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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 345 %5

Report of the Committee of Conference

To the Menbers of the Senate and House of Representatives:

We, the undersigned, Commttee of Conference on the part of
t he Senate and House of Representatives for the purpose of
considering Senate Bill No. 345, entitl ed:

"An act * * * MAKI NG AN APPROPRI ATI ON TO THE STATE TREASURER FOR
REPLACEMENT CHECKS, "

respectfully submt the following bill as our report:

Rl CHARD A. Tl LGHVAN
F. JOSEPH LOEPER
VI NCENT J. FUMO

(Committee on the part of the Senate.)

MAX Pl EVSKY
JAMES J. MANDERI NO
MATTHEW J. RYAN

(Committee on the part of the House of Representatives.)
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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 certain corporate taxes;

provi ding for the exclusion of construction of hydroelectric

generating facilities fromthe tax on utilities; and further
providing for the realty transfer tax.

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

Section 1. The introductory paragraph and cl ause (s.2) of
section 301 of the act of March 4, 1971 (P.L.6, No.2), known as
t he Tax Reform Code of 1971, added August 31, 1971 (P.L. 362,

No. 93) and Decenber 23, 1983 (P.L.370, No.90), are anmended to
read:

Section 301. Definitions.--The foll owi 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. Any reference in this
article to the Internal Revenue Code shall include the Internal
Revenue Code of 1954, [as anended to the date on which this

article is effective] or the Internal Revenue Code of 1986

(Public Law 99-514, 26 U S.C. 8 1 et seq.), whichever would be

applicable to the taxpayer for Federal incone tax purposes for a

particul ar taxabl e year:

* * %

(s.2) "Small corporation” neans any corporation which has a
valid election in effect under subchapter S of Chapter 1 of the

I nternal Revenue Code [of 1954, as anmended as of January 1,



1 1983], and which does not have passive investnent incone in

2 excess of twenty-five per cent of its gross receipts. For

3 purposes of this clause, "passive investnent incone" neans gross
4 receipts derived fromroyalties, rents, dividends, interest,

5 annuities and sal es or exchanges of stock or securities (gross

6 receipts fromsuch sales or exchanges being taken into account

7 only to the extent of gains therefronf.], provided that "passive
8 investnent incone” shall not include incone derived from any

9 options dealer, commpdities dealer or equity specialist in the
10 normal course of the taxpayer's activity of dealing in or

11 trading options, comodities, or stock or securities. For the

12 purposes of this clause, the term"options deal er" neans any

13 person registered with an appropriate securities exchange as a
14 nmarket nmaker or specialist in listed options; the term

15 "commodities dealer” neans a person who is actively engaged in
16 trading on and is registered with a donestic board of trade

17 which is designated as a contract nmarket by the Conmodities

18 Futures Trading Conmi ssion; and the term"equity specialist”

19 neans any person registered with an appropriate securities
20 exchange as a specialist in listed stocks or securities.
21 * %k
22 Section 2. Section 1101-A(3)(iv) of the act, anended
23 Decenber 9, 1982 (P.L.1047, No.246), is anended to read:
24 Section 1101-A. Definitions.--The follow ng words, terns and
25 phrases when used in this article shall have the neaning
26 ascribed to themin this section, except where the context
27 <clearly indicates a different neaning:
28 * %k
29 (3) "UWUility realty.” Al lands, together with al

30 buildings, towers, snokestacks, dans, dikes, canals, cooling
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towers, storage tanks, reactor structures, punp houses,
supporting foundations, enclosing structures, supporting
structures, containment structures, reactor contai nment outer
shell s, reactor contai nnent vessels, turbine buildings, recovery
tanks, solid waste area encl osures, primary auxiliary buildings,
contai nment auxiliary safeguard structures, fuel buildings,
decont am nati on buil dings, and, all other structures and
encl osures what soever which are physically affixed to the | and,
no matter how such structures and encl osures are desi gnated and
wi thout regard to the classification thereof for local rea
estate taxation purposes, but not including machi nery and
equi pnent, whet her or not housed wi thin such building, structure
or enclosure, located within this Commonwealth and owned by a
public utility either directly or by or through a subsidiary,
whi ch are used or are in the course of devel opnent or
construction for use, in the furnishing, including producing,
storing, distributing or transporting, of public utility service
and which are not subject to | ocal real estate taxation under
any law in effect on April 23, 1968: Provided, however, That the
following specified itens shall be exenpt fromthe tax hereby
i nposed:

* %k

(iv) Al lands, together with all buildings, dans, dikes,
canal s, punp houses, supporting structures, supporting
foundati ons, turbine buildings and all other structures and
encl osures what soever which are physically affixed to the | and,
no matter how such structures and encl osures are designated and
wi thout regard to the classification thereof for local rea
estate taxation purposes which are used or useful in the

furni shing, including producing, storing, distributing or
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transporting, of hydroelectric power and energy: Provided,
however, That the exenptions under this subclause shall not
apply to itens and | ands which on the effective date of this act
were used to furnish hydroel ectric power and energy; and that

t he exenptions under this subclause shall comence [in the first
year in which the itemor land is used and useful in furnishing
hydroel ectric power and energy, and shall remain in effect for a

period of ten consecutive years thereafter.] with the initiation

of construction of the hydroel ectric generating facilities and

shall remain in effect for a period of ten consecutive vears

after the yvear in which the itemor land first becones used and

useful in furnishing hydroel ectric power and energy.

* * %

Section 3. The definitions of "title to real estate" and
"val ue" in section 1101-C of the act, anmended July 2, 1986
(P.L.318, No.77), are anended and the section is anmended by
adding a definition to read:

Section 1101-C. Definitions.--The follow ng words when used
inthis article shall have the neanings ascribed to themin this
secti on:

* * %

"Family farmpartnership." A partnership of which at | east

seventy-five percent of its assets are devoted to the busi ness

of agriculture and at | east seventy-five percent of the

interests in the partnership are conti nuously owned by nenbers

of the sane famly. The business of aqgriculture shall not be

deened to incl ude:

(1) Recreational activities such as, but not limted to,

hunti ng, fishing, canping, skiing, show conpetition or racing;

(2) The raising, breeding or training of gane ani mals or
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gane birds, fish, cats, dogs or pets or aninmals intended for use

in sporting or recreational activities;

(3) Fur farnng;

(4) Stockyard and sl aught er house operati ons; or

(5) WManufacturing or processing operations of any ki nd.

* * %

"Title to real estate.”

[(1)] Any interest in real estate which endures for a period
of time, the term nation of which is not fixed or ascertained by
a specific nunber of years, including, without Ilimtation, an
estate in fee sinple, life estate or perpetual |easehold; [or

(2)] any interest in real estate enduring for a fixed period
of years but which, either by reason of the length of the term
or the grant of a right to extend the termby renewal or
ot herwi se, consists of a group of rights approximting those of
an estate in fee sinple, life estate or perpetual |easehold,
including, without limtation, a | easehold interest or
possessory interest under a | ease or occupancy agreenent for a
termof thirty years or nore or a | easehold interest or
possessory interest in real estate in which the | essee has
equity.

* %k

"Val ue. "

(1) In the case of any bona fide sale of real estate at
arms length for actual nonetary worth, the anount of the actual
consideration therefor, paid or to be paid, including liens or
ot her encunbrances thereon existing before the transfer and not
renmoved t hereby, whether or not the underlying indebtedness is
assumed, and ground rents, or a conmensurate part thereof where

such liens or other encunbrances and ground rents al so encunber
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or are charged agai nst other real estate: Provided, That where
such docunments shall set forth a nom nal consideration, the
"val ue" thereof shall be determined fromthe price set forth in
or actual consideration for the contract of sale;

(2) in the case of a gift, sale by execution upon a judgnent
or upon the foreclosure of a nortgage by a judicial officer,
transacti ons w thout consideration or for consideration |ess
than the actual nonetary worth of the real estate, a taxable
| ease, an occupancy agreenent, a | easehold or possessory
i nterest, any exchange of properties, or the real estate of an
acqui red conpany, the actual nonetary worth of the real estate
determ ned by adjusting the assessed value of the real estate
for local real estate tax purposes for the common | evel ratio of
assessed val ues to market values of the taxing district as
established by the State Tax Equalization Board, or a
conmmensurate part of the assessnment where the assessnent
i ncludes other real estate; or

(3) in the case of an easenent or other interest in rea
estate the value of which is not determnm nable under clause (1)
or (2), the actual nmonetary worth of such interest.[; or

(4) the actual consideration for or actual nonetary worth of
any executory agreenent for the construction of buildings,
structures or other permanent inprovenents to real estate
bet ween the grantor and ot her persons existing before the
transfer and not renoved thereby or between the grantor, the
agent or principal of the grantor or a related corporation,
associ ation or partnership and the grantee existing before or
effective with the transfer.]

Section 4. Section 1102-C. 3(18) and (20) of the act, added
July 2, 1986 (P.L.318, No.77), are anmended and the section is
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1 anended by adding a clause to read:

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

4 * x *

5 (18) A transfer to a conservancy which possesses a tax-

6 exenpt status pursuant to section 501(c)(3) of the Internal

7 Revenue Code of 1954 (68A Stat. 3, 26 U.S.C. 8 501(c)(3)) and

8 which has as its primary purpose preservation of |and for

9 historic, recreational, scenic, agricultural or open-space

10 opportunities, or a transfer fromsuch a conservancy to the

11 United States, the Commonwealth or to any of their

12 instrunentalities, agencies or political subdivisions.

13 * x *

14 (19.1) A transfer of real estate devoted to the business of
15 agriculture to a famly farmpartnership by a nenber of the sane
16 famly which directly owns at |east seventy-five per cent of the
17 interests in the partnership.

18 (20) A transfer between nenbers of the sane famly of an

19 ownership interest in a real estate conpany [or], famly farm
20 corporation or fam |y farm partnership.
21 * x *
22 Section 5. This act shall apply as foll ows:
23 (1) Section 1 (section 301) shall apply to corporation
24 tax years conmencing on or after January 1, 1989.
25 (2) Section 2 (section 1101-A) shall be retroactive to
26 and shall apply to hydroelectric projects under construction
27 as of January 1, 1987.
28 (3) Section 3 (section 1101-C) and section 4 (section
29 1102-C) shall be retroactive to and shall apply to al
30 transfers occurring on or after July 1, 1988.
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Section 6. This act shall take effect as foll ows:

(1) Section 1 (section 301) shall take effect January 1,
19809.

(2) Section 2 (section 1101-A) shall take effect January
1, 1990.

(3) The remainder of this act shall take effect

~N~ o o~ W ON

i mredi ately.

A20L72WvB/ 19870S0345B2449 - 8 -



