PRI OR PRI NTER S NOS. 441, 2809, 2849 PRINTER S NO. 3094

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 377 %5

| NTRODUCED BY D. EVANS, BENNI NGTON, BUXTON, CALTAGQ RONE, CURRY,
FREEMAN, GALLOWAY, LEVDANSKY, MARKCSEK, MYERS, PARKER,
PRESTON, WALKO, WHEATLEY, PETRONE, WAGNER, KORTZ, FRANKEL AND
M O BRI EN, FEBRUARY 13, 2007

AS AVENDED ON SECOND CONSI DERATI ON, HOUSE OF REPRESENTATI VES,
JANUARY 16, 2008

OCO~NOUITARWNE

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,” IN SALES AND USE TAX, FURTHER PROVI DI NG FOR <—

DEFI NI TI ONS AND FOR EXCLUSI ONS; | N PERSONAL | NCOVE TAX,
FURTHER PROVI DI NG FOR | MPCSI TI ON, providing an alternative

speci al tax provision for poverty; FURTHER PROVI DI NG FOR <—

REQUI REMENT OF W THHOLDI NG TAX; | N CORPORATE NET | NCOVE TAX,
FURTHER PROVI DI NG FOR DEFI NI TITONS AND FOR | MPCSI TION; I N
CAPI TAL STOCK- FRANCHI SE TAX, FURTHER PROVI DI NG FOR
DEFI NI TI ONS AND REPORTS; | N GRCSS RECEI PTS TAX, FURTHER
PROVI DI NG FOR | MPCSI TI ON; | N RESEARCH AND DEVELOPMENT TAX
CREDI TS, FURTHER PROVI DI NG FOR CARRYOVER, CARRYBACK, REFUND
AND ASS| GNMENT OF CREDIT, FOR TI ME LI M TATIONS, FOR

LI M TATI ON ON CREDI TS AND FOR TERM NATI ON; PROVI DI NG FOR A
SMALL BUSI NESS HEALTH SAVI NGS ACCOUNT TAX CREDI T AND FOR A
NEW DI ESEL TECHNOLOGY TAX CREDI T; | N I NHERI TANCE TAX, FURTHER
PROVI DI NG FOR | MPCGSI TI ON, FOR | NHERI TANCE TAX RATES AND FOR
ESTATE TAX; AND MAKI NG A RELATED REPEAL

The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:
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SECTION 1. SECTION 201(M OF THE ACT OF MARCH 4, 1971

(P.L.6, NO 2), KNOWN AS THE TAX REFORM CCDE OF 1971, AMENDED MAY
24, 2000 (P.L.1206, NO 23), IS AVENDED TO READ:

SECTI ON 201. DEFINITIONS. --THE FOLLOWN NG WORDS, TERMS AND
PHRASES WHEN USED IN THI 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 %

(M "TANG BLE PERSONAL PROPERTY. "

(1) CORPOREAL PERSONAL PROPERTY | NCLUDI NG BUT NOT LI M TED
TO GOODS, WARES, MERCHANDI SE, STEAM AND NATURAL AND
MANUFACTURED AND BOTTLED GAS FOR NON- RESI DENTI AL USE,

ELECTRI CI TY FOR NON- RESI DENTI AL USE, PREPAI D TELECOVMUNI CATI ONS,
PREM UM CABLE OR PREM UM VI DEO PROGRAMM NG SERVI CE, SPI Rl TUOUS
OR VI NOUS LI QUOR AND MALT OR BREWED BEVERAGES AND SOFT DRI NKS,

| NTERSTATE TELECOMMUNI CATI ONS SERVI CE ORI G NATI NG OR TERM NATI NG
IN THE COVWWONWEALTH AND CHARGED TO A SERVI CE ADDRESS I N THI S
COMMONVEALTH, | NTRASTATE TELECOMMUNI CATI ONS SERVI CE W TH THE
EXCEPTI ON OF (1) SUBSCRI BER LI NE CHARGES AND BASI C LOCAL
TELEPHONE SERVI CE FOR RESI DENTI AL USE AND (I11) CHARGES FOR
TELEPHONE CALLS PAI D FOR BY | NSERTI NG MONEY | NTO A TELEPHONE
ACCEPTI NG DI RECT DEPCSI TS OF MONEY TO OPERATE, PROVI DED FURTHER,
THE SERVI CE ADDRESS COF ANY | NTRASTATE TELECOVMUNI CATI ONS SERVI CE
IS DEEMED TO BE WTH N TH S COMVONVEALTH OR WTHI N A PQOLI TI CAL
SuBDI VI SI ON, REGARDLESS OF HON OR WHERE BI LLED OR PAID. IN THE
CASE OF ANY SUCH | NTERSTATE OR | NTRASTATE TELECOVMUNI CATI ONS
SERVI CE, ANY CHARCE PAI D THROUGH A CREDI T OR PAYMENT MECHANI SM
VWH CH DCES NOT RELATE TO A SERVI CE ADDRESS, SUCH AS A BANK,

20070H0377B3094 - 2 -
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TRAVEL, CREDI T OR DEBIT CARD, BUT NOT | NCLUDI NG PREPAI D
TELECOVMUNI CATI ONS, | S DEEMED ATTRI BUTABLE TO THE ADDRESS OF
ORI G NATI ON OF THE TELECOVMUNI CATI ONS SERVI CE. THE TERM SHALL

NOT | NCLUDE COVPUTER SOFTWARE, OTHER THAN PREVWRI TTEN COVPUTER

SOFTWARE DELI VERED TO THE PURCHASER BY TANG BLE STORAGE MED A

(2) FOR THE PURPOSES OF THI S CLAUSE, THE FOLLOW NG WORDS AND

PHRASES SHALL HAVE THE MEANINGS G VEN TO THEM IN TH S SUBCLAUSE:

"COVPUTER SOFTWARE. " A SET _OF CODED | NSTRUCTI ONS DESI GNED TO

CAUSE_A COVPUTER OR AUTOVATI C DATA PROCESSI NG EQUI PMENT TO

PERFORM A TASK.

"PREVRI TTEN COVPUTER SOFTWARE. " THE TERM SHALL HAVE THE SAME

VEANI NG AS " COVPUTER SOFTWARE, " | NCLUDI NG PREVRI TTEN UPGRADES,

VH CH IS NOT _DESI GNED AND DEVELOPED BY THE AUTHOR OR OTHER

CREATOR TO THE SPECI FI CATI ONS OF A SPECI FI C PURCHASER.  THE

COMBI NI NG OF TWO OR MORE PREVIRI TTEN COVPUTER SOFTWARE PROGRAMS

OR PREVRI TTEN PORTI ONS OF THE PROGRAM DCES NOT CAUSE THE

COMVBI NATI ON TO BE OTHER THAN PREWRI TTEN COMPUTER SOFTWARE. THE

TERM | NCLUDES SOFTWARE DESI GNED AND DEVELOPED BY THE AUTHOR OR

OTHER CREATOR TO THE SPECI FI CATI ONS OF A SPECI FI C PURCHASER WHEN

IT 1S SOD TO A PERSON OTHER THAN THE SPECI FI C PURCHASER. VWHERE

A PERSON MODI FI ES OR ENHANCES COMPUTER SOFTWARE OF VHI CH THE

PERSON | S NOI' THE AUTHOR OR CREATOR, THE PERSON SHALL BE DEEMED

TO BE THE AUTHOR OR CREATOR ONLY OF THE PERSON S MODI FI CATI ONS

OR _ENHANCEMENTS.  PREVRI TTEN COVPUTER SOFTWARE OR A PREWRI TTEN

PORTI ON OF PREVRI TTEN COVPUTER SOFTWARE THAT 1S MODI FI ED OR

ENHANCED TO ANY DEGREE, WHERE THE MODI FI CATI ON OR ENHANCEMENT | S

DESI GNED AND DEVELOPED TO THE SPECI FI CATIONS OF A SPECIFIC

PURCHASER, RENMAI NS PREWRI TTEN COVPUTER SOFTWARE EXCEPT THAT

VWHERE THERE |S A REASONABLE, SEPARATELY STATED CHARCE, | NvO CE

OR OTHER STATEMENT OF THE PRICE G VEN TO THE PURCHASER FOR THE

20070H0377B3094 - 3 -



MCODI FI CATI ON OR ENHANCEMENT, THE MODI FI CATI ON OR ENHANCEMENT

SHALL NOT_CONSTI TUTE PREVRI TTEN COVPUTER SOFTWARE.

* * %

SECTI ON 2. SECTI ON 204(10) OF THE ACT, AMENDED APRI L 23,
1998 (P.L.239, NO 45), IS AMENDED AND THE SECTI ON | S AMENDED BY
ADDI NG CLAUSES TO READ:

SECTI ON 204. EXCLUSI ONS FROM TAX. --THE TAX | MPOSED BY
SECTI ON 202 SHALL NOT BE | MPOSED UPON ANY OF THE FOLLOW NG

© o0 N oo o A~ wWw N P

* * %

=Y
o

(10) THE SALE AT RETAIL TO OR USE BY (1) ANY CHARI TABLE

=
=

ORGANI ZATI ON, VOLUNTEER FI REMEN S ORGANI ZATI ON OR NONPRCFI T

=
N

EDUCATI ONAL | NSTI TUTION, OR (I1) A RELIG QUS ORGANI ZATI ON FOR

=
w

RELI G OQUS PURPOSES OF TANG BLE PERSONAL PROPERTY COR SERVI CES

H
o

OTHER THAN PURSUANT TO A CONSTRUCTI ON CONTRACT: PROVI DED,

=Y
(63}

HONEVER, THAT THE EXCLUSI ON OF THI S CLAUSE SHALL NOT APPLY W TH

=Y
(e}

RESPECT TO ANY TANG BLE PERSONAL PROPERTY OR SERVI CES USED I N

=
\l

ANY UNRELATED TRADE OR BUSI NESS CARRI ED ON BY SUCH ORGANI ZATI ON

=Y
oo

OR INSTI TUTI ON OR W TH RESPECT TO ANY MATERI ALS, SUPPLI ES AND

=
O

EQUI PMENT USED AND TRANSFERRED TO SUCH ORGANI ZATI ON OR

N
o

I NSTI TUTI ON | N THE CONSTRUCTI ON, RECONSTRUCTI ON, REMODELI NG,

N
=

RENOVATI ON, REPAI RS AND MAI NTENANCE OF ANY REAL ESTATE

N
N

STRUCTURE, OTHER THAN BUI LDI NG MACHI NERY AND EQUI PMENT, EXCEPT

N
w

MATERI ALS AND SUPPLI ES VHEN PURCHASED BY SUCH ORGANI ZATI ONS OR

N
~

I NSTI TUTI ONS FOR ROUTI NE MAI NTENANCE AND REPAI RS[.], UNLESS THE

N
(63}

ORGANI ZATI ON OR INSTITUTION | S A CHARI TABLE ORGANI ZATI ON I N THE

N
(e}

TRADE OR BUSI NESS OF CONSTRUCTI ON, RECONSTRUCTI ON, REMODELI NG OR

N
~

RENOVATI ON OF ANY REAL ESTATE STRUCTURE.

* * %

N DN
© o

(67) FEES CHARGED BY NONPRCFI T HUVANE ORGANI ZATI ONS TO

30 TRANSFER CUSTODY AND POSSESSI ON OF ANI MALS THAT ARE USED AS

20070H0377B3094 - 4 -
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HOUSEHOLD PETS.

(68) THE SALE AT RETAIL OR USE OF BUI LDI NG MATERI ALS AND

SUPPLI ES USED FOR THE CONSTRUCTI ON OR REPAI R OF ANl MAL

PRODUCTI ON BUI LDI NGS REGARDLESS |F THE SALE IS MADE TO THE

PURCHASER DI RECTLY OR PURSUANT TO A CONSTRUCTI ON CONTRACT.

SECTI ON 3. SECTION 302 OF THE ACT, AMENDED DECEMBER 23, 2003
(P.L.250, NO 46), IS AVENDED TO READ:

SECTI ON 302. | MPCSI TION OF TAX.--(A) EVERY RESI DENT
I NDI VI DUAL, ESTATE OR TRUST SHALL BE SUBJECT TO, AND SHALL PAY
FOR THE PRI VI LEGE OF RECEI VI NG EACH OF THE CLASSES OF | NCOMVE
HEREI NAFTER ENUMERATED | N SECTI ON 303, A TAX UPON EACH DCOLLAR OF
I NCOVE RECEI VED BY THAT RESI DENT DURI NG THAT RESI DENT' S TAXABLE
YEAR AT THE [ RATE OF THREE AND SEVEN HUNDREDTHS PER CENT. ]
FOLLOW NG RATES:

(1) THREE AND SEVEN HUNDREDTHS PER CENT FOR THE FI RST HALF

OF THE TAXABLE YEAR COMVENCI NG WTH OR W TH N CALENDAR YEAR

(2)  TWO AND NI NETY- THREE HUNDREDTHS PER CENT FOR THE SECOND

HALF OF THE TAXABLE YEAR COVIVENCI NG WTH OR WTHI N CALENDAR YEAR

(3)  TWO AND EI GHT- TENTHS PER CENT FOR THE TAXABLE YEAR

COMVENCI NG WTH OR WTH N CALENDAR YEAR 2009 AND EACH TAXABLE

YEAR THEREAFTER.

(B) EVERY NONRESI DENT | NDI VI DUAL, ESTATE OR TRUST SHALL BE
SUBJECT TO AND SHALL PAY FOR THE PRI VI LEGE OF RECEI VI NG EACH OF
THE CLASSES OF | NCOVE HEREI NAFTER ENUMERATED | N SECTI ON 303 FROM
SOURCES WTHI N TH S COMVONVEALTH, A TAX UPON EACH DOLLAR OF
| NCOVE RECEI VED BY THAT NONRESI DENT DURI NG THAT NONRESI DENT' S
TAXABLE YEAR AT THE [ RATE OF THREE AND SEVEN HUNDREDTHS PER
CENT.] FOLLOW NG RATES:

20070H0377B3094 - 5 -
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4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

(1) THREE AND SEVEN HUNDREDTHS PER CENT FOR THE FI RST HALF

OF THE TAXABLE YEAR COMVENCI NG WTH OR W TH N CALENDAR YEAR

(2)  TWO AND NI NETY- THREE HUNDREDTHS PER CENT FOR THE SECOND

HALF OF THE TAXABLE YEAR COVIVENCI NG WTH OR WTHI N CALENDAR YEAR

(3)  TWO AND EI GHT- TENTHS PER CENT FOR THE TAXABLE YEAR

COMVENCI NG WTH OR WTH N CALENDAR YEAR 2009 AND EACH TAXABLE

YEAR THEREAFTER

SECTION 4. THE ACT IS AMENDED BY ADDI NG A SECTI ON TO READ

Section 304.1. Alternative Special Tax Provision for

Poverty.--(a) Pursuant to section 2(b)(ii) of Article VIII of

the Constitution of the Commonweal th of Pennsyl vani a, which

provi des for establishing as a class or classes of subjects of

taxation the property or privil eges of persons who, because of

poverty, are determ ned to be in need of special tax provisions,

the CGeneral Assenbly hereby declares its intent and purpose to

exercise its power pursuant to that section by enacting the

alternative tax provisions of this section.

(b)Y Having determ ned that there are certain persons in this

Commpnweal th whose i ncones are such that i nposition of an i ncone

tax woul d deprive them and their dependents of bare necessities

of life, and having determ ned that poverty is a relative

concept inextricably joined with actual incone and the nunber of

peopl e dependent upon such i ncone, the General Assenbly deens it

to be a matter of public policy to provide special tax

provi sions for that class of persons to relieve their econonic

bur den.

(c) For the taxable year begi nning after Decenber 31, 2007,

an i ndi vidual having one or nore dependents may, in |lieu of

20070H0377B3094 - 6 -
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utilizing the special tax provisions for poverty in section 304,

claima refund equal to fifteen per cent of the earned i ncone

credit all owabl e under section 32 of the Internal Revenue Code

of 1986 (Public Law 99-514, 26 U.S.C. § 32), as anmended.

(d) For taxable years begi nning after Decenber 31, 2008, an

i ndi vi dual havi ng one or npre dependents nay, in |lieu of

utilizing the special tax provisions for poverty in section 304,

claima refund equal to thirty per cent of the earned i ncone

credit all owabl e under section 32 of the Internal Revenue Code

of 1986, as anmended.

Seett+on—2—This—aet—shatl—takeetfeet—t+rmedrately— <—

SECTION 5. SECTION 316 OF THE ACT, ADDED AUGUST 31, 1971 <—
(P.L.362, NO. 93), IS AMENDED TO READ

SECTI ON 316. REQUI REMENT OF W THHOLDI NG TAX. - - [ EVERY] (A)
EXCEPT_AS PROVI DED UNDER SUBSECTI ON (B), EVERY EMPLOYER

MAI NTAI Nl NG AN OFFI CE OR TRANSACTI NG BUSI NESS W THI N THI S
COVMWONVEALTH AND MAKI NG PAYMENT OF COMPENSATION [(1)] (1) TO A
RESI DENT | NDI VI DUAL, OR [(I1)] (2) TO A NONRESI DENT | NDI VI DUAL
TAXPAYER PERFORM NG SERVI CES ON BEHALF OF SUCH EMPLOYER W THI N
THI'S COMWWONWEALTH, SHALL DEDUCT AND W THHOLD FROM SUCH
COVPENSATI ON FOR EACH PAYROLL PERI OD A TAX COVPUTED | N SUCH
MANNER AS TO RESULT, SO FAR AS PRACTI CABLE, | N W THHOLDI NG FROM
THE EMPLOYE' S COMPENSATI ON DURI NG EACH CALENDAR YEAR AN AMOUNT
SUBSTANTI ALLY EQUI VALENT TO THE TAX REASONABLY ESTI MATED TO BE
DUE FOR SUCH YEAR W TH RESPECT TO SUCH COVPENSATI ON. THE METHOD
OF DETERM NI NG THE AMOUNT TO BE W THHELD SHALL BE PRESCRI BED BY
REGULATI ONS OF THE DEPARTMENT.

(B) SUBSECTI ON (A) SHALL NOT APPLY TO THE W THHOLDI NG OF TAX

FROM COVPENSATI ON OF ANY RESI DENT_OR NONRESI DENT | NDI VI DUAL

SERVI NG I N THE ARMED FORCES OF THE UNI TED STATES IN AN AREA

20070H0377B3094 - 7 -



DESI GNATED BY THE PRESI DENT OF THE UNI TED STATES BY EXECUTI VE

ORDER AS A COVBAT ZONE AS DESCRI BED UNDER SECTI ON 7508 OF THE

| NTERNAL REVENUE CODE COF 1986 (PUBLIC LAW99-514, 26 U.S.C. 8

7508), AS AMENDED, AT _ANY TIME DURI NG THE PERI OD DESI GNATED BY

THE PRESI DENT BY EXECUTI VE ORDER AS THE PERI CD OF COVBATANT

ACTIVITIES IN THE COVBAT ZONE OR HOSPI TALI ZED AS A RESULT OF

I NJURY RECEI VED VHI LE SERVI NG I N THE COVBAT ZONE DURI NG SUCH

SECTION 6. SECTI ON 401(3)2(A) (9) AND 4(C) OF THE ACT,

© o0 N oo o A~ wWw N P

=Y
o

AVENDED JULY 12, 2006 (P.L.1137, NO 116), ARE AMENDED TO READ:

=
=

SECTI ON 401. DEFINITIONS. --THE FOLLOWN NG WORDS, TERMS, AND

=
N

PHRASES, WHEN USED I N TH S ARTI CLE, SHALL HAVE THE MEANI NG

=
w

ASCRI BED TO THEM I N TH S SECTI QN, EXCEPT WHERE THE CONTEXT

H
o

CLEARLY | NDI CATES A DI FFERENT MEANI NG

* * %

T
> O

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

=
\l

2. I N CASE THE ENTI RE BUSI NESS OF ANY CORPORATI ON, OTHER

=Y
oo

THAN A CORPORATI ON ENGAGED | N DO NG BUSI NESS AS A REGULATED

=
O

I NVESTMENT COVPANY AS DEFI NED BY THE | NTERNAL REVENUE CODE OF

N
o

1986, 1S NOI TRANSACTED WTHI N TH S COWONWEALTH, THE TAX

N
=

| MPOSED BY THI S ARTI CLE SHALL BE BASED UPON SUCH PORTI ON OF THE

N
N

TAXABLE | NCOVE OF SUCH CORPORATI ON FOR THE FI SCAL OR CALENDAR

N
w

YEAR, AS DEFI NED I N SUBCLAUSE 1 HERECF, AND MAY BE DETERM NED AS

N
~

FOLLOWG:

N
(63}

(A) DIVISION OF | NCOMVE.

* * %

N DN
~N O

(9) (A) EXCEPT AS PROVI DED | N SUBPARAGRAPH (B):

N
oo

(1) FOR TAXABLE YEARS BEGQ NNI NG BEFORE JANUARY 1, 2007, ALL

N
(o]

BUSI NESS | NCOVE SHALL BE APPORTI ONED TO THI S STATE BY
30 MILTI PLYI NG THE | NCOVE BY A FRACTI QN, THE NUMERATOR OF VHICH | S
20070H0377B3094 - 8 -
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THE PROPERTY FACTOR PLUS THE PAYROLL FACTOR PLUS THREE TI MES THE
SALES FACTOR AND THE DENOM NATOR OF WHI CH | S FI VE.

(1'l') FOR TAXABLE YEARS BEG NNI NG AFTER DECEMBER 31, 2006,
AND ENDI NG BEFORE JANUARY 1, 2008, ALL BUSI NESS | NCOVE SHALL BE

APPCRTI ONED TO THI S STATE BY MJULTI PLYI NG THE | NCOVE BY A
FRACTI ON, THE NUMERATOR OF VHHCH IS THE SUM OF FI FTEEN Tl MES THE
PROPERTY FACTOR, FI FTEEN TI MES THE PAYROLL FACTOR AND SEVENTY
TI MES THE SALES FACTOR AND THE DENOM NATOR OF VHICH IS ONE
HUNDRED.

(11'1) FOR TAXABLE YEARS BEG NNI NG AFTER DECEMBER 31, 2007,

ALL BUSI NESS | NCOVE SHALL BE APPORTI ONED TO TH S STATE BY

MULTI PLYI NG THE | NCOVE BY THE SALES FACTOR.

(B) FOR PURPCSES COF APPCRTI ONMENT OF THE CAPI TAL STOCK -
FRANCHI SE TAX AS PROVI DED I N SECTI ON 602 OF ARTICLE VI OF TH' S
ACT, THE APPORTI ONMENT FRACTI ON SHALL BE THE PROPERTY FACTOR
PLUS THE PAYROLL FACTOR PLUS THE SALES FACTOR AS THE NUMERATOR,
AND THE DENOM NATOR SHALL BE THREE.

* x %

4. x * *

(© (1) THE NET LOSS DEDUCTI ON SHALL BE THE LESSER OF:

(A) (1) FOR TAXABLE YEARS BEG NNI NG BEFORE JANUARY 1, 2007,
TWO M LLI ON DOLLARS ($2, 000, 000);

(1'l') FOR TAXABLE YEARS BEG NNI NG AFTER DECEMBER 31, 2006,
AND BEFORE JANUARY 1, 2008, THE GREATER OF TWELVE AND ONE- HALF

PER CENT OF TAXABLE | NCOVE AS DETERM NED UNDER SUBCLAUSE 1 OR,
| F APPLI CABLE, SUBCLAUSE 2 OR THREE M LLI ON DOLLARS
($3, 000, 000); [OR|

(111) FOR TAXABLE YEARS BEG NNI NG AFTER DECEMBER 31, 2007,

ONE_HUNDRED PER CENT OF TAXABLE | NCOVE AS DETERM NED UNDER

SUBCLAUSE 1 OR, | F APPLI CABLE, SUBCLAUSE 2; OR

20070H0377B3094 - 9 -
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4
5
6
-
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

(B) THE AMOUNT OF THE NET LOSS OR LOSSES WHI 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.

[(2.1) I N NO EVENT SHALL THE NET LOSS DEDUCTI ON | NCLUDE MORE
THAN FI VE HUNDRED THOUSAND DOLLARS ($500, 000), I N THE AGGREGATE,
OF NET LOSSES FROM TAXABLE YEARS 1988 THROUGH 1994. ]

(2) (A A NET LCSS 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- 1987 3 TAXABLE YEARS
1988 2 TAXABLE YEARS PLUS

1 TAXABLE YEAR
STARTI NG W TH THE
1995 TAXABLE YEAR
1989 1 TAXABLE YEAR PLUS
2 TAXABLE YEARS
STARTI NG W TH THE
1995 TAXABLE YEAR
1990- 1993 3 TAXABLE YEARS
STARTI NG W TH THE
1995 TAXABLE YEAR

1994 1 TAXABLE YEAR
1995- 1997 10 TAXABLE YEARS
1998 AND THEREAFTER 20 TAXABLE YEARS

(B) 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. THE TOTAL NET LOSS DEDUCTI ON ALLOWED | N ANY TAXABLE
YEAR SHALL NOT EXCEED:

20070H0377B3094 - 10 -
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3
4
5
6
-
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

(1) TWO MLLION DOLLARS ($2, 000, 000) FOR TAXABLE YEARS
BEG NNI NG BEFORE JANUARY 1, 2007.

(1) THE GREATER OF TWELVE AND ONE- HALF PER CENT OF THE
TAXABLE | NCOVE AS DETERM NED UNDER SUBCLAUSE 1 OR, | F
APPL| CABLE, SUBCLAUSE 2 OR THREE M LLI ON DOLLARS ( $3, 000, 000)
FOR TAXABLE YEARS BEG NNI NG AFTER DECEMBER 31, 2006[.], AND
BEFORE JANUARY 1, 2008.

(11'1) ONE HUNDRED PER CENT OF TAXABLE | NCOVE AS DETERM NED

UNDER SUBCLAUSE 1 OR, | F APPL| CABLE, SUBCLAUSE 2 FOR TAXABLE

YEARS BEG NNI NG AFTER DECEMBER 31, 2007.

* * %

SECTI ON 7. SECTI ON 402(B) OF THE ACT, AMENDED JUNE 29, 2002
(P.L.559, NO 89), IS AVENDED TO READ:

SECTI ON 402. | MPOSI TION OF TAX. --* * *

(B) THE ANNUAL RATE OF TAX ON CORPORATE NET | NCOVE | MPOSED
BY SUBSECTI ON (A) FOR TAXABLE YEARS BEGQ NNI NG FOR THE CALENDAR
YEAR OR FI SCAL YEAR ON OR AFTER THE DATES SET FORTH SHALL BE AS
FOLLOWG:

TAXABLE YEAR TAX RATE

JANUARY 1, 1995, [AND

EACH TAXABLE

YEAR THEREAFTER]

THROUGH TAXABLE

YEARS BEG NNI NG

ON _OR BEFORE

DECEMBER 31, 2008 9. 99%

JANUARY 1, 2009, AND

EACH TAXABLE

YEAR THROUGH

DECEMBER 31, 2009 7.90%

20070H0377B3094 - 11 -
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JANUARY 1, 2010, AND

EACH TAXABLE

YEAR THROUGH

DECEMBER 31, 2010 7. 70%

JANUARY 1, 2011, AND

EACH TAXABLE

YEAR THROUGH

DECEMBER 31, 2011 7.50%

JANUARY 1, 2012, AND

EACH TAXABLE

YEAR THROUGH

DECEMBER 31, 2012 7.30%

JANUARY 1, 2013, AND

EACH TAXABLE

YEAR THROUGH

DECEMBER 31, 2013 7.10%

JANUARY 1, 2014, AND

EACH TAXABLE

YEAR THEREAFTER 6. 90%

* * %

SECTION 8. THE DEFI NI TION OF "CAPI TAL STOCK VALUE" I N
SECTI ON 601(A) OF THE ACT, AMENDED JULY 6, 2006 (P.L.319,

NO. 67), |'S AMENDED TO READ:

SECTI ON 601. DEFI NI TIONS AND REPCRTS. --(A) THE FOLLOW NG
WORDS, TERMS AND PHRASES WHEN USED IN TH 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

* x %

"CAPI TAL STOCK VALUE." THE AMOUNT COVPUTED PURSUANT TO THE
FOLLOW NG FORMULA: THE PRCDUCT OF ONE-HALF TI MES THE SUM OF THE

20070H0377B3094 - 12 -
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AVERACGE NET | NCOVE CAPI TALI ZED AT THE RATE OF NI NE AND ONE- HALF
PER CENT PLUS SEVENTY-FI VE PER CENT OF NET WORTH, FROM WH CH
PRODUCT SHALL BE SUBTRACTED [ ONE HUNDRED FI FTY THOUSAND DOLLARS
($150, 000)] THREE HUNDRED THOUSAND DOLLARS ($300,000), THE

ALGEBRAI C EQUI VALENT OF WHICH 1 S
(.5 X (AVERAGE NET | NCOVE/. 095 + (.75)
(NET WORTH))) - [$150,000] $300, 000

* * %

SECTION 9. SECTION 1101(A), (A. 1) AND (J) OF THE ACT,
AVENDED OR ADDED DECEMBER 23, 2003 (P.L.250, NO.46), ARE AVENDED
TO READ:

SECTI ON 1101. | MPCSI TION OF TAX.--(A) GENERAL RULE. - - EVERY
Pl PELI NE COVPANY, CONDUI T COVPANY, STEAMBOAT COMPANY, CANAL
COVPANY, SLACK WATER NAVI GATI ON COVPANY, TRANSPORTATI ON COVPANY,
AND EVERY OTHER COMPANY, ASSOCI ATI ON, JO NT- STOCK ASSOCI ATI ON,
OR LI M TED PARTNERSH P, NOW OR HEREAFTER | NCORPORATED OR
ORGANI ZED BY OR UNDER ANY LAW OF TH' S COMMONVEALTH, OR NOW OR
HEREAFTER ORGANI ZED OR | NCORPORATED BY ANY OTHER STATE OR BY THE
UNI TED STATES OR ANY FOREI GN GOVERNMVENT, AND DO NG BUSI NESS | N
THI'S COMWONWEALTH, AND EVERY COPARTNERSHI P, PERSON OR PERSONS
OMI NG, OPERATI NG OR LEASI NG TO OR FROM ANOTHER CORPORATI ON,
COVPANY, ASSOCI ATI ON, JO NT- STOCK ASSOCI ATI ON, LI M TED
PARTNERSHI P, COPARTNERSHI P, PERSON OR PERSONS, ANY PI PELI NE,
CONDUI T, STEAMBOAT, CANAL, SLACK WATER NAVI GATI ON, OR OTHER
DEVI CE FOR THE TRANSPORTATI ON OF FREI GHT, PASSENGERS, BAGGAGE,
OR O L, EXCEPT MOTOR VEH CLES AND RAI LROADS, AND EVERY LI M TED
PARTNERSHI P, ASSOCI ATI ON, JO NT- STOCK ASSOCI ATl ON, CORPORATI ON
OR COVPANY ENGAGED I N, OR HEREAFTER ENGAGED I N, THE
TRANSPORTATI ON OF FREI GHT OR O'L WTHI N THI'S STATE, AND EVERY
TELEPHONE COMPANY , TELEGRAPH COMPANY OR PROVI DER OF MOBI LE

20070H0377B3094 - 13 -
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TELECOVMUNI CATI ONS SERVI CES NOW OR HEREAFTER | NCORPCRATED OR
ORGANI ZED BY OR UNDER ANY LAWOF TH S COMMONVEALTH, OR NOW OR
HEREAFTER ORGANI ZED OR | NCORPORATED BY ANY OTHER STATE OR BY THE
UNI TED STATES OR ANY FORElI GN GOVERNMVENT AND DO NG BUSI NESS | N
TH' 'S COMONVEALTH, AND EVERY LI M TED PARTNERSHI P, ASSCCI ATI ON,
JA NT- STOCK ASSQOCI ATI QN, COPARTNERSHI P, PERSON OR PERSONS,
ENGAGED | N TELEPHONE OR TELEGRAPH BUSI NESS OR PROVI DI NG MOBI LE
TELECOVMUNI CATI ONS SERVI CES IN THI'S COMMONVWEALTH, SHALL PAY TO
THE STATE TREASURER, THROUGH THE DEPARTMENT OF REVENUE, A TAX OF
FORTY-FI VE M LLS WTH A SURTAX EQUAL TO FIVE M LLS UPON EACH
DOLLAR OF THE CGROSS RECEI PTS OF THE CORPORATI ON, COVPANY OR
ASSCCI ATI ON, LI M TED PARTNERSHI P, JO NT- STOCK ASSCCI ATI ON,
COPARTNERSHI P, PERSON OR PERSONS, RECEI VED FROM

(1) PASSENGERS, BAGGAGE, O L AND FRElI GHT TRANSPORTED WHCLLY
WTH N TH S STATE;

(2) TELEGRAPH OR TELEPHONE MESSAGES TRANSM TTED VWHOLLY
WTH N TH S STATE AND TELEGRAPH OR TELEPHONE MESSAGES
TRANSM TTED I N | NTERSTATE COMMERCE AFTER DECEMBER 31, 2003, AND

BEFORE JANUARY 1, 2008, WHERE SUCH MESSAGES ORI G NATE OR

TERM NATE IN TH' S STATE AND THE CHARGES FOR SUCH MESSAGES ARE
BI LLED TO A SERVI CE ADDRESS I N THI S STATE, EXCEPT GROSS RECEI PTS
DERI VED FROM

(1) THE SALES OF ACCESS TO THE | NTERNET, AS SET FORTH I N
ARTI CLE I'l , MADE TO THE ULTI MATE CONSUMER; AND

(I'l') THE SALES FOR RESALE TO PERSONS, PARTNERSHI PS,
ASSCCI ATI ONS, CORPORATI ONS OR POLI TI CAL SUBDI VI SI ONS SUBJECT TO
THE TAX | MPCSED BY THI S ARTI CLE UPON GROSS RECEI PTS DERI VED FROM
SUCH RESALE OF TELECOVMUNI CATI ONS SERVI CES, | NCLUDI NG

(A) TELECOVMUNI CATI ONS EXCHANGE ACCESS TO | NTERCONNECT W TH
A LOCAL EXCHANGE CARRI ER S NETWORK;

20070H0377B3094 - 14 -



(B) NETWORK ELEMENTS ON AN UNBUNDLED BASI'S; AND

(© SALES OF TELECOMMUNI CATI ONS SERVI CES TO | NTERCONNECT
W TH PROVI DERS OF MOBI LE TELECOVMUNI CATI ONS SERVI CES; AND

(3) MOBI LE TELECOVMUNI CATI ONS SERVI CES MESSAGES SOURCED TO

1

2

3

4

5 TH S COWONVEALTH AFTER DECEMBER 31, 2003, AND BEFORE JANUARY 1,

6 2008, BASED ON THE PLACE OF PRI MARY USE STANDARD SET FORTH I N

7 THE MOBI LE TELECOMMUNI CATI ONS SOURCI NG ACT (4 U.S.C. § 117),

8 EXCEPT GROSS RECEI PTS DERI VED FROM

9 (I') THE SALES OF ACCESS TO THE | NTERNET, AS SET FORTH I N

10 ARTICLE I'l, MADE TO THE ULTI MATE CONSUMER, AND

11 (I'l) THE SALES FOR RESALE TO PERSONS, PARTNERSHI PS,

12 ASSOCI ATI ONS, CORPORATI ONS OR POLI TI CAL SUBDI VI SI ONS SUBJECT TO

13 THE TAX | MPOSED BY THI S ARTI CLE UPON GROSS RECEI PTS DERI VED FROM
14 SUCH RESALE OF MOBI LE TELECOWMUNI CATI ONS SERVI CES, | NCLUDI NG

15 SALES OF MOBI LE TELECOVMUNI CATI ONS SERVI CES TO | NTERCONNECT W TH
16 PROVI DERS OF TELECOWMMUNI CATI ONS SERVI CES.

17 (A.1) CREDT.--TELEGRAPH OR TELEPHONE COVPANI ES OR PROVI DERS
18 OF MOBI LE TELECOWMUNI CATI ONS SERVI CES THAT PAY A GROSS RECEI PTS

19 TAX TO ANOTHER STATE ON MESSAGES OR SERVI CES AFTER DECEMBER 31,

20 2003, AND BEFORE JANUARY 1, 2008, WH CH ARE TAXABLE UNDER THI S

21 ARTICLE ARE ENTI TLED TO A CREDI T AGAI NST THE TAX DUE UNDER THI S
22 ARTICLE. THE CREDIT ALLONED W TH RESPECT TO THE MESSAGES OR

23 SERVI CES SHALL NOT EXCEED THE TAX UNDER THI S ARTI CLE W TH

24 RESPECT TO THE MESSACGES OR SERVI CES.

25 * * %
26 (J) SCHEDULE FOR ESTI MATED PAYMENTS. - -
27 (1) FOR CALENDAR YEAR 2004, THE FOLLOW NG SCHEDULE APPLI ES

28 TO THE PAYMENT OF THE TAX UNDER SUBSECTI ON( A) (3):

29 (1) FORTY PER CENT OF THE ESTI MATED TAX SHALL BE DUE ON
30 MARCH 15, 2004.
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1
2
3
4
5
6
-
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

(I1) FORTY PER CENT OF THE ESTI MATED TAX SHALL BE DUE ON
JUNE 15, 2004.

(I'11) TWENTY PER CENT OF THE ESTI MATED TAX SHALL BE DUE ON
SEPTEMBER 15, 2004.

(2) FOR CALENDAR [ YEARS AFTER 2004] YEAR 2007, THE PAYMENT
OF THE ESTI MATED TAX UNDER SUBSECTI ON (A)(3) SHALL BE DUE I N
ACCORDANCE W TH SECTI ON 3003. 2.

(3) TH'S SUBSECTI ON SHALL EXPI RE JANUARY 1, 2008.

* * %

SECTI ON 10. SECTION 1704-B OF THE ACT, AMENDED DECEMBER 23,
2003 (P.L.250, NO 46), IS AMENDED TO READ:

SECTI ON 1704-B. CARRYOVER, CARRYBACK, REFUND AND ASSI GNVENT
OF CREDIT.--(A) | F THE TAXPAYER,__PURCHASER OR ASSI GNEE CANNOT

USE THE ENTI RE AMOUNT OF THE RESEARCH AND DEVELOPMENT TAX CREDI T
FOR THE TAXABLE YEAR I N WH CH THE RESEARCH AND DEVELOPMENT TAX
CREDI T IS FI RST APPROVED, PURCHASED OR ASSI GNED, THEN THE EXCESS

MAY BE CARRI ED OVER TO SUCCEEDI NG TAXABLE YEARS AND USED AS A
CREDI T AGAI NST THE QUALI FI ED TAX LI ABI LI TY OF THE TAXPAYER FOR
THOSE TAXABLE YEARS. EACH Tl ME THAT THE RESEARCH AND DEVELOPMENT
TAX CREDI T | S CARRI ED OVER TO A SUCCEEDI NG TAXABLE YEAR, IT IS
TO BE REDUCED BY THE AMOUNT THAT WAS USED AS A CREDI T DURI NG THE
| MVEDI ATELY PRECEDI NG TAXABLE YEAR THE RESEARCH AND DEVELOPMENT
TAX CREDI T PROVI DED BY THI S ARTI CLE MAY BE CARRI ED OVER AND
APPLI ED TO SUCCEEDI NG TAXABLE YEARS FOR NO MORE THAN FI FTEEN
TAXABLE YEARS FOLLOW NG THE FI RST TAXABLE YEAR FOR VH CH THE
TAXPAYER WAS ENTI TLED TO CLAI M THE CREDI T.

(B) A RESEARCH AND DEVELOPMENT TAX CREDI T APPROVED BY THE
DEPARTMENT FOR PENNSYLVANI A QUALI FI ED RESEARCH AND DEVEL OPMENT
EXPENSE | N A TAXABLE YEAR FI RST SHALL BE APPLI ED AGAI NST THE
TAXPAYER S QUALI FI ED TAX LI ABI LI TY FOR THE CURRENT TAXABLE YEAR

20070H0377B3094 - 16 -
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AS OF THE DATE ON WH CH THE CREDI T WAS APPROVED BEFORE THE
RESEARCH AND DEVELOPMENT TAX CREDIT |'S APPLI ED AGAI NST ANY TAX
LI ABI LI TY UNDER SUBSECTI ON (A) .

(© A TAXPAYER, PURCHASER OR ASSI GNEE |I'S NOT ENTI TLED TO

CARRY BACK OR OBTAIN A REFUND OF AN UNUSED RESEARCH AND
DEVELOPMENT TAX CREDI T.

(D) A TAXPAYER, UPON APPLI CATI ON TO AND APPROVAL BY THE
DEPARTMENT OF COVMUNI TY AND ECONOM C DEVELOPMENT, MAY SELL OR
ASSI G\, IN WHOLE OR | N PART, A RESEARCH AND DEVELOPMENT TAX
CREDI T GRANTED TO THE TAXPAYER UNDER THI S ARTI CLE | F NO CLAI M
FOR ALLOMNCE OF THE CREDIT IS FILED [WTH N ONE YEAR] FROM THE
DATE THE CREDI T | S APPROVED BY THE DEPARTMENT UNDER SECTI ON
1703-B. THE DEPARTMENT OF COMMUNI TY AND ECONOM C DEVELOPMENT
SHALL ESTABLI SH GUI DELI NES FOR THE APPROVAL OF APPLI CATI ONS
UNDER THI S SUBSECTI ON.

(E) THE PURCHASER OR ASSI GNEE OF A PORTI ON OF A RESEARCH AND
DEVELOPVENT TAX CREDI T UNDER SUBSECTI ON (D) SHALL | MVEDI ATELY
CLAIM THE CREDI T I N THE TAXABLE YEAR | N VH CH THE PURCHASE OR
ASSI GNVENT |'S MADE. THE AMOUNT OF THE RESEARCH AND DEVELOPMENT
CREDI T THAT A PURCHASER OR ASS|I GNEE MAY USE AGAI NST ANY ONE
QUALI FI ED TAX LI ABI LI TY MAY NOT EXCEED SEVENTY- FI VE PER CENT OF
SUCH QUALI FI ED TAX LI ABILITY FOR THE TAXABLE YEAR THE PURCHASER
OR ASSI GNEE MAY NOT [ CARRY OVER,] CARRY BACK, OBTAIN A REFUND COF
OR ASS| GN THE RESEARCH AND DEVELOPMENT TAX CREDI T. THE PURCHASER
OR ASS| GNEE SHALL NOTI FY THE DEPARTMENT OF THE SELLER OR
ASSI GNOR OF THE RESEARCH AND DEVELOPMENT TAX CREDI T I N
COWPLI ANCE W TH PROCEDURES SPECI FI ED BY THE DEPARTMENT.

SECTI ON 11. SECTION 1707-B OF THE ACT, AMENDED JULY 12, 2006
(P.L.1137, NO 116), |S REPEALED:

[ SECTI ON 1707-B. TI ME LI M TATIONS. - - A TAXPAYER | S NOT
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ENTI TLED TO A RESEARCH AND DEVELOPMENT TAX CREDI T FOR
PENNSYLVANI A QUALI FI ED RESEARCH AND DEVELOPMENT EXPENSES

| NCURRED | N TAXABLE YEARS ENDI NG AFTER DECEMBER 31, 2015. THE
TERM NATI ON DATE | N SECTI ON 41(H) OF THE | NTERNAL REVENUE CODE
OF 1986 (PUBLIC LAW99-514, 26 U.S.C. § 41(H)) DOES NOT APPLY TO
A TAXPAYER WHO | S ELI G BLE FOR THE RESEARCH AND DEVELOPMENT TAX
CREDI T UNDER THI S ARTI CLE FOR THE TAXABLE YEAR | N WHI CH THE
PENNSYLVANI A QUALI FI ED RESEARCH AND DEVELOPMENT EXPENSE | S

| NCURRED. ]

SECTI ON 12. SECTI ON 1709-B OF THE ACT, AMENDED OR ADDED MAY
7, 1997 (P.L.85, NO 7) AND JULY 12, 2006 (P.L.1137, NO 116), IS
REPEALED:

[ SECTION 1709-B. LIM TATION ON CREDI TS.--(A) THE TOTAL
AMOUNT OF CREDI TS APPROVED BY THE DEPARTMENT SHALL NOT EXCEED
FORTY M LLI ON DOLLARS ($40, 000, 000) I N ANY FI SCAL YEAR OF THAT
AMOUNT, EI GHT M LLI ON DOLLARS ($8, 000, 000) SHALL BE ALLOCATED
EXCLUSI VELY FOR SMALL BUSI NESSES. HOWEVER, |F THE TOTAL AMOUNTS
ALLOCATED TO El THER THE GROUP OF APPLI CANTS EXCLUSI VE OF SMALL
BUSI NESSES OR THE GROUP OF SMALL BUSI NESS APPLI CANTS |'S NOT
APPROVED | N ANY FI SCAL YEAR, THE UNUSED PORTI ON W LL BECOME
AVAI LABLE FOR USE BY THE OTHER GROUP OF QUALI FYI NG TAXPAYERS.

(B) |F THE TOTAL AMOUNT OF RESEARCH AND DEVELOPMENT TAX
CREDI TS APPLI ED FOR BY ALL TAXPAYERS, EXCLUSI VE OF SMALL
BUSI NESSES, EXCEEDS THE AMOUNT ALLOCATED FOR THOSE CREDI TS, THEN
THE RESEARCH AND DEVELOPMENT TAX CREDI T TO BE RECEI VED BY EACH
APPLI CANT SHALL BE THE PRODUCT OF THE ALLOCATED AMOUNT
MULTI PLI ED BY THE QUOTI ENT OF THE RESEARCH AND DEVELOPMENT TAX
CREDI T APPLI ED FOR BY THE APPLI CANT DI VI DED BY THE TOTAL OF ALL
RESEARCH AND DEVELOPMENT CREDI TS APPLI ED FOR BY ALL APPLI CANTS,
THE ALGEBRAI C EQUI VALENT OF VWHICH | S:
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TAXPAYER S RESEARCH AND DEVELOPMENT TAX CREDI T=AMOUNT
ALLOCATED FOR THOSE CREDI TS X ( RESEARCH AND DEVELOPMENT
TAX CREDI T APPLI ED FOR BY THE APPLI CANT/ TOTAL OF ALL
RESEARCH AND DEVELOPMENT TAX CREDI TS APPLI ED FOR BY ALL
APPLI CANTS) .

(© |IF THE TOTAL AMOUNT OF RESEARCH AND DEVELOPMENT TAX
CREDI TS APPLI ED FOR BY ALL SMALL BUSI NESS TAXPAYERS EXCEEDS THE
AMOUNT ALLOCATED FOR THOSE CREDI TS, THEN THE RESEARCH AND
DEVELOPMENT TAX CREDI T TO BE RECEI VED BY EACH SMALL BUSI NESS
APPL| CANT SHALL BE THE PRODUCT OF THE ALLOCATED AMOUNT
MULTI PLI ED BY THE QUOTI ENT OF THE RESEARCH AND DEVELOPMENT TAX
CREDI T APPLI ED FOR BY THE SMALL BUSI NESS APPLI CANT DI VI DED BY
THE TOTAL OF ALL RESEARCH AND DEVELOPMENT CREDI TS APPLI ED FOR BY
ALL SMALL BUSI NESS APPLI CANTS, THE ALGEBRAI C EQUI VALENT OF VWH CH
IS

TAXPAYER S RESEARCH AND DEVELOPMENT TAX CREDI T=AMOUNT
ALLOCATED FOR THOSE CREDI TS X ( RESEARCH AND DEVELOPMENT
TAX CREDI T APPLI ED FOR BY THE SMALL BUSI NESS/ TOTAL OF ALL
RESEARCH AND DEVELOPMENT TAX CREDI TS APPLI ED FOR BY ALL
SMALL BUSI NESS APPLI CANTS). ]

SECTI ON 13. SECTION 1712-B OF THE ACT, AMENDED JULY 12, 2006
(P.L.1137, NO 116), |S REPEALED:

[ SECTI ON 1712-B. TERM NATI ON. - - THE DEPARTMENT SHALL NOT
APPROVE A RESEARCH AND DEVELOPMENT TAX CREDI T UNDER THI S ARTI CLE
FOR TAXABLE YEARS ENDI NG AFTER DECEMBER 31, 2015.]

SECTION 14. THE ACT |'S AMENDED BY ADDI NG ARTI CLES TO READ:

ARTICLE XVII-F

SVALL BUSI NESS HEALTH SAVI NGS ACCOUNT TAX CREDI T

SECTION 1701-F. SCOPE.

TH' S ARTICLE RELATES TO SMALL BUSI NESS HEALTH SAVI NGS ACCOUNT
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TAX CREDI T.

SECTI ON 1702-F. DEFI NI Tl ONS.

THE FOLLOW NG WORDS AND PHRASES WHEN USED IN THI S ARTI CLE

SHALL HAVE THE MEANINGS G VEN TO THEM IN TH' S SECTI ON UNLESS THE

CONTEXT CLEARLY | NDI CATES OTHERW SE:

"DEPARTMENT. " THE DEPARTMENT OF REVENUE OF THE COVIVONWEALTH.

"EMPLOYEE" OR "EMPLOYEES." AN | NDI VI DUAL OR GROUP OF

I NDI VI DUALS EMPLOYED BY A SVALL BUSI NESS. THE TERM SHALL ALSO

I NCLUDE A SOLE PROPRI ETOR

"HEALTH | NSURANCE POLICY." AN I NDI VI DUAL OR GROUP HEALTH,

SI CKNESS OR ACCI DENT POLI CY OR SUBSCRI BER CONTRACT OR

CERTI FI CATE | SSUED BY AN ENTITY SUBJECT TO ANY ONE OF THE

(1) THE ACT OF MAY 17, 1921 (P.L.682, NO 284), KNOMW AS

THE | NSURANCE COMPANY LAW OF 1921.

(2) THE ACT OF DECEMBER 29, 1972 (P.L.1701, NO 364),

KNOWN AS THE HEALTH MAI NTENANCE ORGANI ZATI ON ACT.

(3) THE ACT OF MAY 18, 1976 (P.L.123, NO 54), KNOM AS

THE | NDI VI DUAL ACCI DENT_AND SI CKNESS | NSURANCE M NI MUM

STANDARDS ACT.

(4) 40 PA.C.S. CH 61 (RELATING TO HOSPI TAL PLAN

CORPORATIONS) OR 63 (RELATI NG TO PROFESSI ONAL HEALTH SERVI CES

PLAN CORPCORATI ONS) .

"HEALTH SAVI NGS ACCOUNT." AS DEFINED I N SECTI ON 223(D) OF

THE | NTERNAL REVENUE CODE COF 1986 (PUBLIC LAW99-514, 26 U.S.C.

"PASS- THROUGH ENTITY." ANY OF THE FOLLOW NG

(1) A PARTNERSHI P, LIMTED PARTNERSH P, LI M TED

LIABILITY COVPANY, BUSINESS TRUST OR OTHER UNI NCORPORATED

ENTI TY THAT FOR FEDERAL | NCOVE TAX PURPOSES |S TAXABLE AS A
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PARTNERSHI P.

(2) A PENNSYLVANIA S CORPORATI ON.

"QUALI FIED H GH DEDUCTI BLE HEALTH PLAN. " A HEALTH | NSURANCE

POLI CY THAT WOULD QUALIFY AS A H GH DEDUCTI BLE HEALTH PLAN UNDER

SECTI ON 223(C)(2) OF THE | NTERNAL REVENUE CODE OF 1986 (PUBLIC

LAW99-514, 26 U.S.C. 8 223(Q(2)).

"QUALIFIED TAX LIABILITY." THE LIABILITY FOR TAXES | MPCSED

UNDER ARTICLE 111, TV ORVI. THE TERM SHALL | NCLUDE THE

LIABILITY FOR TAXES | MPOSED UNDER ARTICLE 11 _ON AN OMNER COF A

PASS- THROUGH ENTI TY.

"SECRETARY. " THE SECRETARY OF REVENUE OF THE COVMONWEALTH.

"SMALL BUSINESS." AN EMPLOYER VWHO, ON AT LEAST 50% OF I TS

VWORKI NG DAYS DURI NG THE TAXABLE YEAR, EMPLOYED FEWER THAN 100

EMPLOYEES.

"TAX CREDIT." ~THE SMALL BUSI NESS HEALTH SAVI NGS ACCOUNT TAX

CREDI T _AUTHORI ZED UNDER THI' S ARTI CLE.

"TAXPAYER. " A SVMALL BUSI NESS SUBJECT TO TAX UNDER ARTICLE

11, 1VORVI. THE TERM | NCLUDES:

(1) THE PARTNER, SHAREHOLDER, OWNER OR MEMBER OF A PASS-

THROUGH ENTI TY; OR

(2) A SOLE PROPRI ETOR.

SECTION 1703-F. CREDIT FOR HEALTH SAVI NGS ACCOUNT

CONTRI BUTI ONS.

(A) APPLI CATI ON. - - A TAXPAYER VWHO PURCHASES AND PROVI DES A

QUALI FI ED HI GH DEDUCTI BLE HEALTH | NSURANCE POLI CY TO EMPLOYEES

AND MAKES A CONTRI BUTI ON TO A HEALTH SAVI NGS ACCOUNT_ON BEHALF

OF EMPLOYEES I N A TAXABLE YEAR MAY APPLY FOR A TAX CREDI T _AS

PROVIDED IN THIS ARTICLE. BY SEPTEMBER 15, A TAXPAYER MJST

SUBM T AN APPLI CATI ON TO THE DEPARTMENT FOR THE AGGREGATE

CONTRI BUTI ON MADE BY THE TAXPAYER TO EMPLOYEE HEALTH SAVI NGS
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ACCOUNTS I N THE TAXABLE YEAR THAT ENDED | N THE PRI OR CALENDAR

(B) COVPUTATI ON. - - A TAXPAYER VWHO QUALI FI ES UNDER SUBSECTI ON

(A) SHALL RECEIVE A TAX CREDIT FOR THE TAXABLE YEAR I N

ACCORDANCE W TH THE FOLLOW NG

(1) FIFTY PERCENT OF THE AGGREGATE CONTRI BUTI ON MADE BY

THE TAXPAYER TO ENMPLOYEE HEALTH SAVI NGS ACCOUNTS VWHEN THE

CONTRIBUTION | S PROVI DED FOR THE BENEFI T OF EMPLOYEES,

SPOUSES AND DEPENDENTS FOR THE TAXABLE YEAR.

(2) TWENTY- FI VE PERCENT OF THE AGGREGATE CONTRI BUTI ON

MADE BY THE TAXPAYER TO EMPLOYEE HEALTH SAVI NGS ACCOUNTS WHEN

THE CONTRIBUTION IS PROVI DED SOLELY FOR THE BENEFI T OF AN

EMPLOYEE.

(©) __NOTI FI CATI ON. - - BY DECEMBER 15 OF THE CALENDAR YEAR

FOLLON NG THE CLOSE OF THE TAXABLE YEAR DURI NG VWHI CH THE

CONTRI BUTI ON TO EMPLOYEE HEALTH SAVI NGS ACCOUNTS WAS MADE, THE

DEPARTMENT SHALL NOTI FY THE TAXPAYER OF THE AMOUNT OF THE

TAXPAYER S TAX CREDI T_APPROVED BY THE DEPARTMENT.

SECTION 1704-F. LIMTATION ON CREDI TS.

(A)_ LIMT.--THE TOTAL_AMOUNT OF CREDI TS APPROVED BY THE

DEPARTMENT SHALL NOT_EXCEED $30, 000, 000 _I N ANY FI SCAL YEAR.

(B) CALCULATION.--1F THE TOTAL AMOUNT OF SMALL BUSI NESS

HEALTH SAVI NGS ACCOUNT TAX CREDI TS APPLI ED FOR BY ALL TAXPAYERS

EXCEEDS THE AMOUNT ALLOCATED FOR THOSE CREDI TS, THEN THE SMALL

BUSI NESS HEALTH SAVI NGS ACCOUNT TAX CREDI T TO BE RECEI VED BY

EACH APPLI CANT SHALL BE THE PRODUCT OF THE ALLOCATED AMOUNT

MULTI PLI ED BY THE QUOTI ENT_OF THE SMALL_ BUSI NESS HEALTH SAVI NGS

ACCOUNT TAX CREDI T APPLIED FOR BY THE APPLI CANT DI VI DED BY THE

TOTAL OF ALL SMALL BUSI NESS HEALTH SAVI NGS ACCOUNT CREDI TS

APPLI ED FOR BY ALL APPLI CANTS, THE ALGEBRAI C EQUI VALENT OF WH CH
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TAXPAYER S SMALL BUSI NESS HEALTH SAVI NGS ACCOUNT TAX

CREDI T=AMOUNT ALLOCATED FOR THOSE CREDI TS X (SMVALL

BUSI NESS HEALTH SAVI NGS ACCOUNT TAX CREDI T APPLI ED FOR BY

THE APPLI CANT/ TOTAL OF ALL SMALL BUSI NESS HEALTH SAVI NGS

ACCOUNT _TAX CREDI TS APPLI ED FOR BY ALL APPLI CANTS).

SECTI ON 1705-F. ~CARRYOVER, CARRYBACK, REFUND AND ASS| GNVENT OF

(A)  CARRYOVER --1F THE TAXPAYER CANNOT USE THE ENTI RE AMOUNT

OF THE TAX CREDIT FOR THE TAXABLE YEAR IN VHI CH THE TAX CREDI T

| S FIRST APPROVED, THEN THE EXCESS MAY BE CARRI ED OVER TO

SUCCEEDI NG TAXABLE YEARS AND USED AS A CREDI T AGAI NST THE

QUALI FIED TAX LIABILITY OF THE TAXPAYER FOR THOSE TAXABLE YEARS.

EACH TIME THAT THE TAX CREDIT IS CARRI ED OVER TO A SUCCEEDI NG

TAXABLE YEAR, IT IS TO BE REDUCED BY THE AMOUNT THAT WAS USED AS

A CREDIT DURI NG THE | MVEDI ATELY PRECEDI NG TAXABLE YEAR. THE TAX

CREDI T _NMAY BE CARRI ED OVER AND APPLI ED TO SUCCEEDI NG TAXABLE

YEARS FOR NO MORE THAN 15 TAXABLE YEARS FOLLOW NG THE FI RST

TAXABLE YEAR FOR WHI CH THE TAXPAYER WAS ENTI TLED TO CLAI M THE

(B) APPLICATION OF CREDIT.--A TAX CREDI T_APPROVED BY THE

DEPARTMENT FOR MONETARY CONTRI BUTI ONS MADE TO EMPLOYEE HEALTH

SAVI NGS ACCOUNTS I N A TAXABLE YEAR FIRST SHALL BE APPLI ED

AGAI NST THE TAXPAYER S QUALI FIED TAX LIABILITY FOR THE CURRENT

TAXABLE YEAR AS OF THE DATE ON VH CH THE CREDI T _WAS APPROVED

BEFORE THE TAX CREDIT IS APPLI ED AGAI NST ANY TAX LI ABILITY UNDER

SUBSECTI ON (A).

(C) PROHIBITION --A TAXPAYER | S NOT_ENTI TLED TO ASSI GN,

CARRY BACK OR OBTAIN A REFUND OF AN UNUSED TAX CREDIT.

SECTI ON 1706-F. SHAREHOLDER, OMER OR MEMBER PASS- THROUGH.
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(A)  SHAREHOLDER S CALCULATION.--1F A PENNSYLVANI A S

CORPORATI ON DCES NOT_ HAVE AN ELI G BLE TAX LIABILITY AGAI NST

WH CH THE TAX CREDIT MAY BE APPLIED, A SHAREHO.DER OF THE

PENNSYLVANIA S CORPORATION |S ENTITLED TO A TAX CREDIT EQUAL TO

THE TAXABLE YEAR MULTI PLI ED BY THE PERCENTAGE OF THE

PENNSYLVANI A S CORPORATI ON' S DI STRI BUTI VE | NCOVE_TO VWHI CH THE

SHAREHOLDER |'S ENTI TLED.

1
2
3
4
5 THE TAX CREDI T DETERM NED FOR THE PENNSYLVANI A S CORPORATI ON FOR
6
7
8
9

(B)  OMER OR MEMBER CALCULATION.--1F A PASS- THROUGH ENTI TY

10 OTHER THAN A PENNSYLVANI A S CORPORATI ON DCES NOTI'_HAVE AN

11 ELIGBLE TAX LIABILITY AGAINST WH CH THE TAX CREDI T_NAY BE

12 APPLIED, AN OMNER OR MEMBER OF THE PASS- THROUGH ENTITY IS

13 ENTITLED TO A TAX CREDIT EQUAL TO THE TAX CREDI T DETERM NED FOR

14 THE PASS- THROUGH ENTI TY FOR THE TAXABLE YEAR MULTI PLI ED BY THE

15 PERCENTACGE OF THE PASS- THROUGH ENTITY' S DI STRI BUTI VE | NCOME TO

16 VWH CH THE OMANER OR MEMBER | S ENTI TLED.

17 (C) APPLI CATION; RESTRICTIONS. --THE CREDI T PROVI DED UNDER

18 SUBSECTION (A) OR (B) IS INADDITION TO ANY TAX CREDIT TO WHI CH

19 A SHAREHOLDER, OMER OR MEMBER OF A PASS- THROUGH ENTITY IS

20 OTHERW SE ENTI TLED UNDER THI S ARTI CLE. HOWEVER, A PASS- THROUGH

21 ENTITY AND A SHAREHOLDER, OMER OR MEMBER OF A PASS- THROUGH

22 ENTITY MAY NOT CLAIM A CREDIT UNDER TH S ARTI CLE FOR THE SAME

23 CONTRI BUTI ONS MADE TO EMPLOYEE HEALTH SAVI NGS ACCOUNTS.

24 SECTION 1707-F. REPORT TO GENERAL ASSENMBLY.

25 THE SECRETARY SHALL SUBM T AN ANNUAL REPORT TO THE GENERAL

26 ASSEMBLY | NDI CATI NG THE EFFECTI VENESS OF THE CREDI T PROVI DED BY

27 TH S ARTICLE NO LATER THAN MARCH 15 FOLLOWN NG THE YEAR I N VWHI CH

28 THE CREDI TS WERE APPROVED. THE REPORT SHALL | NCLUDE THE NAMES OF

29 ALL TAXPAYERS UTILIZING THE CREDIT AS OF THE DATE OF THE REPORT

30 AND THE AMOUNT OF CREDI TS APPROVED AND UTI LI ZED BY EACH
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TAXPAYER. NOTW THSTANDI NG ANY LAW PROVI DI NG FOR THE

CONFI DENTITALITY OF TAX RECORDS, THE | NFORVATI ON CONTAI NED IN THE

REPORT SHALL BE PUBLI C | NFORMATI ON. THE REPORT NMAY_ ALSO | NCLUDE

ANY RECOMVENDATI ONS FOR CHANGES I N THE CALCULATI ON OR

ADM NI STRATI ON OF THE CREDI T.

SECTI ON 1708-F. —REGULATI ONS.

THE SECRETARY SHALL PROMULGATE REGULATI ONS NECESSARY FOR THE

| MPLEMENTATI ON AND ADM NI STRATION OF THI S ARTI CLE.

ARTICLE XVII-G

NEW DI ESELTECHNOLOGY TAX CREDI T

SECTION 1701-G _SCOPE OF_ARTI CLE.

TH' S ARTICLE RELATES TO NEW DI ESELTECHNOLOGY TAX CREDI TS.

SECTI ON 1702-G _DEFI NI T1 ONS.

THE FOLLOW NG WORDS AND PHRASES WHEN USED IN THI S ARTI CLE

SHALL HAVE THE MEANINGS G VEN TO THEM IN THI' S SECTI ON UNLESS THE

CONTEXT CLEARLY | NDI CATES OTHERW SE:

"DEPARTMENT. " THE DEPARTMENT OF REVENUE OF THE COVIVONWEALTH.

"PASS- THROUGH ENTITY." ANY OF THE FOLLOW NG

(1) A PARTNERSHI P, LIMTED PARTNERSH P, LI M TED

LIABILITY COVPANY, BUSINESS TRUST OR OTHER UNI NCORPORATED

ENTI TY THAT FOR FEDERAL | NCOVE TAX PURPOSES |S TAXABLE AS A

PARTNERSHI P.

(2) A PENNSYLVANI A S CORPORATI ON.

"QUALI FI ED NEW DI ESEL TECHNOLOGY EXPENSES. " THE COST

I NCURRED FOR THE PURCHASE OF A CLASS 8 HH GHMWAY VEHI CLE WTH A

REG STERED GROSS OR COVBI NATI ON WEI GHT AS PROVI DED UNDER 75

PA.C.S. 8 1916 (RELATING TO TRUCKS AND TRUCK TRACTORS) AND W TH

A DIESEL ENG NE | F THE VEH CLE PURCHASED HAS BEEN CERTI FI ED AS

COVPLIANT WTH THE EM SSIONS LIM TS CONTAINED I N 40 CFR 86. 007-

11 (RELATING TO EM SSI ON STANDARDS AND SUPPLENMENTAL REQUI REMENTS
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FOR 2007 AND LATER MODEL_ YEAR DI ESEL HEAVY- DUTY ENG NES AND

VEHI CLES), EXCEPT THAT 40 CFR 86.007-15 (RELATI NG TO NOX AND

PARTI CULATE AVERAG NG, _TRADI NG AND BANKI NG FOR HEAVY- DUTY

ENG NES), SHALL NOT APPLY TO EXHAUST EM SSI ONS ATTAI NMVENT LEVELS

FOR PARTI CULATES.

"QUALIFIED TAX LIABILITY." THE LIABILITY FOR TAXES | MPCSED

UNDER ARTICLE 111, TV ORVI. THE TERM SHALL | NCLUDE THE

LIABILITY FOR TAXES | MPOSED UNDER ARTICLE 11 _ON AN OMNER COF A

© o0 N oo o A~ wWw N P

PASS- THROUGH ENTI TY.

=Y
o

"SECRETARY. " THE SECRETARY OF REVENUE OF THE COVMMONWEALTH.

=
=

"TAX CREDIT." THE NEW DI ESEL TECHNOLOGY TAX CREDI T

=
N

AUTHORI ZED UNDER THI S ARTI CLE.

=
w

"TAXPAYER. " AN ENTITY SUBJECT TO TAX UNDER ARTICLE |11, IV

H
o

OR VI. THE TERM SHALL | NCLUDE THE SHAREHOL.DER, OWNER OR MEMBER

=Y
(63}

OF A PASS- THROUGH ENTITY THAT RECEIVES A TAX CREDIT.

=Y
(e}

SECTION 1703-G_CREDIT FOR NEW DI ESEL TECHNOLOGY.

=
\l

(A) APPLI CATI ON. - - A TAXPAYER VWHO | NCURS A QUALI FI ED NEW

=Y
oo

DI ESEL TECHNOLOGY EXPENSE IN A TAXABLE YEAR NMAY APPLY FOR A TAX

=
O

CREDIT AS PROVIDED IN TH' S ARTI CLE. BY SEPTEMBER 15, A TAXPAYER

N
o

MUST _SUBM T AN APPLI CATI ON TO THE DEPARTMENT FOR QUALI FI ED NEW

N
=

DI ESEL TECHNOLOGY EXPENSES | NCURRED | N THE TAXABLE YEAR THAT

N
N

ENDED I N THE PRI OR CALENDAR YEAR

N
w

(B) _AMOUNT. - - A TAXPAYER THAT 1S QUALI FI ED UNDER SUBSECTI ON

N
~

(A) SHALL RECEIVE A TAX CREDIT FOR THE TAXABLE YEAR I N THE

N
(63}

AMOUNT_OF $5, 000 PER QUALI FI ED NEW DI ESEL TECHNOLOGY EXPENSE.

N
(e}

(©) _NOTI FI CATI ON. - - BY DECEMBER 15 OF THE CALENDAR YEAR

N
~

FOLLON NG THE CLOSE OF THE TAXABLE YEAR DURI NG VWHI CH QUALI FI ED

N
oo

NEW DI ESEL TECHNOLOGY EXPENSE WAS | NCURRED, THE DEPARTMENT SHALL

N
(o]

NOTI FY THE TAXPAYER OF THE AMOUNT OF THE TAXPAYER S TAX CREDI T

30 APPROVED BY THE DEPARTMENT.
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SECTI ON 1704-G _CARRYOVER, CARRYBACK, REFUND AND ASS| GNVENT OF

(A)  CARRYOVER --1F THE TAXPAYER CANNOT USE THE ENTI RE AMOUNT

OF THE TAX CREDIT FOR THE TAXABLE YEAR IN VHI CH THE TAX CREDI T

| S FIRST APPROVED, THE EXCESS MAY BE CARRI ED OVER TO SUCCEEDI NG

TAXABLE YEARS AND USED AS A CREDI T AGAI NST THE QUALI FI ED TAX

LIABILITY OF THE TAXPAYER FOR THOSE TAXABLE YEARS. EACH TI ME

THAT THE TAX CREDIT IS CARRI ED OVER TO A SUCCEEDI NG TAXABLE

YEAR, | T SHALL BE REDUCED BY THE AMOUNT THAT WAS USED AS A

CREDI T DURI NG THE | MVEDI ATELY PRECEDI NG TAXABLE YEAR THE TAX

CREDI T _NMAY BE CARRI ED OVER AND APPLI ED TO SUCCEEDI NG TAXABLE

YEARS FOR NO MORE THAN 15 TAXABLE YEARS FOLLOW NG THE FI RST

TAXABLE YEAR FOR WHI CH THE TAXPAYER WAS ENTI TLED TO CLAI M THE

(B) APPLI CATION.--A TAX CREDI T APPROVED BY THE DEPARTMENT

FOR QUALI FI ED NEW DI ESEL_TECHNOLOGY EXPENSES | N A TAXABLE YEAR

FIRST SHALL BE APPLI ED AGAI NST THE TAXPAYER S QUALI FI ED TAX

LIABILITY FOR THE CURRENT TAXABLE YEAR AS OF THE DATE ON WH CH

THE CREDI T_WAS APPROVED BEFORE THE TAX CREDIT |S APPLI ED AGAI NST

ANY TAX LI ABI LI TY UNDER SUBSECTI ON (A).

(€ UNUSED CREDIT.--A TAXPAYER IS NOT_ENTI TLED TO ASSI G\,

CARRY BACK OR OBTAIN A REFUND OF AN UNUSED TAX CREDIT.

SECTION 1705-G _TIME LI M TATI ONS.

A TAXPAYER IS NOT_ENTITLED TO A TAX CREDIT FOR QUALI FI ED NEW

DI ESEL TECHNOLOGY EXPENSES | NCURRED | N TAXABLE YEARS ENDI NG

AFTER DECEMBER 31, 2009.

SECTION 1706-G _SHAREHOLDER, OMER OR MEMBER PASS- THROUGH.

(A)  PENNSYLVANIA S CORPCORATIONS. --1F A PENNSYLVANLA S

CORPORATI ON DCES NOT_ HAVE AN ELI G BLE TAX LIABILITY AGAI NST

WH CH THE TAX CREDIT MAY BE APPLIED, A SHAREHO.DER OF THE
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PENNSYLVANIA S CORPORATION |S ENTITLED TO A TAX CREDIT EQUAL TO

THE TAX CREDI T DETERM NED FOR THE PENNSYLVANI A S CORPORATI ON FOR

THE TAXABLE YEAR MULTI PLI ED BY THE PERCENTAGE OF THE

PENNSYLVANI A S CORPORATI ON' S DI STRI BUTI VE | NCOVE_TO VWHI CH THE

SHAREHOLDER IS ENTI TLED UNDER THI S ARTI CLE.

(B) PASS-THROUGH ENTITIES. --1F A PASS- THROUGH ENTITY OTHER

THAN A PENNSYLVANI A S CORPORATI ON DOES NOT' HAVE AN ELI G BLE TAX

LIABILITY AGAINST WH CH THE TAX CREDIT MAY BE APPLI ED, AN OMNER

OR MEMBER OF THE PASS- THROUGH ENTITY IS ENTITLED TO A TAX CREDI T

EQUAL TO THE TAX CREDI T DETERM NED FOR THE PASS- THROUGH ENTI TY

FOR THE TAXABLE YEAR MULTI PLI ED BY THE PERCENTAGE OF THE PASS-

THROUGH ENTITY' S DI STRI BUTI VE | NCOVE TO VHI CH THE OMNER OR

MEMBER |'S ENTI TLED UNDER THI S ARTI CLE.

(©) ADDITIONAL CREDITS. --THE CREDI T PROVI DED UNDER

SUBSECTION (A) OR (B) SHALL BE IN ADDITION TO ANY TAX CREDIT TO

VWH CH A SHAREHOLDER, OMNER OR MEMBER OF A PASS- THROUGH ENTITY IS

OTHERW SE _ENTI TLED UNDER THI S ARTI CLE. HOWEVER, A PASS- THROUGH

ENTI TY AND A SHAREHOLDER, OWMER OR MEMBER OF A PASS- THROUGH

ENTITY MAY NOT CCAIM A CREDIT UNDER THI S ARTICLE FOR THE SAME

QUALI FI ED NEW DI ESEL  TECHNOLOGY EXPENSE.

SECTION 1707-G ~_REPORT TO GENERAL ASSEMBLY.

THE SECRETARY SHALL SUBM T AN ANNUAL REPORT TO THE GENERAL

ASSEMBLY | NDI CATI NG THE EFFECTI VENESS OF THE CREDI T PROVI DED BY

TH' S ARTICLE NO LATER THAN MARCH 15 FOLLOWN NG THE YEAR I N VWHI CH

THE CREDI TS WERE APPROVED. THE REPORT SHALL | NCLUDE THE NAMES OF

ALL TAXPAYERS UTILIZING THE CREDIT AS OF THE DATE OF THE REPORT

AND THE AMOUNT OF CREDI TS APPROVED AND UTI LI ZED BY EACH

TAXPAYER. NOTW THSTANDI NG ANY LAW PROVI DI NG FOR THE

CONFI DENTITALI'TY OF TAX RECORDS, THE | NFORVATI ON CONTAI NED IN THE

REPORT SHALL BE PUBLI C | NFORMATI ON. _ THE REPORT NMAY_ ALSO | NCLUDE
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ANY RECOMVENDATI ONS FOR CHANGES I N THE CALCULATI ON OR

ADM NI STRATI ON OF THE CREDI T.

SECTI ON 1708-G _TERM NATI ON.

THE DEPARTMENT SHALL NOT APPROVE A TAX CREDIT UNDER THI' S

ARTI CLE FOR TAXABLE YEARS ENDI NG AFTER DECEMBER 31, 2009.

SECTION 1709-G REGULATI ONS.

THE SECRETARY SHALL PROMULGATE REGULATI ONS NECESSARY FOR THE

| MPLEMENTATI ON AND ADM NI STRATION OF THI S ARTI CLE.

SECTI ON 15. SECTION 2106 OF THE ACT, ADDED AUGUST 4, 1991
(P.L.97, NO 22), IS AMENDED TO READ:

SECTI ON 2106. | MPCSI TION OF TAX. --(A) AN I NHERI TANCE TAX
FOR THE USE OF THE COMMONVEALTH | S | MPOSED UPON EVERY TRANSFER
SUBJECT TO TAX UNDER THI S ARTI CLE AT THE RATES SPECI FI ED | N
SECTI ON 2116.

(B) THI'S SECTION SHALL NOT APPLY TO THE ESTATES COF DECEDENTS

DYI NG ON OR AFTER JANUARY 1, 2012.

SECTI ON 16. SECTION 2116(A) OF THE ACT, AMENDED MAY 24, 2000
(P.L.106, NO. 23), |I'S AMENDED TO READ:

SECTI ON 2116. | NHERI TANCE TAX.--(A) (1) [INHERI TANCE TAX
UPON THE TRANSFER OF PROPERTY PASSI NG TO OR FOR THE USE OF [ ANY
OF THE FOLLON NG SHALL BE AT THE RATE OF FOUR AND ONE- HALF PER
CENT:

(1) GRANDFATHER, GRANDMOTHER, FATHER, MOTHER, EXCEPT
TRANSFERS UNDER SUBCLAUSE (1.2), AND LI NEAL DESCENDANTS; OR

(1) WFE OR WDOW AND HUSBAND OR W DOWER OF A CHILD.] A
CRANDFATHER, GRANDMOTHER, FATHER, MOTHER, EXCEPT TRANSFERS UNDER

SUBCLAUSE (1.2), LINEAL DESCENDANTS, WFE OR W DOW AND HUSBAND

OR WDONER OF A CH LD SHALL BE AT THE RATE PROVIDED I N THE

FOLLOW NG SCHEDULE:

(1)  FOUR AND ONE-HALF_PER CENT FOR THE ESTATE OF A DECEDENT
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DYI NG BEFORE OR DURI NG CALENDAR YEAR 2009.

(1) TWO PER CENT FOR THE ESTATE OF A DECEDENT DYI NG DURI NG

CALENDAR YEAR 2010.

(11'1) ZERO PER CENT FOR THE ESTATE OF A DECEDENT DYI NG

DURI NG OR AFTER CALENDAR YEAR 2011.

(1.1) | NHERI TANCE TAX UPON THE TRANSFER OF PROPERTY PASSI NG
TO OR FOR THE USE OF A HUSBAND OR W FE SHALL BE:

(1) AT THE RATE OF THREE PER CENT FOR ESTATES OF DECEDENTS
DYI NG ON OR AFTER JULY 1, 1994, AND BEFORE JANUARY 1, 1995.

(1) AT A RATE OF ZERO PER CENT FOR ESTATES OF DECEDENTS
DYI NG ON OR AFTER JANUARY 1, 1995.

(1.2) | NHERI TANCE TAX UPON THE TRANSFER OF PROPERTY FROM A
CH LD TWENTY- ONE YEARS OF AGE OR YOUNCER TO OR FOR THE USE OF A
NATURAL PARENT, AN ADOPTI VE PARENT OR A STEPPARENT OF THE CHI LD
SHALL BE AT THE RATE OF ZERO PER CENT.

(1.3) | NHERI TANCE TAX UPON THE TRANSFER OF PROPERTY PASSI NG
TO OR FOR THE USE OF A SIBLI NG SHALL BE AT THE RATE [ OF TWELVE
PER CENT.] PROVIDED IN THE FOLLOWN NG SCHEDULE:

(1) TWELVE PER CENT FOR THE ESTATE OF A DECEDENT DYI NG

BEFORE OR DURI NG CALENDAR YEAR 2007.

(1)  N'NE PER CENT_FOR THE ESTATE OF A DECEDENT DYI NG DURI NG

CALENDAR YEAR 2008.

(I11) SIX PER CENT_FOR THE ESTATE OF A DECEDENT DYI NG DURI NG

CALENDAR YEAR 2009.

(1V)  FOUR AND ONE-HALF PER CENT FOR THE ESTATE OF A DECEDENT

DYI NG DURI NG CALENDAR YEAR 2010.

(V)  TWO PER CENT FOR THE ESTATE OF A DECEDENT DYl NG DURI NG

CALENDAR YEAR 2011.

(M) ZERO PER CENT_FOR THE ESTATE OF A DECEDENT DYI NG DURI NG

OR AFTER CALENDAR YEAR 2012.
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3
4
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-
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

(1.4) 1 NHERI TANCE TAX UPON THE TRANSFER OF PROPERTY THAT IS

JONTLY HELD BETWEEN A CH LD AND A NATURAL PARENT, AN ADOPTI VE

PARENT OR A STEPPARENT OF THE CHI LD TO THE NATURAL PARENT,

ADOPTI VE PARENT_OR THE STEPPARENT SHALL BE AT THE RATE OF ZERO

(2) 1 NHER TANCE TAX UPON THE TRANSFER OF PROPERTY PASSI NG TO
OR FOR THE USE OF ALL PERSONS OTHER THAN THOSE DESI GNATED | N
SUBCLAUSE (1), (1.1), (1.2) OR (1.3) OR EXEMPT UNDER SECTI ON
2111(M SHALL BE AT THE RATE [ OF FI FTEEN PER CENT.] PROVI DED I N

THE FOLLOW NG SCHEDULE:

(1) FIFTEEN PER CENT FOR THE ESTATE COF A DECEDENT DYI NG

BEFORE OR DURI NG CALENDAR YEAR 2007.

(1) TEN PER CENT FOR THE ESTATE OF A DECEDENT DYI NG DURI NG

CALENDAR YEAR 2008.

(1I'') SEVEN PER CENT FOR THE ESTATE OF A DECEDENT DYI NG

DURI NG CALENDAR YEAR 2009.

(1V)  FOUR AND ONE-HALF PER CENT FOR THE ESTATE OF A DECEDENT

DYI NG DURI NG CALENDAR YEAR 2010.

(V)  TWO PER CENT FOR THE ESTATE OF A DECEDENT DYl NG DURI NG

CALENDAR YEAR 2011.

(M) ZERO PER CENT_FOR THE ESTATE OF A DECEDENT DYI NG DURI NG

OR AFTER CALENDAR YEAR 2012.

(3) VHEN PROPERTY PASSES TO OR FOR THE USE OF A HUSBAND AND
WFE WTH RI GHT OF SURVI VORSHI P, ONE OF WHOM | S TAXABLE AT A
RATE LOAER THAN THE OTHER, THE LOWER RATE OF TAX SHALL BE
APPLI ED TO THE ENTI RE | NTEREST.

* x %

SECTION 17. SECTION 2117 OF THE ACT IS AMENDED BY ADDI NG A
SUBSECTI ON TO READ:

SECTI ON 2117. ESTATE TAX. --* * *
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1 (D) THI'S SECTION SHALL NOT APPLY TO THE ESTATES COF DECEDENTS
2 DYING ON OR AFTER JANUARY 1, 2012.

3 SECTI ON 18. REPEALS ARE AS FOLLOWE:

4 (1) THE GENERAL ASSEMBLY DECLARES THAT THE REPEAL UNDER
5 PARAGRAPH (2) 1S NECESSARY TO EFFECTUATE THE PURPOSES OF THI S
6 ACT.

7 (2) SECTION 33(12) OF THE ACT OF DECEMBER 23, 2003

8 (P.L.250, NO 46), ENTITLED "AN ACT AMENDI NG THE ACT OF MARCH
9 4, 1971 (P.L.6, NO 2), ENTITLED ' AN ACT RELATI NG TO TAX

10 REFORM AND STATE TAXATI ON BY CODI FYI NG AND ENUVERATI NG

11 CERTAI N SUBJECTS OF TAXATI ON AND | MPOSI NG TAXES THEREON

12 PROVI DI NG PROCCEDURES FOR THE PAYMENT, COLLECTI ON

13 ADM NI STRATI ON AND ENFORCEMENT THERECF; PROVI DI NG FOR TAX

14 CREDI TS I N CERTAI N CASES; CONFERRI NG PONERS AND | MPCSI NG

15 DUTI ES UPON THE DEPARTMENT OF REVENUE, CERTAI N EMPLOYERS

16 FI DUCI ARI ES, | NDI VI DUALS, PERSONS, CORPORATI ONS AND OTHER

17 ENTI TI ES; PRESCRI BI NG CRI MES, OFFENSES AND PENALTI ES,

18 FURTHER PROVI DI NG, | N SALES AND USE TAX, FOR DEFI NI TI ONS, FOR
19 EXCLUSI ONS, FOR CREDI TS, FOR LI CENSES AND FOR TRANSFERS TO
20 PUBLI C TRANSPORTATI ON ASSI STANCE FUND; FURTHER PROVI DI NG, | N
21 PERSONAL | NCOVE TAX, FOR DEFI NI TI ONS, FOR | MPCSI TI ON, FOR
22 SPECI AL TAX PROVI SI ONS FOR POVERTY, FOR RETURNS AND LI ABI LI TY
23 AND FOR RETURNS AND RECORDS; FURTHER PROVI DI NG | N CORPORATE
24 NET | NCOVE TAX, FOR DEFI NI TI ONS AND FOR | NTERESTS I N
25 UNI NCORPORATED ENTI TI ES; PROVI DI NG, | N CORPCORATE NET | NCOVE
26 TAX, FOR ADDI TI ONAL W THHOLDI NG REQUI REMENTS; FURTHER
27 PROVI DI NG | N CAPI TAL STOCK FRANCHI SE TAX, FOR DEFI NI TI ONS
28 AND REPORTS, FOR | MPOSI TI ON AND FOR EXPI RATI ON; FURTHER
29 PROVI DI NG, | N UTILITIES GROSS RECEI PTS TAX, FOR | MPCSI TI ON,
30 FURTHER PROVI DI NG | N PUBLI C UTILITY REALTY TAX, FOR
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SURCHARGES; PROVI DING | N PUBLIC UTILITY REALTY TAX, FOR

ADDI TI ONAL TAX; FURTHER PROVI DI NG | N Cl GARETTE TAX, FOR

I NCl DENCE AND RATE OF TAX, FOR FLOCOR TAX, FOR STAMP TO

EVI DENCE THE TAX AND FOR COWM SSI ONS ON SALES; ESTABLI SHI NG

I N RELATI ON TO Cl GARETTE TAX, THE HEALTH CARE PROVI DER
RETENTI ON ACCOUNT; FURTHER PROVI DI NG, | N RESEARCH AND
DEVELOPMENT TAX CREDI T, FOR CARRYOVER, FOR LI M TATI ONS AND
FOR REPORTS; FURTHER PROVI DI NG | N MALT BEVERAGE TAX, FOR

LI M TED TAX CREDI TS; FURTHER PROVI DI NG, | N | NHERI TANCE TAX,
FOR DEFI NI TIONS, FOR EXEMPT TRANSFERS, FOR ESTATE TAX AND FOR
ESTATE TAX RETURNS; FURTHER PROVI DI NG FOR THE PUBLI C
TRANSPORTATI ON ASSI STANCE FUND AND PROVI DI NG FOR I TS

ADM NI STRATI ON;, FURTHER PROVI DI NG FOR ESTI MATED TAX AND FOR
UNDERPAYMENT OF ESTI MATED TAX; PROVI DI NG FOR AUTHORI TY TO
ATTACH WAGES; AND REPEALI NG PROVI SI ONS RELATI NG TO THE PUBLI C
TRANSPORTATI ON ASSI STANCE FUND, " | S REPEALED.

SECTI ON 19. THE FOLLOW NG PROVI SI ONS SHALL APPLY TO TAXABLE

YEARS BEG NNI NG AFTER DECEMBER 31, 2007:

(1) THE AMVENDMENT OF 316 OF THE ACT.
(2) THE AMENDMENT OF SECTI ON 401(3)4(C) OF THE ACT.
(3) THE AMENDMENT OF SECTI ON 601(A) OF THE ACT.
(4) THE AMENDMENT OF SECTI ON 1704-B OF THE ACT.
(5) THE ADDI TI ON OF ARTI CLE XVI|-F OF THE ACT.
SECTION 20. THI'S ACT SHALL TAKE EFFECT AS FOLLOWS:
(1) THE FOLLON NG PROVI SI ONS SHALL TAKE EFFECT JULY 1,
2008:
(1) THE AMENDMENT OF SECTI ON 201(M OF THE ACT.
(11) THE AMVENDMENT OR ADDI TI ON OF SECTI ON 204( 10),
(67) AND (68) OF THE ACT.
(111) THE ADDI TI ON OF SECTI ON 304.1 OF THE ACT.
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1 (1V) THE AMENDMENT OF SECTI ON 1101(A), (A 1) AND (J)
2 OF THE ACT.

3 (V) THE REPEAL OF SECTI ON 1707-B OF THE ACT.

4 (VI) THE REPEAL OF SECTI ON 1709-B OF THE ACT.

5 (VI1) THE REPEAL OF SECTION 1712-B OF THE ACT.

6 (V) THE ADDI TI ON OF ARTI CLE XVI | -F OF THE ACT.

7 (VI) THE ADDI TI ON OF ARTI CLE XVI |-G OF THE ACT.

8 (VI1) SECTION 18 OF THI'S ACT.

9 (2) THE FOLLON NG PROVI SI ONS SHALL TAKE EFFECT JULY 1,
10 2008, OR | MVEDI ATELY, WHI CHEVER | S LATER

11 (1) THE AMVENDMENT OF SECTI ON 302 OF THE ACT.

12 (11) THE AMENDMENT OF SECTI ON 316 OF THE ACT.

13 (I11) THE AVENDVENT OF SECTI ON 401(3)2(A)(9) OF THE
14 ACT.

15 (V) THE AMVENDVENT OF SECTI ON 402(B) OF THE ACT.

16 (3) THE REMAINDER OF THI'S ACT SHALL TAKE EFFECT

17 | MVEDI ATELY.
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