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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 defining "installnment sales method of
reporting"” for purposes of the personal incone tax; and
provi ding for exclusion of fire departnents fromrequirenents
to pay realty transfer tax.

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

Section 1. Section 301(1.1) of the act of March 4, 1971
(P.L.6, No.2), known as the Tax Reform Code of 1971, added
Decenber 23, 1983 (P.L.370, No.90), is anended to read:

Section 301. Definitions.--The followi ng words, terns and
phrases when used in this article shall have the neaning

ascribed to themin this section except where the context
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clearly indicates a different neaning, and, unless specifically
provi ded ot herwi se, any reference in this article to the
I nternal Revenue Code of 1986 shall nean the Internal Revenue
Code of 1986 (Public Law 99-514, 26 U.S.C. 8 1 et seq.), as
amended to January 1, 1997:

* x *

(1.1) "Installnment sales nethod of reporting” neans the
nmet hod by which a taxpayer reports the gain upon the sale of
[tangi bl e personal property or real property when at | east one
paynent is to be received in any taxable year follow ng the
t axabl e year of sale, whether such property is sold or otherw se
di sposed of in an isolated transaction or fromthe inventory of

a deal er or broker.] property when the sale of such property

qualifies for treatnent as an install nent sale as defi ned under

section 453 of the Internal Revenue Code of 1986 (Public Law 99-

514, 26 U.S.C. 8§ 453). Taxpayers may elect to allocate the gain

upon such transactions in equal proportion to each paynent to be
recei ved. Taxpayers who do not elect to allocate the gain upon
such transactions in equal proportion to each paynment received
shall report all gains upon the sale in the taxable year in

whi ch the transaction occurred. For the purposes of this
definition: (i) the gain upon the transaction shall be the

di fference between the sales price and the seller's basis in the
property; and (ii) the sales price shall be the face anmount of

t he evi dence of indebtedness given in exchange for the property
sold or otherw se di sposed of together with the value of any

ot her consideration received by the seller. Were the evidence
of indebtedness fails to state a price, the evidence of

i ndebt edness will be valued at the fair market val ue of the

property sold, less the value of other property or cash received
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1 in the sanme transaction. The installnent sales nethod of

2 reporting shall not be used for transactions the object of which
3 is the lending of noney or the rendering of services.

4 * x *

5 Section 2. Section 1102-C 3 of the act is amended by addi ng
6 a clause to read:

7 Section 1102-C. 3. Excluded Transactions.--The tax inposed by
8 section 1102-C shall not be inposed upon:

9 * x *
10 (23) A transfer between a nunicipality and a volunteer fire
11 conpany as defined in the act of July 15, 1976 (P.L.1036,
12 No.208), known as the "Volunteer Fire Conpany, Anbul ance Service
13 and_Rescue Squad Assi stance Act."”
14 Section 3. This act shall apply to taxable years begi nning
15 after Decenmber 31, 2005.
16 Section 4. This act shall take effect imedi ately.
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