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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1588 %5

I NTRODUCED BY D. EVANS, JUNE 18, 2007

REFERRED TO COWM TTEE ON APPROPRI ATI ONS, JUNE 18, 2007
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AN ACT
Amrending Title 74 (Transportation) of the Pennsyl vania
Consol idated Statutes, providing for an oil conpany gross
profits tax; and maki ng an appropriation.
The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Title 74 of the Pennsyl vani a Consol i dat ed
Statutes is anmended by adding a chapter to read:
CHAPTER 5

O L _COVPANY GROSS PROFI TS TAX

Sec.

501. Definitions.

502. | nposi ti on of tax.

503. Reports and paynent of tax.

504. Restricted revenue account.

505. Procedure; enforcenent; penalties.

506. Cost of tax and penalties.

§ 501. Definitions.

The foll owi ng words and phrases when used in this chapter
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shal|l have the neanings given to themin this section unless the

context clearly indicates ot herw se:

"Account." The G| Conpany Gross Profits Tax Account

established in section 504 (relating to restricted revenue

"Apporti oned gross profits." The gross profits apporti oned

to Pennsyl vania by the apporti onnent fraction set forth in

section 502(d) (relating to inposition of tax).

"Busi ness entity." Al oil conpanies of a unitary busi ness.

"G oss profits." |If an oil conmpany files an incone tax

return with the Federal Governnent, gross profits as set forth

on such return. If an oil conpany does not file an i ncone tax

return with the Federal Governnent, gross profits that would

have been returned to the Federal CGovernnent if such return had

been nade. Gross profits of a business entity are cal cul ated on

single entity basis, if a business entity is conprised of one

oil conpany, or a conbined entity basis, if a business entity is

conprised of two or nore oil conpani es.

"Goss receipts." Al gross recei pts of a business entity.

If an oil conpany files an incone tax return with the Federal

Governnent, its gross receipts as set forth on such return. |f

an oil conpany does not file an incone tax return with the

Federal Governnent, gross recei pts that woul d have been returned

to the Federal Governnent if such return had been nnde.

"Ol conpany." An entity that engages in the exploration,

drilling, inportation, refining or whol esale distribution of

pet r ol eum products.

"Petrol eum products." Any product of the industri al

processing of crude oil and its fracti onati on products

manuf actured or refined or used for the generati on of power used

20070H1588B1969 - 2 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

in an i nternal conbusti on engi ne to propel nptor vehicles of any

ki nd or character and to generate heat. Petrol eum products

i nclude, but are not limted to, gasoline, diesel fuel,

ker osene, propane and any other product of crude oil used for

such pur pose.

"Taxabl e year." The taxable year which an oil conpany, or

any consol i dated group with which an oil conpany participates in

the filing of consolidated returns, actually uses in reporting

taxabl e i ncone to the Federal Governnent. The terns "annual

vear," "fiscal year," "annual or fiscal vyear," "tax year" and

"tax period" shall be the sane as the oil conpany's taxabl e year

as defined in this definition.

"Unitary business." A single econonic enterprise that is

made up either of separate parts of a single entity or of a

commpnly controll ed group of entities that are sufficiently

i nt erdependent, integrated and interrelated through their

activities so as to provide a synerqy and nutual benefit that

produces a sharing or exchange of value anpng them and a

significant flow of value to the separate parts.

"Whol esal e distribution." The maki ng of one or nore

nonretail sales of petrol eum products.

8 502. | nposi ti on of tax.

(a) Inposition.--A business entity shall pay an excise tax

on its apportioned gross profits for exercising, whether inits

own nane or through any person, associ ati on, busi ness trust,

corporation, joint venture, limted liability conmpany, |limted

partnershi p, partnership or other entity, any of the foll ow ng

privil eges:

(1) Doing business within this Commonweal t h.

(2) Carrying on activities within this Conmpbnweal t h.
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(3) Having capital or property enployed or used in this

Commpnweal t h.

(4) Oming property in this Commopnweal t h.

(5) Engaging in or transacting any activity in this

Commpnweal th for the purpose of financial gain or profit.

(b) Rate.--The annual rate of tax on gross profits inposed

by subsection (a) shall be 6.17% for cal endar years or fi scal

vears beqgi nning after Decenber 31, 2007.

(c) Tax in lieu of corporate net incone tax.--The tax

i nposed by this chapter shall be in lieu of the tax i nposed by

Article IV of the act of March 4, 1971 (P.L.6, No.2), known as

the Tax Reform Code of 1971.

(d) Apportionnent fraction.--If at | east one oil conpany of

a business entity transacts part of its busi ness outside

Pennsyl vani a, the apporti onnent fraction of a business entity is

Pennsyl vani a gross recei pts divided by gross recei pts

everywhere. Gross receipts fromthe sale of tangi bl e personal

property are Pennsyl vania gross recei pts based on the sourcing

rule set forth in section 401(3)2(a)(16) of the Tax Reform Code

of 1971. Al other qgross receipts are Pennsyl vani a gr oss

recei pts based on the sourcing rule set forth in section

401(3)2(a)(17) of the Tax Reform Code of 1971. All transacti ons

anong oil conpanies of a unitary business are elimnated in

conputi ng the nunerator and the denoni nator of the apporti onnent

fraction of a business entity. If all oil conpanies of a

busi ness entity transact all of their business within

Pennsyl vani a, the business entity is not entitled to apportion

its gross profits.

8 503. Reports and paynent of tax.

A business entity liable to tax under this chapter shall file
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a report of gross profits taxable under this chapter and pay tax

due as set forth in section 403 of the act of March 4, 1971

(P.L.6, No.2), known as the Tax Reform Code of 1971. The oi

conpani es of a business entity liable to tax under this chapter

shal | desi gnate one oil conmpany to act as agent on behalf of the

busi ness entity. The agent shall file the report and pay the tax

required by this section. A person authorized to file tax

returns or tax reports on behalf of the oil conpany that is the

agent of the business entity shall file the report under oath or

affirmati on.

8 504. Restricted revenue account.

(a) Establishnent of account.--There is established a

restricted account in the General Fund to be known as the G|

Conpany &Gross Profits Tax Account. Except as provided in

subsection (c), npney paid into the account shall be

appropri ated annually for nmass transportati on purposes.

(b)Y Deposit.--The tax coll ected pursuant to this chapter

shal|l be deposited and paid into the account.

(c) Transfer.--On June 15, 2008, $17, 000, 000 shall be

transferred fromthe account to the General Fund. On Sept enber

15, 2008, Decenber 15, 2009, March 15, 2009, and June 15, 2009,

and on each Septenber 15, Decenber 15, March 15 and June 15,

thereafter, $17,500,000 shall be transferred fromthe account to

t he General Fund.

8 505. Procedure; enforcenent; penalties.

(a) Applicability of Tax Reform Code. --Except as set forth

in subsection (b), Parts IIIl, IV, V, VI and VI| of Article IV of

the act of March 4, 1971 (P.L.6, No.2), known as the Tax Reform

Code of 1971, shall apply to the tax i nposed under this chapter.

(b)Y Exception.--Section 404 of the Tax Reform Code of 1971
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shall not apply to the tax i nposed by this chapter.

(c) Underpaynent.--In addition to any other penalty provided

by law, if the anpunt of any estimated paynent of tax due or

paynent of tax due is underpaid, a penalty shall be inposed in

t he anpbunt of 5% of the underpaynent per nonth for the peri od of

t he underpaynent, up to a maxi num of 25% of the under paynent.

(d) Failure to file.--In addition to any other penalty

provided by law if a business entity fails to file the report

requi red by section 503 (relating to reports and paynent of tax)

within 270 days of the original due date of the report, a

penal ty of $500 shall be i nposed on the busi ness entity.

8 506. Cost of tax and penalti es.

(a) Cost.--The cost of the tax i nposed in section 502

(relating to inposition of tax), or any portion thereof, shall

not be added to, separately stated with or included in the

pur chase price charged to a purchaser of petrol eum products.

(b)Y Penalties.--An individual who willfully viol ates

subsection (a) conmits a m sdeneanor of the third degree. In

addition, the seller of the petrol eum products shall be required

to pay a penalty equal to the anobunt added to, separately stated

with or included with the purchase price charged to the

(c) Attorney Ceneral.--In addition to the authority

conferred upon the Attorney CGeneral by the act of October 15,

1980 (P.L.950, No.164), known as the Commonweal th Attorneys Act,

the Attorney General shall have the authority to i nvesti gate and

to institute crimnal proceedings for any violation of this

section. No persons charged with a violation of this section by

the Attorney General shall have standing to chall enge the

authority of the Attorney CGeneral to i nvestigate or prosecute
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1 the case. If a challenge is nade, the challenge shall be

2 disnmissed and no relief shall be nade available in the courts of
3 this Conmonwealth to the person neking the chall enge.

4 Section 2. The sum of $1, 000,000, or as nuch thereof as nay
5 be necessary, is hereby appropriated to the Ofice of Attorney
6 General for the fiscal year July 1, 2007, to June 30, 2008, from
7 the QI Conmpany G oss Profits Tax Account to carry out the

8 provisions of 74 Pa.C.S. § 506(c).

9 Section 3. The addition of 74 Pa.C.S. Ch. 5 shall apply to
10 taxable years begi nning after Decenber 31, 2007.

11 Section 4. This act shall take effect immediately.
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