. If the first preceding taxable year is |ess than
twel ve nont hs, then the annualized first precedi ng taxable year
shal | be used. Provided, however, that if the settled tax for

t he 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 is subsequently resettled, the
anount of tax as resettled shall be utilized in the application
of this subsection wi thout the necessity of the filing of any
petition by the departnent or by the taxpayer. 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 mailing date of such settlenent or resettlenent, paynents
are made such that the total anount of all paynents of estimated
tax equal s or exceeds the amount which woul d have been required
to be paid on or before such date if the estinmated tax were an
anount equal to such settled or resettled tax adjusted to
reflect the current tax rate. In any case in which the taxable
year for which an underpaynent of estimated tax may exist is a

short taxable year, in determ ning the tax shown on the report
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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 anmount
by three hundred sixty-five.

(e) (1) When the anendnments to sections 401, 601 and 602
and subsection (d) result in an increase of a taxpayer's
estimated taxes for 1991 and 1992 or the required safe harbor
anount, the additional required install nment paynents of
estimated tax as well as the additional amount of the required
i nstal | ment paynments to neet the "safe harbor" shall be treated
as provided by this subsection for additional estimated
paynents, safe harbor paynents and the reconputati on and
preservation of the "safe harbor."

(2) (i) For purposes of conmputing the estimated tax "safe
har bor"™ pursuant to subsection (d) for tax years 1991 and 1992,

t he second precedi ng taxabl e year (base year) shall be
reconmputed with the anmended sections 401, 601 and 602.

(ii) Any taxpayer whose "safe harbor” is affected by this
section nust file a reconputation of its safe harbor year within
sixty days of the effective date of this act for cal endar year
1991 or taxable years beginning in 1991 and within seventy-five
days of the beginning of its taxable year for cal endar year 1992
or taxable years beginning in 1992. The reconputation shall be
on forms as prescribed by the Departnent of Revenue. Any
taxpayer failing to file a reconputation as required shall be
deni ed the use of the "safe harbor" provisions of subsection
(d).

(3) To the extent the anmendnents to sections 401, 601 and
602 and subsection (d) result in an increase in the

corporation's estimated tax or the safe harbor anount,
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1 installnents due after the effective date of this act shall be
2 nmade pursuant to section 3003.2 and this section except:
3 (i) Additional anmounts associated with install nent paynent
4 of estimated tax due prior to the effective date of this act
5 under section 3003.2 or subsection (d) shall be considered
6 tinely paid if paid within sixty days of the effective date of
7 this act or on the due date of the next installnent.
8 (i) Additional anbunts associated with installnment paynment
9 of estimted tax due within sixty days of the effective date of
10 this act under section 3003.2 or subsection (d) shall be
11 considered tinmely paid if paid within sixty days of the
12 effective date of this act or on the due date of the next
13 install nent.
14 (f) Notw thstanding any provision of this act to the
15 contrary, all penalties, except for substantial underpaynents,
16 of estinmated corporate net incone tax and capital stock
17 franchise tax shall be assessed and conputed only fromthe date
18 of the new assessnent and not fromthe original due date of the
19 tax.
20 Section 2. This act shall take effect in 60 days.
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