SENATE ANVENDED
PRI OR PRI NTER S NOS. 826, 2054 PRINTER S NO. 2178

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 743 5

| NTRODUCED BY TRELLO, COY, RYBAK, MANM LLER, BOYES, WOGAN,
HALUSKA, GREENWOOD, D. R WRI GHT, HASAY, DAW DA, BATTI STO
W LSON, GRUPPO, BOWSER, BLAUM SEVENTY, DelLUCA, ALDERETTE,
B. SM TH, BURD, MERRY, CIVERA, RI CHARDSON, PETRARCA
PETERSON, DURHAM PI STELLA, CAWLEY AND McI NTYRE, APRIL 11
1983

AS AVENDED ON SECOND CONSI DERATI ON, | N SENATE, NOVEMBER 16, 1983
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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
penal ties,"” further providing for exclusions fromsales tax,
FOR A M N MUM TAX FOR CAPI TAL STOCK AND FOREI GN FRANCHI SE TAX
PURPCSES, FOR AN ELECTI ON I N COVPUTI NG FRANCHI SE TAX AND FOR
THE CALCULATI ON OF TAX WHEN TAX RATES ARE CHANGED DURI NG A
TAX YEAR; PROVI DI NG FOR THE TAX TREATMENT OF PENNSYLVANI A S
CORPORATI ONS AND THEI R SHAREHOLDERS; DEFI NI NG THE PHRASE
"1 NSTALLMENT SALES METHOD OF REPORTI NG'; AND FURTHER DEFI NI NG
"SALES" FOR THE PURPOSE OF APPORTI ONMVENT OF | NCOVE AND, | N
CERTAI N CASES, APPORTI ONMENT OF CAPI TAL STOCK VALUE

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

Section 1. Section 204 of the act of March 4, 1971 (P.L.6,
No. 2), known as the Tax Reform Code of 1971, is anmended by

addi ng a clause to read:
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Section 204. Exclusions from Tax.--The tax inposed by

section 202 shall not be inposed upon

* * %

(44) The sale at retail or use of firewood. For the purpose

of this clause, firewod shall nmean the product of trees when

severed fromthe | and and cut into proper |engths for burning

and used for fuel for cooking, hot water production or to heat

resi dential dwellings.
. 2 :F| . | slqal | talee effeet '| al 69 days—. <—
SECTION 2. SECTION 301(A), (O, (K, (L) AND (W OF THE ACT, <—

ADDED AUGUST 31, 1971 (P.L.362, NO 93) AND CLAUSE (K) AMENDED
NOVEMBER 23, 1976 (P.L.1158, NO 256), ARE AMENDED AND CLAUSES
ARE ADDED TO READ:

SECTI ON 301. DEFINITIONS. --THE FOLLOWN NG WORDS, TERMS AND
PHRASES VWHEN USED IN THI S ARTI CLE SHALL HAVE THE MEANI NG
ASCRI BED TO THEM I N TH S SECTI ON EXCEPT WHERE THE CONTEXT
CLEARLY | NDI CATES A DI FFERENT MEANI NG ANY REFERENCE IN THI S
ARTI CLE TO THE | NTERNAL REVENUE CODE SHALL | NCLUDE THE | NTERNAL
REVENUE CODE OF 1954, AS AMENDED TO THE DATE ON WHICH THI S
ARTI CLE | S EFFECTI VE:

(A) "ACCEPTED ACCOUNTI NG PRI NCI PLES AND PRACTI CES" MEANS <—
THOSE ACCOUNTI NG PRI NCI PLES, SYSTEMS OR PRACTI CES, | NCLUDI NG THE

I NSTALLMENT SALES METHOD OF REPORTI NG  WH CH ARE ACCEPTABLE BY

STANDARDS OF THE ACCOUNTI NG PROFESSI ON AND WHI CH ARE NOT
| NCONSI STENT W TH THE REGULATI ONS OF THE DEPARTMENT SETTI NG
FORTH SUCH PRI NCI PLES AND PRACTI CES.

(O "BUSINESS' MEANS AN ENTERPRI SE, ACTIVITY, PROFESSI ON,
VOCATI ON, TRADE, JO NT VENTURE, COMVERCE OR ANY OTHER
UNDERTAKI NG OF ANY NATURE WHEN ENGAGED | N AS COMMVERCI AL
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ENTERPRI SE AND CONDUCTED FOR PROFI T OR ORDI NARI LY CONDUCTED FOR
PROFI T, VWHETHER BY AN | NDI VI DUAL, PARTNERSHI P, PENNSYLVANI A S

CORPORATI ON, ASSOCI ATI ON OR OTHER UNI NCORPORATED ENTI TY.

* * %

(K) "I NCOVE FROM SOURCES WTHI N THI S COWONWEALTH' FOR A
NONRESI DENT | NDI VI DUAL, ESTATE OR TRUST MEANS THE SAME AS
COVPENSATI ON, NET PROFITS, GAINS, DI VI DENDS, | NTEREST OR | NCOVE
ENUMERATED AND CLASSI FI ED UNDER SECTI ON 303 OF TH S ARTI CLE TO

© o0 N oo o A~ wWw N P

THE EXTENT THAT I T IS EARNED, RECEI VED OR ACQUI RED FROM SOURCES

=Y
o

WTH N TH S COMVONVEALTH:

=
=

(1) BY REASON OR OANERSHI P OR DI SPCSI TI ON OF ANY | NTEREST | N

=
N

REAL OR TANG BLE PERSONAL PROPERTY IN TH S COMONVEALTH; OR

=
w

(2) | N CONNECTION WTH A TRADE, PROFESSI ON, OCCUPATI ON

H
o

CARRI ED ON I N TH S COWONWEALTH OR FOR THE RENDI TI ON OF PERSONAL

=Y
(63}

SERVI CES PERFORMED | N THI S COMMONVEALTH, OR

=Y
(e}

(3) AS A DI STRIBUTI VE SHARE OF THE | NCOVE CF AN

=
\l

UNI NCORPORATED BUSI NESS, PENNSYLVANI A S CORPORATI ON, PROFESSI ON,

=Y
oo

ENTERPRI SE, UNDERTAKI NG OR OTHER ACTIVITY AS THE RESULT OF WORK

=
O

DONE, SERVI CES RENDERED OR OTHER BUSI NESS ACTI VI TI ES CONDUCTED

N
o

IN TH'S COMONVEALTH, EXCEPT AS ALLOCATED TO ANOTHER STATE

N
=

PURSUANT TO REGULATI ONS PROMULGATED BY THE DEPARTMENT UNDER THI S

N
N

ARTI CLE; OR

N
w

(4) FROM | NTANG BLE PERSONAL PROPERTY EMPLOYED I N A TRADE,

N
~

PROFESSI ON, OCCUPATI ON OR BUSI NESS CARRIED ON IN TH' S

N
(63}

COMVONVEEAL TH.

N
(e}

PROVI DED, HOWEVER, THAT "1 NCOVE FROM SOURCES W THI N THI S

N
~

COMMONVEALTH' FOR A NONRESI DENT | NDI VI DUAL, ESTATE OR TRUST

N
oo

SHALL NOT | NCLUDE ANY | TEMS OF | NCOVE ENUMERATED ABOVE RECEI VED

N
(o]

OR ACQUI RED FROM AN | NVESTMENT COMPANY REGQ STERED W TH THE
30 FEDERAL SECURI TI ES AND EXCHANGE COWM SSI ON UNDER THE | NVESTMENT
19830H0743B2178 - 3 -
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COVPANY ACT OF 1940.
(L) "I NDIVIDUAL" MEANS A NATURAL PERSON AND SHALL | NCLUDE
THE MEMBERS OF A PARTNERSHI P OR ASSCOCI ATI ON AND THE SHAREHOLDERS

OF A PENNSYLVANI A S CORPORATI ON.

(L.1) "INSTALLMENT SALES METHOD OF REPORTING' MEANS THE

MVETHOD BY VWH CH A TAXPAYER REPORTS THE GAIN UPON THE SALE OF

TANG BLE PERSONAL PROPERTY OR REAL PROPERTY VWHEN AT LEAST ONE

PAYMENT 1S TO BE RECEIVED I N ANY TAXABLE YEAR FOLLOW NG THE

TAXABLE YEAR OF SALE, VHETHER SUCH PROPERTY |S SOLD OR OTHERW SE

DI SPOSED OF I N AN | SOLATED TRANSACTI ON OR FROM THE | NVENTORY OF

A DEALER OR BRCKER. TAXPAYERS MAY ELECT TO ALLOCATE THE GAI N

UPON SUCH TRANSACTI ONS | N EQUAL PROPORTI ON TO EACH PAYMENT TO BE

RECEI VED. TAXPAYERS WHO DO NOT _ELECT TO ALLOCATE THE GAI N UPON

SUCH TRANSACTI ONS I N EQUAL PROPORTI ON TO EACH PAYMENT RECEI VED

SHALL REPORT ALL GAINS UPON THE SALE IN THE TAXABLE YEAR I N

VH CH THE TRANSACTI ON OCCURRED. FOR THE PURPOSES OF THI S

DEFINITION: (1) THE GAIN UPON THE TRANSACTI ON SHALL BE THE

DI FFERENCE BETWEEN THE SALES PRICE AND THE SELLER S BASIS I N THE

PROPERTY; AND (I1) THE SALES PRICE SHALL BE THE FACE AMOUNT OF

THE EVI DENCE OF | NDEBTEDNESS G VEN | N EXCHANGE FOR THE PROPERTY

SOLD OR OTHERW SE DI SPCSED OF TOGETHER W TH THE VALUE OF ANY

OTHER CONSI DERATI ON RECEI VED BY THE SELLER. VWHERE THE EVI DENCE

OF | NDEBTEDNESS FAILS TO STATE A PRICE, THE EVI DENCE OF

| NDEBTEDNESS W LL BE VALUED AT THE FAIR MARKET VALUE OF THE

PROPERTY SOLD, LESS THE VALUE OF OTHER PROPERTY OR CASH RECEI VED

N THE SAVE TRANSACTI ON. _THE | NSTALLMENT SALES METHOD OF

REPORTI NG SHALL NOT_BE USED FOR TRANSACTI ONS THE OBJECT OF VH CH

IS THE LENDI NG OF MONEY OR THE RENDERI NG OF SERVI CES.

* * %

(N.1) "PENNSYLVANI A S CORPORATI ON' MEANS ANY SMALL

19830H0743B2178 - 4 -
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CORPORATI ON AS DEFINED I N SECTION 301(S.2) WHICH HAS A VALID

ELECTI ON UNDER SECTI ON 307 | N EFFECT.

* * %

(S.2) "SVALL CORPORATI ON' MEANS ANY CORPORATI ON WHI CH HAS A

VALI D ELECTION I N EFFECT UNDER SUBCHAPTER S OF CHAPTER 1 OF THE

| NTERNAL REVENUE CODE OF 1954, AS AMENDED AS OF JANUARY 1, 1983,

AND WHI CH DOES NOT_HAVE PASSI VE | NVESTMENT | NCOME | N EXCESS OF

TWENTY- FI VE PERCENT COF I TS GROSS RECEI PTS. FOR PURPGSES OF THI S

CLAUSE, PASSI VE | NVESTMENT | NCOVE MEANS GROSS RECEI PTS DERI VED

FROM ROYALTI ES, RENTS, DI VIDENDS, | NTEREST, ANNUI TI ES AND SALES

OR EXCHANGES OF STOCK OR SECURITIES (GROSS RECEI PTS FROM SUCH

SALES OR EXCHANGES BEI NG TAKEN | NTO ACCOUNT ONLY TO THE EXTENT

OF_GAINS THEREFROM .

* * %

(W "TAXPAYER' NMEANS ANY | NDI VI DUAL, ESTATE OR TRUST SUBJECT
TO THE TAX | MPGSED BY THI' S ARTI CLE, ANY PARTNERSHI P HAVI NG A
PARTNER WHO | S A TAXPAYER UNDER THI S ACT, _ANY PENNSYLVANI A S

CORPORATI ON HAVI NG A SHAREHOLDER VWHO | S A TAXPAYER UNDER THI S

ACT AND ANY EMPLOYER REQUI RED TO W THHOLD TAX ON COVPENSATI ON
PAI D.
SECTION 3. THE ACT IS AMENDED BY ADDI NG A SECTI ON TO READ:
SECTI ON 302.1. RATE CHANGES OCCURRI NG DURI NG THE TAXABLE

YEAR. - - NOTW THSTANDI NG THE PROVI SI ONS OF SECTI ON 302, THE TAX

RATE TO BE USED FOR THE COVMPUTATI ON OF TAX FOR ANY TAXABLE YEAR

VWHERE THE RATE CHANGES DURI NG THE TAXABLE YEAR SHALL BE THE

MONTHLY WEI GHTED AVERAGE OF THE RATES APPLI CABLE DURI NG THE

TAXABLE YEAR, REGARDLESS OF WHEN DURI NG THE TAXABLE YEAR THE

I NCOMVE | S RECEI VED. THE RATE | MPGSED BY SECTION 302 W LL BE USED

TO DETERM NE W THHOLDI NG ANB—ESH-MATED TAX LIABILITY UNDER <—

SECGH-ONS—316—-AND—325— SECTI ON 316. <—

19830H0743B2178 - 5 -
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SECTION 4. ARTICLE I'I'l OF THE ACT IS AMENDED BY ADDI NG A
PART TO READ:
ARTI CLE I
PERSONAL | NCOVE TAX

* * %

PART | V-A

PENNSYLVANI A S CORPORATI ONS

SECTI ON 307. ELECTION BY SMALL CORPORATI ON. - - EXCEPT AS

PROVI DED I N SECTI ON 307.6, ANY SMALL CORPORATI ON MAY ELECT NOT

TO BE SUBJECT TO THE TAX | MPOSED UNDER ARTICLE V. SUCH ELECTI ON

SHALL BE VALID ONLY IF ALL THE SHAREHOLDERS COF THE CORPCORATI ON

ON THE DAY ON WHI CH THE ELECTION | S MADE CONSENT TO THE

ELECTI O\.

SECTI ON 307.1. MANNER OF MAKING ELECTION.--(A) AN ELECTION

MADE PURSUANT_ TO SECTI ON 307 SHALL BE MADE I N SUCH MANNER AS

PRESCRI BED BY THE DEPARTENT.

(B) AN ELECTI ON UNDER SECTI ON 307 NMAY BE MADE FOR ANY

TAXABLE YEAR AT ANY_ TI ME DURI NG THE PRECEDI NG TAXABLE YEAR OR AT

ANY TI ME ON OR BEFORE THE FI FTEENTH DAY OF THE THI RD MONTH OF <—

THE CURRENT TAXABLE YEAR.

SECTI ON 307.2. EFFECTI VE YEARS OF ELECTI ON. -- AN ELECTI ON

MADE PURSUANT_ TO SECTI ON 307 SHALL BE EFFECTI VE FOR THE TAXABLE

YEAR FOR VHICH THE ELECTION | S MADE AND FOR EACH SUCCEEDI NG

TAXABLE YEAR UNLESS REVOKED OR TERM NATED.

SECTI ON 307.3. REVOCATI ON OF ELECTION.--(A) AN ELECTI ON

UNDER SECTI ON 307 NAY BE REVOKED | F_ SHAREHOLDERS HOLDI NG MORE

THAN ONE-HALF OF THE SHARES OF STOCK OF THE CORPORATI ON ON THE

DAY ON WH CH THE REVOCATION IS MADE CONSENT TO THE REVOCATI ON.

(B) EXCEPT AS PROVIDED I N SUBSECTION (C), A REVOCATI ON UNDER

SUBSECTI ON (A) SHALL BE EFFECTI VE ON THE FI RST DAY OF THE

19830H0743B2178 - 6 -
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TAXABLE YEAR | F MADE ON OR BEFORE THE FI FTEENTH DAY OF THE TH RD

MONTH THEREOF; | F THE REVOCATION IS MADE AFTER SUCH DATE, I T

SHALL BE EFFECTI VE FOR THE FOLLOW NG TAXABLE YEAR.

(© | F THE REVOCATI ON SPECI FI ES A DATE FOR REVOCATI ON WHI CH

IS ON OR AFTER THE DAY ON WHI CH THE REVOCATION | S MADE, THE

REVOCATI ON SHALL BE EFFECTI VE ON AND AFTER THE DATE SO

SPEC! FI ED.

SECTI ON 307.4. TERM NATI ON BY CORPORATI ON CEASI NG TO BE A

SVALL CORPORATION.--(A) TF A CORPORATI ON CEASES TO BE A SMVALL

CORPORATI ON, AS DEFINED I N SECTION 301(S.2), THE ELECTI ON UNDER

SECTI ON 307 SHALL TERM NATE.

(B) SUCH TERM NATI ON SHALL BE EFFECTI VE ON THE DATE ON VHI CH

THE CORPORATI ON CEASES TO BE A SVALL CORPORATI ON, AS DEFINED IN

SECTI ON 301(S. 2).

SECTI ON 307.5. REVOCATI ON OR TERM NATION YEAR. --(A) THE

PORTI ON OF THE REVOCATI ON OR TERM NATI ON YEAR OF A PENNSYLVAN A

S CORPORATI ON ENDI NG BEFORE THE FI RST DAY FOR VWHI CH THE

REVOCATI ON OR TERM NATION IS EFFECTI VE SHALL BE TREATED AS A

SHORT _TAXABLE YEAR FOR WHI CH THE CORPORATION IS A PENNSYLVANIA S

CORPORATI ON.

(B) THE PORTI ON OF SUCH YEAR BEG NNI NG ON THE FI RST DAY FOR

VWH CH THE REVOCATI ON OR TERM NATION | S EFFECTI VE SHALL BE

TREATED AS A SHORT TAXABLE YEAR FOR WHI CH THE CORPORATION IS

SUBJECT TO THE TAX | MPGSED BY ARTICLE | V.

(G THE ALLOCATI ON OF | NCOVE AND EXPENSE | TEMS TO BE TAKEN

I NTO CONSI DERATI ON I N EACH SHORT YEAR SHALL BE MADE I N

ACCORDANCE W TH SUCH REGULATI ONS AS MAY BE | SSUED BY THE

DEPARTMENT.

SECTI ON 307.6. ELECTI ON AFTER REVOCATI ON OR TERM NATION. --1F

A CORPORATI ON HAS VADE AN ELECTI ON UNDER SECTI ON 307 _AND | F SUCH

19830H0743B2178 - 7 -
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ELECTI ON HAS BEEN REVOKED OR TERM NATED, SUCH CORPORATI ON, AND

ANY SUCCESSOR CORPORATION, SHALL NOT _BE ELI G BLE TO MAKE AN

ELECTI ON UNDER SECTI ON 307 FOR ANY TAXABLE YEAR PRIOR TO I TS

FI FTH TAXABLE YEAR VH CH BEG NS AFTER THE FI RST TAXABLE YEAR FOR

VH CH SUCH REVOCATI ON OR TERM NATI ON | S EFFECTI VE.

SECTI ON 307.7. TAXABLE YEAR OF A PENNSYLVANIA S

CORPORATI ON. - - THE TAXABLE YEAR OF A PENNSYLVANI A S CORPCORATI ON

SHALL BE THE SAME TAXABLE YEAR VH CH THE CORPORATI ON USES FOR

FEDERAL | NCOVE TAX PURPOSES.

SECTI ON 307.8. I NCOVE OF A PENNSYLVANI A S CORPORATION. --(A)

A PENNSYLVANIA S CORPORATI ON AS SUCH SHALL NOT_BE SUBJECT TO THE

TAX MPCSED BY THI S ARTICLE, BUT THE SHAREHO.DERS OF THE

PENNSYLVANI A S CORPORATI ON SHALL BE SUBJECT TO THE TAX | MPOSED

UNDER THI S ARTICLE AS PROVIDED IN TH S ARTI CLE.

(B) NO DEDUCTI ON SHALL BE ALLOWNED FOR TAXES BASED ON | NCOVE

OR TAXES PAI D BY THE PENNSYLVANI A S CORPORATI ON PURSUANT TO

SUBCHAPTER S OF CHAPTER 1 OR SECTION 58(D) OF THE | NTERNAL

REVENUE CODE OF 1954, AS AMENDED AS OF JANUARY 1, 1983.

(© _ I F A PENNSYLVANIA S CORPORATI ON MAKES A DI STRI BUTI ON OF

PROPERTY, OTHER THAN AN OBL| GATI ON OF SUCH CORPORATI ON, W TH

RESPECT TO I TS STOCK AND THE FAI R MARKET VALUE COF SUCH PROPERTY

EXCEEDS | TS ADJUSTED BASI S I N THE HANDS OF THE CORPORATI ON, THEN

GAIN SHALL BE RECOGNI ZED ON THE DI STRI BUTI ON AS | F THE PROPERTY

HAD BEEN SOLD TO THE DI STRI BUTEE AT | TS FAI R MARKET VALUE.

(D) ANY ELECTI ON WHI CH MAY AFFECT THE COVPUTATI ON OF | TEMS

DERI VED FROM A PENNSYLVANI A S CORPORATI ON SHALL BE MADE BY THE

CORPORATI ON.

(E) ANY DEDUCTI ON, EXCEPT A NET OPERAFNG LOSS DEDUCTI ON,

VH CH WAS DI SALLOVNED VWHEN A CORPORATI ON WAS SUBJECT TO THE TAX

| MPOSED UNDER ARTICLE |V SHALL BE ALLOVNED IN YEARS IN VWH CH THE

19830H0743B2178 - 8 -
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CORPORATI ON IS A PENNSYLVANI A S CORPORATI ON TO THE SAME EXTENT

AND N THE SAVE MANNER THAT THE DEDUCTI ON WOULD HAVE BEEN

ALLOANED | F THE CORPORATI ON HAD REMAI NED SUBJECT TO THE TAX

| MPOSED UNDER ARTI CLE V.

SECTI ON 307.9. I NCOVE OF PENNSYLVANI A S CORPORATI ONS TAXED

TO SHAREHOLDERS. - - (A) EACH SHAREHOLDER OF A PENNSYLVANIA S

CORPORATI ON SHALL TAKE [ NTO | NCOVE SUCH SHAREHOLDER S PRO RATA

SHARE OF THE | NCOVE OR LGSS | N EACH APPLI CABLE CLASS OF | NCOVE

RECEI VED BY THE CORPORATION FOR I TS TAXABLE YEAR ENDI NG W THI N

OR WTH THE SHAREHOLDER S TAXABLE YEAR.

(B) EACH SHAREHOLDER S PRO RATA SHARE OF ANY | TEM FOR ANY

TAXABLE YEAR SHALL BE THE SUM OF THE AMOUNTS DETERM NED W TH

RESPECT TO THE SHAREHOLDER BY ASSI GNI NG AN EQUAL PORTION OF ALL

| TEMS TO EACH DAY OF THE TAXABLE YEAR AND THEN BY DI VI DI NG THAT

PORTI ON PRO RATA AMONG THE SHARES OUTSTANDI NG ON SUCH DAY.

(G THE CHARACTER OF ANY I TEM INCLUDED I N THE SHAREHOLDER S

PRO RATA SHARE SHALL BE DETERM NED AS | F SUCH | TEM WAS WERE <—

REALI ZED DI RECTLY BY THE SHAREHOLDER FROM THE SOURCE FROM VH CH

| T WAS REALI ZED BY THE CORPORATI ON OR | NCURRED I N THE SAME

MANNER AS | NCURRED BY THE CORPORATI ON.

(D) WTH RESPECT TO ANY DEDUCTI ON ALLOWED PURSUANT TO

SECTI ON 307. 8(E), ANY NONRESI DENT SHAREHOLDER SHALL BE ALLOWED

SUCH DEDUCTI ON ONLY TO THE EXTENT THAT THE PREVI OUSLY DI SALLOWED

DEDUCTI ON WOULD HAVE BEEN CONSI DERED A DEDUCTI ON RELATED TO

I NCOVE FROM SOURCES WTHIN TH S COWONWEALTH, W THI N THE MEANI NG

OF_SECTI ON 301(K), DURI NG THE TAXABLE YEAR WHEN THE DEDUCTI ON

WAS DI SALLOWED.

SECTI ON 307.10. LIMTATION ON PASS-THRU OF LOSSES TO

SHAREHOLDERS. - - (A) THE AGGREGATE AMOUNT OF LOSSES TAKEN | NTO

ACCOUNT _BY A SHAREHOLDER OF A PENNSYLVANI A S CORPORATI ON UNDER

19830H0743B2178 - 9 -
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SECTI ON 307.9 SHALL NOT EXCEED THE SUM OF THE ADJUSTED BASI S OF

THE SHAREHOLDER S STOCK | N THE PENNSYLVANI A S CORPORATI ON,

DETERM NED AFTER APPLYI NG SECTI ON 307.11(A) FOR THE TAXABLE YEAR

AND THE SHAREHOLDER S ADJUSTED BASI S OF ANY | NDEBTEDNESS OF THE

PENNSYLVANI A S CORPORATI ON TO THE SHAREHOLDER, DETERM NED BEFORE

APPLYI NG SECTION 307.11(D) FOR THE TAXABLE YEAR

(B) THERE SHALL BE NO CARRYOVER OF LOSSES BY THE

SHAREHOLDERS COF THE PENNSYLVANI A S CORPORATI ON.

SECTI ON 307.11. ADJUSTMENTS TO THE BASI S OF THE STOCK OF

SHAREHOLDERS. - - (A)  THE BASIS OF THE STOCK OF ANY SHAREHOLDER | N

A PENNSYLVANI A S CORPORATI ON SHALL BE | NCREASED FOR ANY PERI CD <—

BY HS SHARE OF THE CORPORATI ON' S | NCOVE, | NCLUDI NG NONTAXABLE

| NCOVE, AS DETERM NED UNDER SECTI ON 307. 9.

(B) THE BASIS OF ANY SHAREHOLDER S STOCK I N A PENNSYLVANI A S

CORPORATI ON SHALL BE DECREASED FOR ANY PERI OD, BUT NOT BELOW <—

ZERO, _BY ANY DI STRI BUTI ON BY THE CORPORATI ON TO THE SHAREHOLDER

VH CH WAS NOT | NCLUDED I'N THE | NCOME OF THE SHAREHOLDER PURSUANT

TO SECTION 307.12 AND BY HS SHARE OF THE CORPORATI ON S LOSSES

AS DETERM NED UNDER SECTI ON 307.9 TO THE EXTENT THAT THE LOSS

REDUCED THE SHAREHOLDER S | NCOME SUBJECT TO THE TAX | MPOSED

UNDER THI S ARTI CLE OR A TAX MEASURED BY NET | NCOVE, | MPOSED ON

THE SHAREHOLDER BY ANY OTHER STATE.

(GO IF FOR ANY TAXABLE YEAR ANY SHAREHO.DER S BASIS IN THE

STOCK OF A PENNSYLVANIA S CORPORATION IS REDUCED TO ZERO, _ANY

EXCESS LOSSES W LL REDUCE THE SHAREHOLDER S BASI S, BUT NOT BELOW

ZERO, | N ANY | NDEBTEDNESS OF THE PENNSYLVANI A S CORPORATION TO

THE SHAREHOLDER.

(D) IF A SHAREHOLDER S BASI S I N ANY | NDEBTEDNESS | S REDUCED

UNDER SUBSECTION (C) OF THI S SECTI ON, THEN SUCH REDUCTI ON SHALL

BE RESTORED BEFORE THE SHAREHOLDER' S BASI S | N THE PENNSYLVANIA S

19830H0743B2178 - 10 -
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CORPORATI ON' S STOCK |'S | NCREASED.

SECTI ON 307.12. DI STRIBUTIONS.--(A) A DI STRI BUTI ON OF

PROPERTY BY A PENNSYLVANI A S CORPORATI ON VWHI CH HAS NO

ACCUMULATED EARNI NGS AND PRCFI TS TO A SHAREHOLDER OF THE

CORPORATI ON SHALL NOT BE I NCLUDED IN THE SHAREHOLDER S | NCOVE TO

THE EXTENT THAT I T DOES NOT EXCEED THE SHAREHOLDER S ADJUSTED

BASIS IN THE STOCK. ANY AMOUNT OF THE DI STRI BUTI ON | N EXCESS OF

THE ADJUSTED BASIS IN THE STOCK SHALL BE TREATED AS A GAIN FROM

THE SALE, EXCHANGE OR OTHER DI SPOSI TI ON OF PROPERTY.

(B) A DI STRIBUTI ON OF PROPERTY BY A PENNSYLVANIA S

CORPORATI ON WHI CH HAS ACCUMULATED EARNI NGS AND PROFI TS SHALL BE

TREATED IN THE SAME MANNER AS A DI STRIBUTI ON BY A PENNSYLVANIA S

CORPORATI ON W THOUT EARNI NGS AND PROFITS TO THE EXTENT OF THE

CORPORATI ON' S ACCUMULATED ADJUSTIVENT ACCOUNT. THAT PORTI ON OF

THE DI STRI BUTI ON I N EXCESS OF THE ACCUMULATED ADJUSTNMENT ACCOUNT

WLL BE TREATED AS A DI VIDEND TO THE EXTENT OF THE ACCUMJULATED

EARNI NGS AND PROFI TS OF THE CORPORATI ON. ANY PORTI ON OF THE

DI STRIBUTION I N EXCESS OF THE ACCUMULATED EARNI NGS AND PROFI TS

OF THE CORPORATI ON SHALL BE TREATED IN THE SAME MANNER AS A

DI STRI BUTI ON FROM A PENNSYLVANI A S CORPORATI ON W THOUT

ACCUMULATED EARNI NGS AND PRCFI TS.

(©) ACCUMULATED ADJUSTMENT ACCOUNT MEANS AN ACCOUNT OF THE

PENNSYLVANI A S CORPORATION VHICH IS CUMJULATI VELY ADJUSTED FOR

THE MOST RECENT CONTI NUOUS PERI GD DURI NG WHI CH THE CORPORATI ON

HAS BEEN A PENNSYLVANI A S CORPORATI ON BY | NCREASI NG THE ACCOUNT

FOR CORPORATE | NCOVE AND DECREASI NG THE ACCOUNT FOR CORPORATE

LOSSES AND ALL DI STRI BUTI ONS OF PROPERTY BY THE CORPORATI ON TO

THE SHAREHOLDERS WHI CH WERE NOT | NCLUDED IN THE | NCOVE_COF THE

SHAREHOLDERS: PROVI DED, THAT NO ADJUSTMENT SHALL BE MADE FOR ANY

I NCOVE OR LOSS NOT I N ANY OF THE CLASSES OF | NCOVE ENUMERATED I N
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SECTI ON 303 _OR FOR ANY NON- DEDUCTI BLE EXPENSE.

(D) IN THE CASE OF A NON- PRO RATA Di STRI BUTI ON OF PROPERTY,

THE ADJUSTMENT SHALL BE LIM TED TO AN AMOUNT WH CH BEARS THE

SAME RATI O TO THE BALANCE | N SUCH ACCOUNT AS THE NUMBER OF

SHARES SOLD, EXCHANGED OR OTHERW SE DI SPOSED OF BEARS TO THE

NUMBER OF SHARES | N THE CORPORATI ON OUTSTANDI NG | MVEDI ATELY

BEFORE SUCH SALE, EXCHANGE OR DI SPOSI TI ON.

SECTION 5. SECTION 314 OF THE ACT, ADDED AUGUST 31, 1971

© o0 N oo o A~ wWw N P

(P.L.362, NO 93), IS AVENDED TO READ:

=Y
o

SECTI ON 314. | NCOVE TAXES | MPOSED BY OTHER STATES. --(A) A

=
=

RES|I DENT TAXPAYER BEFORE ALLOMNCE OF ANY CREDI T UNDER SECTI ON

=
N

312 SHALL BE ALLOVWED A CREDI T AGAI NST THE TAX OTHERW SE DUE

=
w

UNDER THI S ARTI CLE FOR THE AMOUNT OF ANY | NCOVE TAX, WAGE TAX OR

H
o

TAX ON OR MEASURED BY CGROSS OR NET EARNED OR UNEARNED | NCOVE

=Y
(63}

| MPOSED ON HHM OR ON A PENNSYLVANITA S CORPORATION INWHICHHE IS

=Y
(e}

A SHAREHOLDER, TO THE EXTENT OF H S PRO RATA SHARE THERECF

=
\l

DETERM NED | N ACCORDANCE W TH SECTI ON 307.9, BY ANOTHER STATE

=Y
oo

W TH RESPECT TO | NCOVE VWHI CH | S ALSO SUBJECT TO TAX UNDER THI S

=
O

ARTI CLE.

N
o

(B) THE CREDI T PROVI DED UNDER THI S SECTI ON SHALL NOT EXCEED

N
=

THE PROPORTI ON OF THE TAX OTHERW SE DUE UNDER THI S ARTI CLE THAT

N
N

THE AMOUNT OF THE TAXPAYER S | NCOVE SUBJECT TO TAX BY THE OTHER

N
w

JURI SDI CTI ON BEARS TO HI S ENTI RE TAXABLE | NCOVE.

N
~

SECTION 6. THE ACT IS AMENDED BY ADDI NG A SECTI ON TO READ:

N
(63}

SECTI ON 330.1. RETURN OF PENNSYLVANIA S CORPORATION. --(A

N
(e}

EVERY PENNSYLVANIA S CORPORATI ON SHALL MAKE A RETURN FOR EACH

N
~

TAXABLE YEAR, STATING SPECIFICALLY ALL | TEMS OF GROSS | NCOVE AND

N
oo

DEDUCTI ONS, THE NAMES AND ADDRESSES OF ALL PERSONS OMNNI NG STOCK

N
(o]

N THE CORPORATI ON AT ANY TI ME DURI NG THE TAXABLE YEAR, THE

30 NUMBER OF SHARES OF STOCK OMED BY EACH SHAREHOLDER AT _ALL TI MES
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DURI NG THE TAXABLE YEAR, THE AMOUNT_ OF MONEY AND OTHER PROPERTY

DI STRI BUTED BY THE CORPORATI ON DURI NG THE TAXABLE YEAR TO EACH

SHAREHOLDER, THE DATE OF EACH DI STRI BUTI ON, EACH SHAREHOLDER S

PRO RATA SHARE OF EACH | TEM OF THE CORPORATI ON FOR THE TAXABLE

YEAR AND SUCH OTHER | NFORVATI ON AS THE DEPARTMENT NAY REQUI RE.

(B) THE RETURN SHALL BE FILED ON OR BEFORE THE DATE WHEN THE

CORPORATI ON' S FEDERAL | NCOVE TAX RETURN |'S DUE.

(G EVERY PENNSYLVANIA S CORPORATION SHALL ALSO SUBM T TO

THE DEPARTMENT A TRUE COPY OF THE | NCOME TAX RETURN FILED WTH

THE FEDERAL GOVERNMENT AT THE TI ME THE RETURN REQUI RED UNDER

SUBSECTION (A) IS FILED.

SECTION 7. SECTI ONS 401(1), 401(3)1. AND 401(3)2.(A)(1)(E)
OF THE ACT, AMENDED DECEMBER 21, 1981 (P.L.482, NO 141), ARE
AVENDED AND A SUBCLAUSE | S ADDED TO READ:

SECTI ON 401. DEFI NI TI ONS. - - THE FOLLOW NG WORDS, TERMS, AND
PHRASES, WHEN USED I N THI'S ARTI CLE, 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:

(1) "CORPORATION." A CORPORATI ON HAVI NG CAPI TAL STOCK,

JOI NT- STOCK ASSOCI ATI ON, OR LI M TED PARTNERSHI P El THER ORGANI ZED
UNDER THE LAWS OF THI'S COWONWEALTH, THE UNI TED STATES, OR ANY
OTHER STATE, TERRI TORY, OR FOREI GN COUNTRY, OR DEPENDENCY, AND
(1) DO NG BUSI NESS IN THI'S COWONEALTH, OR (11) CARRYI NG ON
ACTIVITIES IN TH'S COWONVEALTH, (I11) HAVI NG CAPI TAL OR
PROPERTY EMPLOYED OR USED | N TH' S COMMONVEALTH, OR (1V) O NG
PROPERTY | N TH' S COMVONVEALTH, BY OR I N THE NAME OF | TSELF, OR
ANY PERSON, PARTNERSHI P, ASSOCI ATI ON, LI M TED PARTNERSHI P,

JOI NT- STOCK ASSOCI ATI ON OR CORPORATI ON.  THE WORD " CORPORATI ON'
SHALL NOT | NCLUDE BUI LDI NG AND LOAN ASSOCI ATI ONS, BANKS, BANK
AND TRUST COMVPANI ES, NATI ONAL BANKS, SAVI NGS | NSTI TUTI ONS, TRUST
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COVPANI ES, | NSURANCE AND SURETY COVPANI ES AND PENNSYLVANI A S

CORPORATI ONS.

* * %

(3) "TAXABLE INCOVE." 1. (A) |IN CASE THE ENTI RE BUSI NESS
OF THE CORPORATI ON | S TRANSACTED WTHI N THI S COVWWONWEALTH, FOR
ANY TAXABLE YEAR WHI CH BEG NS ON OR AFTER JANUARY 1, 1971,
TAXABLE | NCOVE FOR THE CALENDAR YEAR OR FI SCAL YEAR AS RETURNED
TO AND ASCERTAI NED BY THE FEDERAL GOVERNMENT, OR IN THE CASE OF
A CORPORATI ON PARTI CI PATI NG I N THE FI LI NG OF CONSCLI DATED
RETURNS TO THE FEDERAL GOVERNMENT, THE TAXABLE | NCOVE VH CH
WOULD HAVE BEEN RETURNED TO AND ASCERTAI NED BY THE FEDERAL
GOVERNMENT | F SEPARATE RETURNS HAD BEEN MADE TO THE FEDERAL
GOVERNMENT FOR THE CURRENT AND PRI OR TAXABLE YEARS, SUBJECT,
HONEVER, TO ANY CORRECTI ON THEREOF, FOR FRAUD, EVASI ON, OR ERROR
AS FI NALLY ASCERTAI NED BY THE FEDERAL GOVERNVENT.

(B) ADDI TI ONAL DEDUCTI ONS SHALL BE ALLOWED FROM TAXABLE
I NCOVE ON ACCOUNT OF ANY DI VI DENDS RECEI VED FROM ANY OTHER
CORPCORATI ON BUT ONLY TO THE EXTENT THAT SUCH DI VI DENDS ARE
I NCLUDED | N TAXABLE | NCOVE AS RETURNED TO AND ASCERTAI NED BY THE
FEDERAL GOVERNMENT.

(© FURTHER ADDI TI ONAL DEDUCTI ONS SHALL BE ALLOWED FROM
TAXABLE | NCOVE | N AN AMOUNT EQUAL TO THE AMOUNT OF ANY REDUCTI ON
IN AN EMPLOYER S DEDUCTI ON FOR WAGES AND SALARI ES AS A RESULT OF
THE EMPLOYER TAKING A CREDIT FOR "NEW JOBS" OR " TARGETED JOBS'
PURSUANT TO SECTI ON 44B OR SECTION 51 OF THE | NTERNAL REVENUE
CODE.

(D) TAXABLE I NCOVE W LL I NCLUDE THE SUM OF THE FOLLOW NG TAX
PREFERENCE | TEMS AS DEFI NED I N SECTI ON 57 OF THE | NTERNAL
REVENUE CCDE, AS AMENDED, (1) EXCESS | NVESTMENT | NTEREST; (I1)
ACCELERATED DEPRECI ATI ON ON REAL PROPERTY; (111) ACCELERATED

19830H0743B2178 - 14 -



DEPRECI ATI ON ON PERSONAL PROPERTY SUBJECT TO A NET LEASE; (1V)
AMORTI ZATI ON OF CERTI FI ED POLLUTI ON CONTROL FACI LI TIES; (V)
AMORTI ZATI ON OF RAI LROAD ROLLI NG STOCK; (V1) STOCK OPTI ONS;
(VI1) RESERVES FOR LOSSES ON BAD DEBTS OF FI NANCI AL

I NSTI TUTIONS; (VI11) CAPITAL GAINS; AND (I X) ACCELERATED COST
RECOVERY DEDUCTI ON UNDER SECTI ON 57(A) (12) (B) OF THE | NTERNAL
REVENUE CODE, BUT ONLY TO THE EXTENT THAT SUCH PREFERENCE | TEMS
ARE NOT | NCLUDED | N "TAXABLE | NCOVME" AS RETURNED TO AND

© o0 N oo o A~ wWw N P

ASCERTAI NED BY THE FEDERAL GOVERNVENT.

=Y
o

(E) TAXABLE | NCOVE FOR TAX YEARS ENDI NG I N 1981, 1982 AND

=
=

1983 WLL ALSO I NCLUDE THE AMOUNT OF THE DEDUCTI ON RELATED TO

=
N

DEPRECI ATI ON CLAI MED AND ALLOWABLE UNDER SECTI ON 168,

=
w

ACCELERATED COST RECOVERY SYSTEM | NTERNAL REVENUE CODE OF 1954,

H
o

AS AVENDED BY THE ECONOM C RECOVERY TAX ACT OF 1981, OTHER THAN

=Y
(63}

| TEMS OF TAX PREFERENCE UNDER SECTI ON 57 VWH CH HAVE BEEN

=Y
(e}

| NCLUDED | N TAXABLE | NCOVE.

=
\l

(F) FOR THE TAX YEARS BEGQ NNI NG AND ENDI NG I'N 1981 AND 1982

=Y
oo

A DEDUCTI ON SHALL BE ALLOVWED FROM TAXABLE | NCOVE TO THE EXTENT

=
O

OF THE DEDUCTI ON FOR DEPRECI ATI ON WH CH WOULD HAVE BEEN

N
o

ALLOMBLE ON SUCH RECOVERY PROPERTY UNDER SECTION 167 OF THE

N
=

| NTERNAL REVENUE CODE OF 1954, AS AMENDED, PRI OR TO AVENDMENT BY

N
N

THE ECONOM C RECOVERY TAX ACT OF 1981.

N
w

(G FOR THE TAX YEAR BEG NNI NG AND ENDI NG I N 1983 A

N
~

DEDUCTI ON SHALL BE ALLOVWED FROM TAXABLE | NCOVE TO THE EXTENT OF

N
(63}

THE DEDUCTI ON FOR DEPRECI ATI ON VWH CH WOULD HAVE BEEN ALLOWABLE

N
(e}

ON SUCH RECOVERY PROPERTY UNDER SECTI ON 167 OF THE | NTERNAL

N
~

REVENUE CODE OF 1954, AS AMENDED, PRI OR TO AMENDMENT BY THE

N
oo

ECONOM C RECOVERY TAX ACT OF 1981, PLUS AN ADDI TI ONAL DEDUCTI ON

N
(o]

TO THE EXTENT OF ONE- HALF OF THE DEDUCTI ON RELATED TO
30 DEPRECI ATI ON CLAI MED AND ALLOWABLE ON SUCH RECOVERY PROPERTY
19830H0743B2178 - 15 -
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UNDER SECTI ON 168 OF THE | NTERNAL REVENUE CODE OF 1954, AS
AMENDED, | N EXCESS OF THE DEDUCTI ON FOR DEPRECI ATI ON WH CH WOULD
HAVE BEEN ALLOWABLE ON SUCH RECOVERY PROPERTY UNDER SECTI ON 167
OF THE | NTERNAL REVENUE CODE OF 1954, AS AMENDED, PRIOR TO
AMENDMENT BY THE ECONOM C RECOVERY TAX ACT OF 1981, | F ANY.

(H FOR TAX YEARS BEG NNI NG I N 1984, AND FOR SUBSEQUENT
YEARS, THERE SHALL BE ALLOWED AS A DEDUCTI ON RELATED TO
DEPRECI ATI ON THE AMOUNT ALLOMBLE UNDER SECTI ON 168 OF THE
I NTERNAL REVENUE CODE, AS AMENDED, W TH RESPECT TO RECOVERY
PROPERTY.

(1) FOR ALL RECOVERY PROPERTY THE AMOUNTS DI SALLONED AS A
CONSEQUENCE OF THE AFORESAI D ADJUSTMENTS SHALL BE RECOVERED BY
AN ADDI TI ONAL DEDUCTI ON FROM TAXABLE | NCOVE RETURNED TO AND
ASCERTAI NED BY THE FEDERAL GOVERNVMENT | N TAX YEARS COMMENCI NG | N
1984 OF ONE- FOURTH OF THE SUM PER YEAR OR TEN THOUSAND DCOLLARS
($10,000) PER YEAR, WH CHEVER | S GREATER, UNTIL THE TOTAL AMOUNT
HAS BEEN RECOVERED.

(J) |IN THE CASE OF FI SCAL YEAR TAXPAYERS, THE DEDUCTI ON FROM
TAXABLE | NCOVE RELATED TO DEPRECI ATI ON SHALL BE PRORATED SO AS
TO REFLECT THE RELATI VE PORTI ONS OF EACH OF THE CALENDAR YEARS
1981, 1982 AND 1983 | NCLUDED | N THE TAXPAYER S FI SCAL YEAR, IN A
MANNER PURSUANT TO REGULATI ONS TO BE PROMULGATED BY THE
SECRETARY.

(K) A TAXPAYER REPORTI NG ON A 52-53 WEEK BASI S WHI CH CLOSES
I TS FI SCAL YEAR ON ANY OF THE LAST SEVEN DAYS I N DECEMBER OR THE
FI RST SEVEN DAYS OF JANUARY | S DEEMED A CALENDAR YEAR TAXPAYER
WTH A YEAR ENDI NG DATE OF DECEMBER 31.

(L) FOR THE PURPOSE COF COVPUTI NG THE DEPRECI ATI ON DEDUCTI ON
VWH CH WOULD HAVE BEEN ALLOWMABLE UNDER SECTI ON 167 OF THE
| NTERNAL REVENUE CODE OF 1954, AS AMENDED, PRI OR TO AVENDMENT BY
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THE ECONOM C RECOVERY TAX ACT OF 1981: (1) TAX PREFERENCE | TEMS
AS SET FORTH ABOVE SHALL NOT BE | NCLUDED; (11) PROPERTY SHALL BE
DEPRECI ATED FOR A PERIOD AND WTH A METHOD CONSI STENT W TH THAT
EMPLOYED FOR SI M LAR PROPERTY I N PRI OR YEARS; AND (I11) FOR
TAXABLE YEARS 1982 AND 1983, NO DEDUCTI ON SHALL BE ALLOVWED FOR
ADDI TI ONAL FI RST YEAR DEPRECI ATI ON ON SECTI ON 179 PROPERTY.

(M NO DEDUCTI ON SHALL BE ALLOWAED FOR [ NET OPERATI NG LOSSES
SUSTAI NED BY THE CORPORATI ON DURI NG ANY OTHER FI SCAL OR CALENDAR
YEAR: PROVI DED, THAT FOR THE CALENDAR YEAR 1981 AND FI SCAL YEARS
BEG NNI NG I N 1981 AND THEREAFTER, A] THE AMOUNT OF THE NET

OPERATI NG LOSS[, AS PROVI DED BY] DEDUCTI ON TAKEN UNDER SECTI ON

172 OF THE | NTERNAL REVENUE CODE[, SHALL BE ALLOWED AS A
DEDUCTI ON AND A CARRYOVER PURSUANT TO THE FOLLOW NG SCHEDULE:

NET OPERATI NG LOSS FOR YEAR CARRYOVER
1981 1 YEAR
1982 2 YEARS
1983 AND THEREAFTER 3 YEARS

THE NET OPERATI NG LOSS SHALL BE CARRI ED TO THE EARLI EST OF THE
TAXABLE YEARS TO WHI CH, UNDER THI S SCHEDULE, SUCH LOSS MAY FI RST
BE CARRI ED) .

(N) IN THE CASE OF REGULATED | NVESTMENT COVPANI ES AS DEFI NED
BY THE | NTERNAL REVENUE CCDE OF 1954, AS AMENDED, " TAXABLE
I NCOVE" SHALL BE | NVESTMENT COMPANY TAXABLE | NCOVE AS DEFI NED I N
THE AFORESAI D | NTERNAL REVENUE CODE OF 1954, AS AMENDED.

(O IN ARRI VI NG AT "TAXABLE | NCOVE" FOR FEDERAL TAX PURPOSES
FOR ANY TAXABLE YEAR BEG NNI NG ON OR AFTER JANUARY 1, 1981, NO
DEDUCTI ON SHALL BE ALLOVWED FOR TAXES | MPOSED ON OR MEASURED BY
NET | NCOMVE.
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2. I N CASE THE ENTI RE BUSI NESS OF ANY CORPORATI ON, OTHER

THAN A CORPORATI ON ENGAGED | N DOl NG BUSI NESS AS A REGULATED
| N\VESTMENT COVPANY AS DEFI NED BY THE | NTERNAL REVENUE CODE OF
1954, AS AVENDED, 1S NOT TRANSACTED W THIN TH' S COMMONVEALTH,
THE TAX | MPOSED BY THI S ARTI CLE SHALL BE BASED UPON SUCH PORTI ON
OF THE TAXABLE | NCOVE OF SUCH CORPORATI ON FOR THE FI SCAL OR
CALENDAR YEAR AS DEFI NED | N SUBCLAUSE 1 HEREOF, AND MAY BE
DETERM NED AS FOLLOWS:

(A) DIVISION OF | NCOME.

(1) AS USED IN TH S DEFI NI TI ON, UNLESS THE CONTEXT OTHERW SE
REQUI RES:

(E) "SALES' MEANS ALL GROSS RECEI PTS OF THE TAXPAYER NOT
ALLOCATED UNDER THI'S DEFI NI TI ON OTHER THAN DI VI DENDS RECEI VED,

| NTEREST ON UNI TED STATES, STATE OR POLI TI CAL_SUBDI VI SI ON

OBLI GATI ONS AND GROSS RECEI PTS HERETOFORE OR HEREAFTER RECEI VED

FROM THE SALE, REDEMPTI ON, MATURI TY OR EXCHANGE OF SECURI TI ES,
EXCEPT THOSE HELD BY THE TAXPAYER PRI MARI LY FOR SALE TO
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CUSTOVERS | N THE ORDI NARY COURSE OF | TS TRADE OR BUSI NESS.

* * %

4. (A FOR TAXABLE YEARS BEG NNING I N 1982 AND THEREAFTER,

A NET LOSS DEDUCTI ON SHALL BE ALLOVNED FROM TAXABLE | NCOVE AS

ARRI VED AT UNDER SUBCLAUSE 1, OR I F APPL| CABLE, SUBCLAUSE 2.

(B) A NET LOSS FOR A TAXABLE YEAR IS THE NEGATI VE_ AMOUNT FOR

SAI D TAXABLE YEAR DETERM NED UNDER SUBCLAUSE 1, ORI F

APPLI CABLE, SUBCLAUSE 2. FORTHEPURPOSE-OFGCALCULATING-ANET <—

EOSS—PURSUANT—TO-SUBCLAUSE 2 —NEGATHVE NEGATI VE AMOUNTS UNDER <—

SUBCLAUSE 1 SHALL BE ALLOCATED AND APPORTI ONED IN THE SAME

MANNER AS POSI TI VE AMOUNTS.

(€ THE NET LOSS DEDUCTI ON SHALL BE THE LESSER OF THE AMOUNT

OF THE NET LOSS OR LOSSES VWH CH MAY BE CARRI ED OVER TO THE

TAXABLE YEAR OR TAXABLE | NCOVE _AS DETERM NED UNDER SUBCLAUSE 1,

OR IF_APPLI CABLE, SUBCLAUSE 2. A NET LGOSS FOR A TAXABLE YEAR NAY

ONLY BE CARRI ED OVER PURSUANT TO THE FOLLOW NG SCHEDULE:

TAXABLE YEAR CARRYOVER
1981 _1 YEAR
1982 _2 YEARS
1983 AND THEREAFTER 3 YEARS

THE EARLIEST NET LGSS SHALL BE CARRI ED OVER TO THE EARLI EST

TAXABLE YEAR TO VHICH I T MAY BE CARRI ED UNDER TH S SCHEDULE.

(D) NO LOSS SHALL BE A CARRYOVER FROM A TAXABLE YEAR WHEN <—

THE CORPORATI ON ELECTS TO BE TREATED AS A PENNSYLVANI A S

CORPORATI ON PURSUANT TO SECTION 307 OF ARTICLE I'll OF TH S ACT

TO A TAXABLE YEAR VHEN THE CORPORATION IS SUBJECT TO THE TAX

| MPOSED UNDER THI' S ARTI CLE.

(E) PARAGRAPH (D) SHALL NOT_ PREVENT A TAXABLE YEAR VHEN A

CORPORATI ON IS A PENNSYLVANI A S CORPORATI ON FROM BEI NG

CONS| DERED A TAXABLE YEAR FOR DETERM NI NG THE NUMBER OF YEARS TO
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VH CH A NET LGSS MAY BE A CARRYOVER

(F) FOR PURPOSES OF THE NET_LOSS DEDUCTI ON, THE SHORT

TAXABLE YEAR OF A CORPORATI ON, AFTER THE REVOCATI ON OR

TERM NATI ON OF AN ELECTI ON TO BE TREATED AS A PENNSYLVANI A S

CORPORATI ON PURSUANT TO SECTI ONS 307.3_AND 307.4 OF ARTICLE 111

OF TH S ACT, SHALL BE TREATED AS A TAXABLE YEAR.

SECTI ON 8. SECTION 602 OF THE ACT, AMENDED AUGUST 31, 1971
(P.L.362, NO 93), JULY 20, 1974 (P.L.542, NO 186) AND JULY 1,
1978 (P.L.594, NO 114), |S AMENDED TO READ:

SECTI ON 602. | MPCSI TION OF TAX.--(A) THAT EVERY DOVESTI C
CORPCORATI ON OTHER THAN CORPORATI ONS OF THE FI RST CLASS,

NONPROFI T CORPORATI ONS, AND COOPERATI VE AGRI CULTURAL

ASSCCl ATI ONS NOT HAVI NG CAPI TAL STOCK AND NOT CONDUCTED FOR
PROFI T, AND EVERY JO NT- STOCK ASSOCI ATI ON, LI M TED PARTNERSHI P,
AND COVPANY VWHATSOEVER, FROM VH CH A REPORT |'S REQUI RED UNDER
SECTI ON 601 HEREOF, SHALL BE SUBJECT TO, AND PAY I NTO THE
TREASURY OF THE COMVONVEALTH ANNUALLY, THROUGH THE DEPARTMENT OF
REVENUE, A TAX WVHICH | S THE CGREATER OF (1) SEVENTY-FI VE DOLLARS

($75) OR (11) THE AMOUNT COWVPUTED AT THE RATE OF TEN M LLS, UPON

EACH DOLLAR OF THE ACTUAL VALUE OF I TS WHOLE CAPI TAL STOCK OF
ALL KI'NDS, | NCLUDI NG COMMON, SPECI AL, AND PREFERRED, AS
ASCERTAI NED | N THE MANNER PRESCRI BED I N SECTI ON 601, FOR THE
CALENDAR YEAR 1971 AND THE FI SCAL YEAR BEG NNI NG I N 1971 AND
EACH YEAR THEREAFTER, EXCEPT THAT ANY DOVESTI C CORPORATI ON,

LI M TED PARTNERSHI P, JO NT- STOCK ASSCCI ATI ON OR COMPANY SUBJECT
TO THE TAX PRESCRI BED HEREI N MAY ELECT TO COVPUTE AND PAY I TS
TAX UNDER AND | N ACCORDANCE W TH THE PROVI SI ONS OF SUBSECTI ON

(B) OF THI'S SECTI ON 602: PROVI DED, THAT EXCEPT FOR THE
| MPOSI TI ON OF THE SEVENTY-FI VE DOLLAR ($75) M NI MUM TAX, THE

PROVI SIONS OF THI' S SECTI ON SHALL NOT APPLY TO THE TAXATI ON OF
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THE CAPI TAL STOCK OF CORPORATI ONS, LI M TED PARTNERSH PS AND

JA NT- STOCK ASSOCI ATI ONS ORGANI ZED FOR MANUFACTURI NG,

PROCESSI NG RESEARCH OR DEVELOPMENT PURPOSES, WHI CH IS | NVESTED
I N AND ACTUALLY AND EXCLUSI VELY EMPLOYED | N CARRYlI NG ON
MANUFACTURI NG, PROCESSI NG, RESEARCH OR DEVELOPMENT W THI N THE
STATE, EXCEPT SUCH COVPANI ES AS ENJOY AND EXERCI SE THE RI GHT OF
EM NENT DOVAI N, BUT EVERY CORPORATI ON, LI M TED PARTNERSH P OR
JA NT- STOCK ASSOCI ATI ON ORGANI ZED FOR THE PURPCSE OF

© o0 N oo o A~ wWw N P

MANUFACTURI NG, PROCESSI NG, RESEARCH OR DEVELOPMENT EXCEPT SUCH

=Y
o

COVPANI ES AS ENJOY AND EXERCI SE THE RI GHT OF EM NENT DOVAI N

=
=

SHALL PAY THE STATE TAX OF THE GREATER OF (1) SEVENTY-FI VE

=
N

DOLLARS ($75) OR (II) THE AMOUNT COVPUTED AT THE RATE OF TEN

=
w

M LLS [ HEREI N PROVI DED], UPON SUCH PROPORTI ON OF | TS CAPI TAL

H
o

STOCK, |F ANY, AS MAY BE I NVESTED I N ANY PROPERTY OR BUSI NESS

=Y
(63}

NOT STRI CTLY | NCl DENT OR APPURTENANT TO THE MANUFACTURI NG,

=Y
(e}

PROCESSI NG, RESEARCH OR DEVELOPMENT BUSI NESS, |IN ADDI TI ON TO THE

=
\l

LOCAL TAXES ASSESSED UPON I TS PROPERTY IN THE DI STRI CT WHERE

=Y
oo

LOCATED, |T BEING THE OBJECT OF TH S PROVI SO TO RELI EVE FROM

=
O

STATE TAXATI ON__EXCEPT FOR | MPOSI TI ON OF THE SEVENTY- FI VE DOLLAR

N
o

($75) M NIMUM TAX UNDER THI' S SECTION, ONLY SO MJUCH OF THE

N
=

CAPI TAL STOCK AS | S I NVESTED PURELY I N THE MANUFACTURI NG

N
N

PROCESSI NG, RESEARCH OR DEVELOPMENT PLANT AND BUSI NESS.

N
w

(B) (1) EVERY FOREI GN CORPORATI ON, JO NT- STOCK ASSCCI ATI ON,

N
~

LI M TED PARTNERSHI P, AND COVPANY WHATSOEVER, FROM VH CH A REPORT

N
(63}

'S REQUI RED UNDER SECTI ON 601 HERECF, SHALL BE SUBJECT TO AND

N
(e}

PAY | NTO THE TREASURY OF THE COVMONWEALTH ANNUALLY, THROUGH THE

N
~

DEPARTMENT OF REVENUE, A FRANCH SE TAX VHICH | S THE GREATER OF

N
oo

(1) SEVENTY-FIVE DOLLARS ($75) OR (I1) THE AMOUNT COVPUTED AT

N
(o]

THE RATE OF TEN M LLS FOR THE CALENDAR YEAR 1971 AND THE FI SCAL
30 YEAR BEG NNING I N 1971 AND EACH YEAR THEREAFTER, UPON A TAXABLE
19830H0743B2178 - 21 -



© 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

VALUE TO BE DETERM NED I N THE FOLLOWN NG MANNER. THE ACTUAL VALUE
OF I'TS WHOLE CAPI TAL STOCK OF ALL KINDS, | NCLUDI NG COMVON,

SPECI AL, AND PREFERRED, SHALL BE ASCERTAI NED I N THE MANNER
PRESCRI BED I N SECTI ON 601 OF TH' S ARTI CLE. THE TAXABLE VALUE
SHALL THEN BE DETERM NED BY EMPLOYI NG THE RELEVANT APPORTI ONMVENT
FACTORS SET FORTH I N ARTI CLE | V: PROVI DED, THAT THE

MANUFACTURI NG, PROCESSI NG RESEARCH AND DEVELOPMENT EXEMPTI ONS
AS CONTAI NED UNDER SECTI ON 602 (A) SHALL ALSO APPLY TO FOREI GN
CORPCORATI ONS AND | N DETERM NI NG THE RELEVANT APPCRTI ONVENT
FACTORS THE NUMERATOR OF THE PROPERTY, PAYROLL, OR SALES FACTORS
SHALL NOT | NCLUDE ANY PROPERTY PAYRCLL OR SALES ATTRI BUTABLE TO
MANUFACTURI NG, PROCESSI NG RESEARCH OR DEVELOPMENT ACTIVITIES I'N
THE COVMONWEALTH. ANY_ FOREI GN CORPORATI ON, JO NT- STOCK

ASSOCI ATION, LIM TED PARTNERSHI P OR COVPANY SUBJECT TO THE TAX

PRESCRI BED HN-SECH-ON-692(A> HEREIN MAY ELECT TO COVPUTE AND PAY <—

| TS TAX UNDER SECTI ON 602(A): PROVI DED, THAT ANY FOREI GN

CORPORATI ON, JO NT-STOCK ASSOCI ATION, LIMTED PARTNERSHI P OR

COVPANY ELECTI NG TO COVPUTE _AND PAY | TS TAX UNDER SECTI ON 602( A

SHALL BE TREATED AS IF IT WERE A DOMESTI C CORPORATI ON FOR THE

PURPOSE OF DETERM NING VHICH OF | TS ASSETS ARE EXEMPT FROM

TAXATI ON AND FOR THE PURPOSE OF DETERM NI NG THE PROPORTI ON OF

THE VALUE OF | TS CAPI TAL STOCK VH CH |'S SUBJECT TO TAXATI ON.

(2) THE PROVI SIONS OF THI S ARTI CLE SHALL APPLY TO THE
TAXATI ON OF CORPORATI ONS, LI M TED PARTNERSH PS AND JO NT- STOCK
ASSCCI ATI ONS ORGANI ZED FOR MANUFACTURI NG, PROCESSI NG, RESEARCH
OR DEVELOPMENT PURPOSES, BUT SHALL NOT APPLY TO SUCH COMPANI ES
AS ENJOY AND EXERCI SE THE RI GHT OF EM NENT DOVAI N.

(© THE TERM PROCESSI NG, AS USED IN THI' S SECTI ON, SHALL MEAN
AND BE LIM TED TO THE FOLLOW NG ACTI VI TI ES WHEN ENGAGED I N AS A
BUSI NESS ENTERPRI SE:
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(1) THE COOKI NG OR FREEZI NG OF FRU TS, VEGETABLES,
MUSHROOMS, FI SH, SEAFOOD, MEATS OR POULTRY, WHEN THE PERSON
ENGAGED | N SUCH BUSI NESS PACKAGES SUCH PROPERTY | N SEALED
CONTAI NERS FOR VWHOLESALE DI STRI BUTI ON.

(2) THE SCOURI NG, CARBONI ZI NG, CORDI NG, COVBI NG, THROW NG,
TW STI NG OR W NDI NG OF NATURAL OR SYNTHETI C FI BERS, OR THE
SPI NNI NG BLEACHI NG DYEI NG PRI NTI NG OR FI Nl SH NG OF YARNS OR
FABRI CS, WHEN SUCH ACTI VI TI ES ARE PERFORVED PRI OR TO SALE TO THE
ULTI MATE CONSUMER.

(3) THE ELECTROPLATI NG, GALVANI ZI NG, ENAMELI NG ANODI ZI NG,
COLORI NG FI NI SHI NG | MPREGNATI NG OR HEAT TREATI NG OF METALS OR
PLASTI CS FOR SALE OR I N THE PROCESS OF MANUFACTURI NG

(4) THE ROLLI NG DRAW NG OR EXTRUDI NG OF FERROUS AND
NONFERROUS METALS.

(5) THE FABRI CATI ON FOR SALE OF ORNAMENTAL OR STRUCTURAL
METAL OR METAL STAI RS, STAI RCASES, GRATINGS, FI RE ESCAPES OR
RAI LI NGS, (NOT | NCLUDI NG FABRI CATI ON WORK DONE AT THE
CONSTRUCTI ON SI TE) .

(6) THE PREPARATI ON CF ANI MAL FEED OR POULTRY FEED FOR SALE.

(7) THE PRODUCTI ON, PROCESSI NG AND BOTTLI NG OF NONALCOHOLI C
BEVERAGES FOR VWHOLESALE DI STRI BUTI ON.

(8) THE SLAUGHTERI NG AND DRESSI NG OF ANI MALS FOR MEAT TO BE
SOLD OR TO BE USED | N PREPARI NG MEAT PRODUCTS FOR SALE, AND THE
PREPARATI ON OF MEAT PRODUCTS, | NCLUDI NG LARD, TALLOW GCREASE,
COCKI NG AND | NEDI BLE O LS FOR WHOLESALE DI STRI BUTI ON.

(9) THE OPERATION OF A SAWM LL OR PLANING M LL FOR THE
PRODUCTI ON OF LUMBER OR LUMBER PRODUCTS FOR SALE.

(10) THE M LLING FOR SALE OF FLOUR OR MEAL FROM GRAI NS.

(11) THE PUBLI SHI NG OF BOOKS, NEWSPAPERS, MAGAZI NES OR OTHER
PERI ODI CALS, PRI NTI NG AND BROADCASTI NG RADI O AND TELEVI SI ON
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PROGRAMS BY LI CENSED COMVERCI AL OR EDUCATI ONAL STATI ONS.

(12) THE PROCESSI NG OF USED LUBRI CATI NG A LS.

(13) THE BLENDI NG RECTI FI CATI ON OR PRODUCTI ON BY
DI STI LLATI ON OR OTHERW SE OF ALCOHCOL OR ALCCOHCLI C LI QUCRS,
EXCEPT THE DI STI LLATI ON OF ALCOHOL FROM BY- PRODUCTS OF W NE-

MAKI NG FOR THE SOLE PURPOSE OF FORTI FYI NG W NE.

(14) THE SALVAG NG RECYCLI NG OR RECLAI M NG USED MATERI ALS
TO BE RECYCLED | NTO A MANUFACTURI NG PROCESS.

(D) "RESEARCH AND DEVELCOPMENT" SHALL MEAN ACTI VI TI ES
RELATI NG TO THE DI SCOVERY OF NEW AND THE REFI NEMENT OF KNOWN
SUBSTANCES, PRODUCTS, PROCESSES, THEORI ES AND | DEAS, BUT SHALL
NOT | NCLUDE ACTI VI TI ES DI RECTED PRI MARI LY TO THE ACCUMULATI ON OR
ANALYSI S OF COMVERCI AL, FI NANCI AL OR MERCANTI LE DATA.

(E) 1T SHALL BE THE DUTY OF THE TREASURER CR OTHER OFFI CERS
HAVI NG CHARGE OF ANY SUCH CORPORATI OQN, JA NT- STOCK ASSCCI ATI ON,
OR LI M TED PARTNERSHI P, UPON WHICH A TAX | S | MPOSED BY THI S
SECTI QN, TO TRANSM T THE AMOUNT OF SAI D TAX TO THE DEPARTMENT OF
REVENUE W THI N THE TI ME PRESCRI BED BY LAW PROVI DED, THAT FOR
THE PURPOSES OF THI' S ACT I NTEREST IN LI M TED PARTNERSHI PS OR
JA NT- STOCK ASSOCI ATI ONS SHALL BE DEEMED TO BE CAPI TAL STOCK,
AND TAXABLE ACCORDI NGLY: PROVI DED, FURTHER, THAT CORPORATI ONS,

LI M TED PARTNERSHI PS, AND JO NT- STOCK ASSCCI ATI ONS, LI ABLE TO A
TAX UNDER THI S SECTI ON, SHALL NOT BE REQUI RED TO PAY ANY FURTHER
TAX ON THE MORTGAGES, BONDS, AND OTHER SECURI TI ES OMNED BY THEM
AND I'N WH CH THE WHOLE BODY OF STOCKHOLDERS OR MEMBERS, AS SUCH,
HAVE THE ENTI RE EQUI TABLE | NTEREST | N REMAI NDER;, BUT

CORPCORATI ONS, LI M TED PARTNERSHI PS, AND JO NT- STOCK

ASSCCI ATI ONS, OMNI NG OR HOLDI NG SUCH SECURI TI ES AS TRUSTEES,
EXECUTORS, ADM NI STRATORS, GUARDI ANS, OR | N ANY OTHER MANNER
THAN FOR THE WHOLE BCODY OF STOCKHOLDERS OR MEMBERS THEREOF AS
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SOLE EQUI TABLE OMNERS | N REMAI NDER, SHALL RETURN AND PAY THE TAX
| MPOSED BY THI S ACT UPON ALL SECURI TI ES SO OWNED OR HELD BY
THEM AS I N THE CASE OF | NDI VI DUALS.

(F) (1) ANy HOLDI NG COVPANY SUBJECT TO THE CAPI TAL STOCK
TAX OR THE FRANCH SE TAX | MPOSED BY THI S SECTI ON MAY ELECT TO
COWPUTE SAI D TAX BY APPLYI NG THE RATE OF TAX OF TEN M LLS, UPON
EACH DOLLAR TO TEN PER CENT OF THE ACTUAL VALUE OF | TS WHOLE
CAPI TAL STOCK, _BUT IN NO CASE SHALL THE TAX SO COMPUTED BE LESS

THAN SEVENTY- FI VE DOLLARS ($75). |F EXERCI SED, THI S ELECTI ON

SHALL BE IN LI EU OF ANY OTHER APPORTI ONMENT OR ALLOCATI ON TO
VWH CH SUCH COVPANY WOULD OTHERW SE BE ENTI TLED.

(2) (1) THE TERM "HOLDI NG COVPANY" SHALL MEAN ANY
CORPORATI ON (1) AT LEAST NI NETY PER CENT OF THE GROSS | NCOVE OF
VWH CH FOR THE TAXABLE YEAR | S DERI VED FROM DI VI DENDS, | NTEREST,
GAINS FROM THE SALE OR OTHER DI SPCSI TI ON OF STOCK OR SECURI Tl ES
AND THE RENDI TI ON OF MANAGEMENT AND ADM NI STRATI VE SERVI CES TO
SUBSI DI ARY CORPORATI ONS, AND (I1) AT LEAST SI XTY PER CENT OF THE
ACTUAL VALUE OF THE TOTAL ASSETS OF WH CH CONSI STS OF STOCK
SECURI TI ES OR | NDEBTEDNESS OF SUBSI DI ARY CORPORATI ONS.

(1'1) THE TERM " SUBSI DI ARY CORPCRATI ON' SHALL MEAN ANY
CORPORATI ON, A MAJORITY OF THE TOTAL | SSUED AND OUTSTANDI NG
SHARES OF VOII NG STOCK OF WH CH ARE OWNED BY THE TAXPAYER
CORPCORATI ON DI RECTLY OR THROUGH ONE OR MORE | NTERVENI NG
SUBSI DI ARY CORPCORATI ONS.

(G NOTW THSTANDI NG ANY OTHER PROVI SI ONS CONTAI NED I N THI' S
SECTI ON 602, RELATING TO THE APPRAI SAL, ALLOCATI ON OR
APPCORTI ONMVENT OF THE VALUE OF THE CAPI TAL STOCK OF A CORPORATI ON
SUBJECT TO TAX I N THE COMWWONVWEALTH OF PENNSYLVANI A, EVERY
DOVESTI C CORPORATI ON AND EVERY FOREI GN CORPORATI ON REQ STERED TO
DO BUSI NESS | N PENNSYLVANI A AND (1) WHI CH MAI NTAINS AN OFFICE I N
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PENNSYLVANI A AND (11) WHI CH HAS FILED A TI MELY ELECTI ON TO BE
TAXED AS A REGULATED | NVESTMENT COMPANY W TH THE FEDERAL
GOVERNVENT AND (111) WHI CH DULY QUALI FIES TO BE TAXED AS A
REGULATED | NVESTMENT COVPANY UNDER THE PROVI SI ONS OF THE

| NTERNAL REVENUE CODE OF 1954 AS AMENDED, SHALL BE TAXED AS A
REGULATED | NVESTMENT COVPANY AND SHALL BE SUBJECT TO THE CAPI TAL
STOCK OR FRANCHI SE TAX | MPCSED BY SECTI ON 602, WH CH TAX SHALL
BE THE GREATER OF (1) SEVENTY-FIVE DOLLARS ($75) OR (II) THE

AMOUNT COVPUTED I N THE FOLLON NG MANNER:

(1) THE VALUE OF I TS CAPI TAL STOCK SHALL BE DETERM NED BY
ADDI NG | TS NET ASSET VALUES AS OF THE LAST DAY OF EACH MONTH
DURI NG THE TAXABLE PERI CD OR YEAR AND DI VI DI NG THE TOTAL SUM BY
THE NUMBER OF MONTHS | NVOLVED, FOR VWH CH PURPOSE NET ASSET VALUE
MEANS THE ACTUAL MARKET VALUE OF ALL ASSETS OMNED BY SUCH
CORPCORATI ON W THOUT ANY EXEMPTI ONS OR EXCLUSI ONS LESS ALL OF I TS
LI ABI LI TI ES, DEBTS AND OTHER OBLI GATI ONS.

(2) THE PROPORTI ON OF SUCH VALUE TAXABLE IN THI S
COMWONVEALTH AT THE RATE OF TEN M LLS, SHALL BE DETERM NED BY
APPLYI NG TO SUCH VALUE A FRACTI ON, THE NUMERATOR OF VHICH | S THE
SUM OF THE CORPORATI ON' S GROSS RECEI PTS FROM (1) SALES OF I TS
OMN SHARES TO PENNSYLVANI A | NVESTCORS AND (I1) SALES OF I TS
PORTFCOLI O SECURI TI ES WVHERE THE ORDERS FOR SUCH SALES ARE PLACED
WTH OR CREDI TED TO PENNSYLVANI A OFFI CES OF REQ STERED
SECURI TI ES DEALERS AND THE DENOM NATOR OF VWH CH FRACTION | S THE
CORPORATI ON' S TOTAL CGROSS RECEI PTS FROM (1) SALES OF I TS OMN
SHARES AND (I11) SALES OF I TS PORTFOLI O SECURI TI ES. PENNSYLVANI A
I NVESTORS SHALL MEAN | NDI VI DUALS RESI DI NG | N PENNSYLVANI A AT THE
TIME OF THE SALE OR CORPORATI ONS OR OTHER ENTI TI ES HAVI NG THEI R
PRI NCI PAL PLACE OF BUSI NESS LOCATED | N PENNSYLVANI A AT SUCH
TI ME.
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(3) ANY REGULATED | NVESTMENT COVPANY SHALL HAVE THE RI GHT
ANNUALLY, TO ELECT TO COVPUTE | TS CAPI TAL STOCK OR FRANCHI SE TAX
BY APPLYI NG THE RATE OF TAX OF TEN MLLS, UPON EACH DOLLAR TO
TEN PER CENT OF THE CAPI TAL STOCK VALUE OF SUCH CORPORATION. |F
EXERCI SED THI S ELECTI ON SHALL BE IN LI EU OF ANY OTHER
APPORTI ONVENT OR ALLOCATI ON TO WHI CH SUCH CORPORATI ON WOULD
OTHERW SE BE ENTI TLED.

SECTION 9. SECTION 8 OF THI'S ACT (SECTI ON 602) SHALL APPLY
TO THE CALENDAR YEAR 1983 AND FI SCAL YEARS BEG NNI NG I N 1983 AND
EACH YEAR THEREAFTER

SECTI ON 10. NOTHI NG CONTAI NED | N SECTI ON 7 ( SECTI ON
401(3) 2. (A) (1) (E)) SHALL AFFECT OR | MPAI R LI TI GATI ON RELATI NG TO
TAX YEARS PRI OR TO TAX YEARS TO WHI CH TH' S ACT APPLIES. TH'S ACT
SHALL NOT BE CONSTRUED TO | NDI CATE THE | NTENT OF THE GENERAL
ASSEMBLY W TH REGARD TO THE STATUS OF THE RELEVANT LAW OF THE
COMWONVEALTH PRI OR TO THI'S ACT. PROVIDED, IT IS THE | NTENT OF
THE GENERAL ASSEMBLY THAT FOR TAX YEARS PRI OR TO TAX YEARS TO
WH CH THI S ACT APPLIES FOR PURPOSES OF THE TAX | MPOSED BY
ARTI CLE |V OF THE ACT OF MARCH 4, 1971 (P.L.6, NO.2), KNOW AS
THE TAX REFORM CODE OF 1971, THE TERM "SALES' SHALL EXCLUDE
DI VI DENDS RECEI VED AND | NTEREST ON UNI TED STATES OBLI GATI ONS,
AND FOR PURPCSES OF THE TAX | MPOSED BY ARTI CLE VI OF THE TAX
REFORM CODE OF 1971, THE TERM "SALES' SHALL | NCLUDE DI VI DENDS
RECEI VED AND | NTEREST ON UNI TED STATES OBLI GATI ONS.

SECTION 11. FOR PURPCSES OF THE TAX | MPOSED UNDER ARTI CLE |V
OF THE ACT OF MARCH 4, 1971 (P.L.6, NO 2), KNOM AS THE TAX
REFORM CODE OF 1971, SECTION 7 (SECTI ON 401(3)2.(A)(1)(E)) SHALL
APPLY TO TAX YEARS BEG NNI NG ON OR AFTER JANUARY 1, 1981; AND
FOR PURPOSES OF THE TAX | MPOSED BY ARTI CLE VI OF THE TAX REFORM
CODE OF 1971, SECTION 7 (SECTI ON 401(3)2.(A)(1)(E)) SHALL APPLY
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TO TAX YEARS BEG NNI NG ON OR AFTER JANUARY 1, 1983.
SECTION 12. SECTION 7 (SECTION 401(3)1.(M, (N) AND (O AND
401(3)4.) OF THI'S ACT SHALL APPLY TO TAXABLE YEARS BEG NNI NG ON
OR AFTER JANUARY 1, 1982.
SECTION 13. THI'S ACT AS I T RELATES TO S CORPORATI ONS SHALL
BE APPLI CABLE FOR CORPORATI ON TAX YEARS BEG NNI NG AFTER DECEMBER <—

SECTI ON 14. THE PROVI SIONS OF THI S ACT RELATI NG TO THE <
TAXATI ON OF PENNSYLVANI A S CORPORATI ONS AND THE SHAREHOLDERS
THEREOF ARE NONSEVERABLE. | F ANY PROVI SION OF THI S ACT RELATI NG
TO THE TAXATI ON OF PENNSYLVANI A S CORPORATI ONS AND THE
SHAREHOLDERS THEREOF OR THE APPLI CATI ON OF ANY SUCH PROVI SION TO
ANY PERSON OR Cl RCUMBTANCE |'S HELD | NVALI D, THE REMAI NI NG
PROVI S| ONS OR APPLI CATI ONS OF THI S ACT RELATING TO THE TAXATI ON
OF PENNSYLVANI A S CORPORATI ONS AND THE SHAREHOLDERS THEREOF ARE
VOl D.
SECTION 15. (A) SECTIONS 7 (SECTI ON 401(3)2.(A) (1) (E)) AND
8 (SECTI ON 602(B) (1) LAST SENTENCE) SHALL TAKE EFFECT
| MVEDI ATELY.
(B) THE REMAI NDER OF THI'S ACT SHALL TAKE EFFECT +N-60-DAYS  <—
JANUARY 1, 1984. <
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