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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 97 %5

| NTRODUCED BY D. WHI TE, ARMSTRONG CORVAN, EARLL, PUNT,
RAFFERTY, BRUBAKER, WOXZNI AK, Pl PPY, BROME, STACK AND REGOLA,
FEBRUARY 15, 2007

SENATOR BROWNE, FI NANCE, AS AVMENDED, JUNE 13, 2007
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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, in bank and trust conpany

shares tax, for ascertai nment of taxable anount and excl usion

of United States obligations.

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

Section 1. Section 701.1 of the act of March 4, 1971 (P.L.6,
No. 2), known as the Tax Reform Code of 1971, anended June 16,
1994 (P.L.279, No.48), is anended to read:

Section 701.1. Ascertainnent of Taxable Amount; Exclusion of
United States (bligations.--(a) The taxable anobunt of shares
shall be ascertained and fixed by addi ng together the val ue
det erm ned under subsection (b) for the current and preceding

five years and dividing the resulting sumby six. If an
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institution has not been in existence for a period of six years,
t he taxabl e amobunt of shares shall be ascertained and fixed by
addi ng toget her the val ues determ ned under subsection (b) for
t he nunber of years the institution has been in existence and
dividing the resulting sum by such nunber of years.

(b) The value for each year required by subsection (a) shal

be determ ned by [addi ng together] DEDUCTI NG FROM t he book val ue <—

of [capital stock paid in, the book value of the surplus and the <—
book val ue of undivided profits with a deduction fromthe total

t hereof of] TOTAL EQUI TY CAPI TAL an anmount equal to the sane <—

percentage of [such total] TOTAL EQUI TY CAPI TAL as the book <—

val ue of obligations of the United States bears to the book

value of the total assets[.], except that for the val ue of

shares reported on tax returns due on January 1, 2008, and

thereafter, any qoodwi ||l recorded as a result of the use of

pur chase accounting for an acqui sition or conbi nati on as

described in this section and occurring after June 30, 2001, may

be di led—ind o he_bool I F I Lo«
SUBTRACTED FROM THE BOOK VALUE OF TOTAL EQUITY CAPI TAL AND <—

DI SREGARDED | N DETERM NI NG t he deducti on provi ded for

obligations of the United States for the six-year period

described in subsection (a). For purposes of this subsection,

book val ues and deductions for United States obligations for
each year shall be determ ned by the Reports of Condition for
each cal endar quarter of the preceding cal endar year in
accordance with the requirenents of the Board of Governors of

t he Federal Reserve System the Conptroller of the Currency, the
Federal Deposit |Insurance Corporation or other applicable

regul atory authority; and book val ues shall be averaged as

cal cul ated by averagi ng book val ues as determ ned by such
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Reports of Condition. For purposes of this article, United
States obligations shall be obligations comng within the scope
of 31 U S.C. 8 3124. For any year in which an institution does
not file four quarterly Reports of Condition, book val ues and
deductions for United States obligations shall be determ ned by
addi ng together the book val ues and deductions for United States
obligations fromeach quarterly Reports of Condition filed for
such year and dividing the resulting suns by the nunber of such
Reports of Condition. In the case of institutions which do not
file such Reports of Condition, book val ues shall be determ ned
by generally accepted accounting principles as of the end of
each cal endar quarter. For any year in which an institution
whi ch does not file Reports of Condition is not in existence for
four quarters, the book value for that year shall be determ ned
by addi ng together the book values for each quarter in which the
institution was in existence and dividing by that nunber of
gquarters. For purposes of this section, a partial year shall be
treated as a full year.

(c) For purposes of this section:

(1) a nere change in identity, formor place of organization
of one institution, however effected, shall be treated as if a
single institution had been in existence prior to as well as
after such change; and

(2) the conbination of two or nore institutions into one
shall be treated as if the constituent institutions had been a
single institution in existence prior to as well as after the
conbi nati on and the book val ues and deductions for United States
obligations fromthe Reports of Condition of the constituent
institutions shall be conbi ned. For purposes of [the preceding

sentence] this section, a conbination shall include any
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acquisition required to be accounted for [by the surviving

institution under the pooling of interest nethod] by using the

pur chase nethod in accordance with generally accepted accounti ng

principles or a statutory nmerger or consolidation.

SECTION 2. THE AMENDMENT OF SECTION 701.1 OF THE ACT IS NOT <—
| NTENDED TO REVERSE OR MODI FY THE RULI NG OF FI RST UNI ON NATI ONAL
BANK V. COMMONWEALTH, 867 A.2D 711 (PA. CMALTH. 2005).

Section 2 3. This act shall take effect in 60 days or <—
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Decenmber 31, 2007, whichever is sooner.
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