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AN ACT
1 Anending the act of March 4, 1971 (P.L.6, No.2), entitled "An
2 act relating to tax reformand State taxation by codifying
3 and enunerating certain subjects of taxation and inposing
4 t axes thereon; providing procedures for the paynent,
5 col l ection, adm nistration and enforcenent thereof; providing
6 for tax credits in certain cases; conferring powers and
7 i nposi ng duties upon the Departnent of Revenue, certain
8 enpl oyers, fiduciaries, individuals, persons, corporations
9 and other entities; prescribing crinmes, offenses and
10 penalties,” in personal income, further providing for
11 i mposition; in corporate net inconme, further providing for
12 the definition of "taxable inconme"; and in gross receipts
13 tax, further providing for the inposition of tax and for
14 est abl i shnment of revenue-neutral reconciliation.
15 The General Assenbly of the Conmonweal th of Pennsyl vani a

16 hereby enacts as foll ows:
17 Section 1. Section 302 of the act of March 4, 1971 (P.L.6,
18 No.2), known as the Tax Reform Code of 1971, anmended Decenber
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23, 2003 (P.L.250, No.46), is anended to read:

Section 302. Inposition of Tax.--(a) Every resident
i ndi vidual, estate or trust shall be subject to, and shall pay
for the privilege of receiving each of the classes of incone
herei nafter enunerated in section 303, a tax upon each doll ar of
i ncome received by that resident during that resident's taxable
year at the rate of [three and seven hundredths per cent] two

and nine hundred thirty-five thousandths per cent.

(b) Every nonresident individual, estate or trust shall be
subject to, and shall pay for the privilege of receiving each of
t he cl asses of inconme hereinafter enunmerated in section 303 from
sources Wthin this Comopnweal th, a tax upon each dollar of
i nconme received by that nonresident during that nonresident's
taxabl e year at the rate of [three and seven hundredths per

cent] two and nine hundred thirty-five thousandths per cent.

Section 2. Section 401(3)2(a)(9) and 4(c) of the act,
anended July 12, 2006 (P.L.1137, No.116), is anmended to read:

Section 401. 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

clearly indicates a different neaning:

* * %
(3) "Taxable incone." * * *
2. In case the entire business of any corporation, other

than a corporation engaged in doing business as a regul ated

i nvest ment conpany as defined by the Internal Revenue Code of
1986, is not transacted within this Commonweal th, the tax

i nposed by this article shall be based upon such portion of the
t axabl e i ncone of such corporation for the fiscal or cal endar

year, as defined in subclause 1 hereof, and may be determ ned as
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fol | ows:

(a) Division of I|ncone.

(9) (A Except as provided in subparagraph (B)

(1) For taxable years begi nning before January 1, 2007, al
busi ness i nconme shall be apportioned to this State by
mul ti plying the incone by a fraction, the nunmerator of which is
the property factor plus the payroll factor plus three tinmes the
sal es factor and the denom nator of which is five.

(ii) For taxable years beginning after Decenber 31, 2006,

and before January 1, 2009, all business income shall be

apportioned to this State by nultiplying the incone by a
fraction, the nunerator of which is the sumof fifteen tines the
property factor, fifteen tines the payroll factor and seventy
tinmes the sales factor and the denom nator of which is one

hundr ed.

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

al |l business i ncone shall be apportioned to this State by

mul ti plying the i ncone by the sal es factor.

(B) For purposes of apportionnment of the capital stock -
franchise tax as provided in section 602 of Article VI of this
act, the apportionnment fraction shall be the property factor
plus the payroll factor plus the sales factor as the nunerator,
and the denom nator shall be three.

* x *

4. x x %

(c) (1) The net |oss deduction shall be the [l esser of:

(A (1) For taxable years begi nning before January 1, 2007,
two million dollars ($2,000,000);

(I'l) For taxable years beginning after Decenber 31, 2006,
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the greater of twelve and one-half per cent of taxable incone as
determ ned under subclause 1 or, if applicable, subclause 2 or
three mllion dollars ($3,000,000); or

(B) The] anpbunt of the net |oss or |osses which may be
carried over to the taxable year or taxable inconme as determ ned
under subclause 1 or, if applicable, subclause 2.

[(1.1) In no event shall the net |oss deduction include nore
than five hundred t housand dol | ars ($500,000), in the aggregate,
of net | osses fromtaxable years 1988 through 1994.]

(2) (A Anet loss for a taxable year nmay only be carried

over pursuant to the foll ow ng schedul e:

Taxabl e Year Carryover
1981 1 taxabl e year
1982 2 taxabl e years
1983-1987 3 taxabl e years
1988 2 taxabl e years plus

1 taxabl e year
starting with the
1995 taxabl e year
1989 1 taxabl e year plus
2 taxabl e years
starting with the
1995 taxabl e year
1990- 1993 3 taxabl e years
starting with the

1995 taxabl e year

1994 1 taxabl e year
1995- 1997 10 taxabl e years
1998 and thereafter 20 taxabl e years

(B) The earliest net loss shall be carried over to the
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earliest taxable year to which it nmay be carried under this
schedule. [The total net | oss deduction allowed in any taxable
year shall not exceed:

(1) Two million dollars ($2,000,000) for taxable years
begi nni ng before January 1, 2007.

(I'1) The greater of twelve and one-half per cent of the
t axabl e i ncome as determ ned under subclause 1 or, if
appl i cabl e, subclause 2 or three nmllion dollars ($3, 000, 000)
for taxabl e years begi nning after Decenber 31, 2006. ]

* x *

Section 3. Section 1101(b) of the act, anmended July 13, 1987
(P.L.317, No.58), is anended to read:

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

(b) Electric Light, Waterpower and Hydro-electric
Uilities.--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 mlls] pursuant to the rate schedul e under

section 1101. 3 upon each dollar of the gross receipts of the

corporation, conmpany or association, limted partnership, joint-
st ock associ ation, copartnership, person or persons, received
from

(1) the sales of electric energy within this State, except
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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
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 fornmula:
except for gross receipts derived from sal es under cl ause (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 nmai 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 4. Section 1101.2 of the act, added June 29, 2002
(P.L.559, No.89), is anended to read:

Section 1101.2. Establishnment of Revenue- Neutral
Reconciliation.--(a) Notw thstanding the provisions of 66
Pa.C. S. 8 2810(c)(1) (relating to revenue-neutral
reconciliation), the rate of tax established under 66 Pa.C. S. §
2810(c)(2) for the period beginning January 1, 2002, shal
continue in force without further adjustnment for periods

begi nni ng January 1, 2003, and [thereafter] ending before

January 1, 2009, and the Secretary of Revenue shall not deliver
any further reports under 66 Pa.C. S. 8§ 2810(c)(3).
(b) Notwi thstanding the provisions of 66 Pa.C. S. 8§
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1 2810(c)(1):
2 (1) For the period beginning January 1, 2009, through
3 Decenber 31, 2009, the rate of tax shall be 13.5 mlls.
4 (2) For the period beginning January 1, 2010, through
5 Decenber 31, 2010, the rate of tax shall be 12.0 mlls.
6 (3) For the period beginning January 1, 2011, through
7 Decenber 31, 2011, the rate of tax shall be 10.5 mlls.
8 (4) For the period beginning January 1, 2012, through
9 Decenber 31, 2012, the rate of tax shall be 9.0 mlls.
10 (5) For the period beginning January 1, 2013, and
11 thereafter, the rate of tax shall be 7.5 nmlls.
12 Section 5. The act is anmended by adding a section to read:
13 Section 1101.3. Electric Light, Waterpower and Hydro-
14 electric Uilities Rate Schedule.--The tax inposed under section
15 1101(b) shall be inposed as follows:
16 (1) For any period beginning before January 1, 2009, the
17 rate of the tax shall be 44 mlls.
18 (2) For the period beginning January 1, 2009, through
19 Decenber 31, 2009, the rate of tax shall be 39.6 mlls.
20 (3) For the period beginning January 1, 2010, through
21 Decenber 31, 2010, the rate of the tax shall be 35.2 nills.
22 (4) For the period beginning January 1, 2011, through
23 Decenber 31, 2011, the rate of tax shall be 30.8 mlls.
24 (5) For the period beginning January 1, 2012, through
25 Decenber 31, 2012, the rate of tax shall be 26.4 mlls.
26 (6) For the period beginning January 1, 2013, and
27 thereafter, the rate of tax shall be 22 nills.
28 Section 6. This act shall apply as follows:
29 (1) The anmendnent of section 302 of the act shall apply
30 to taxabl e years begi nning after Decenber 31, 2008.
20080H2270B3277 - 7 -



1 (2) The anmendnent of section 401(3)4(c) of the act shal
2 apply to taxabl e years begi nning after Decenber 31, 2008.

3 Section 7. This act shall take effect July 1, 2008, or
4

i mredi ately, whichever is |later.
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