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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
penalties,” further providing for the definition of "smal
corporation” for purposes of personal incone tax.

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

Section 1. Section 301(s.2) of the act of March 4, 1971
(P.L.6, No.2), known as the Tax Reform Code of 1971, added
Decenber 23, 1983 (P.L.370, No.90), is anended to read:

Section 301. 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



© o0 N oo o A~ wWw N P

e e T e T T S = SE S
© 00 N o oo M wWw N - O

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:

* %

(s.2) "Small corporation" nmeans any corporation which has a
valid election in effect under subchapter S of Chapter 1 of the
I nternal Revenue Code of 1954, as anended as of January 1, 1983,
and whi ch does not have passive investnent incone in excess of

twenty-five per cent of its gross receipts for each of three

consecutive tax years. For purposes of this clause, "passive

i nvestment income" means gross receipts derived fromroyalties,
rents, dividends, interest, annuities and sal es or exchanges of
stock or securities (gross receipts fromsuch sal es or exchanges
bei ng taken into account only to the extent of gains therefrom
* %k
Section 2. This act shall apply to the tax year begi nning
January 1, 1993.

Section 3. This act shall take effect imediately.
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