
24 Act Nos. 4-5 LAWS OF PENNSYLVANIA,

posed by this act shall be basedupon such portion of
the net incomeof such corporationfor the fiscator cal-
endar year as definedin clause 1 hereof, as shall be
attributable ~o businesstransactedwithin this Common-
wealth by multiplying such net income by a fraction,
the numeratorof whuih is the sum of the corporation’s
grossreceiptsfrom (a) sales of its own shares to Penn-
sylvania investorsand (b) sales of its portfolio secur-
ities where the orders for such sales are placedwith or
credited to Pennsylvaniaoffices of registeredsecurities
dealers and the denominatorof which fraction is the
corporation’s total gross receipts from (a) sales of its
own shares and (b) sales of its portfolio securities.
Pennsylvaniainvestorsshall meanindividuals residing
in Pennsylvaniaat the time of the sale or corporations
or other entitieshaving their principal placeof business
located in Pennsylvaniaat such time.

Section 3. This act shall takeeffect immediately and
its provisions shall apply to taxesimposedfor the cal-
endar year 1964 and thereafter or for fiscal years
beginning in the year 1964 and thereafter.

APPROVED—The22d day of June,A. D. 1964.

WILLIAM W. SCRANTON

No.5

AN ACT

Amending the act of May 16, 1935 (P. L. 208), entitled, as
amended,“An act to provide revenue for State purposesby
imposing an excise tax on the net incomesof certain corpora-
tions, joint-stock associationsand limited partnerships; pro-
viding for the assessment,collection,settlementandresettlement
of taxes and reviews and appealtherefrom; conferring powers,
and imposingdutieson certainpersons,corporations,joint-stock
associations,limited partnerships, State and county officers,
boards and departments;and providing penalties,”deletingan
additional deduction from taxable income, clarifying those
items for which an additional deduction is allowed, clarifying
how the additional deduction is to be taken in certain cases
and providing for a termination of an additional deduction.

The GeneralAssemblyof the Commonwealthof Penn-
sylvania hereby enactsas follows:

Section 1. Subclause(b) of clause1 andparagraph
(1) of subclause(c) of clause2 of the definition of “Net
Income” in section2, act of May 16, 1935 (P. L. 208),
known as the “Corporate Net IncomeTax Act,” reen-
acted and amendedApril 30, 1957 (P. L. 80) and
amendedAugust 14, 1963 (P. L. 805), is amendedto
read:
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Section 2. Definitions.—The following words, terms
andphrases,whenusedin this act, shallhavethe mean-
ing ascribedto them in this section, except where the
context clearly indicatesa different meaning.

* * * * *

“Net Income.” 1. In casethe entire businessof the
corporation is transactedwithin this Commonwealth,

* * * * *

(b) For any taxableyearbeginning after the thirty-
first day of December,one thousandnine hundredfifty-
three,andending after the fifteenth day of August,one
thousandnine hundredfifty-four, exceptas hereinafter
provided in the caseof stock life insurancecompanies,
taxableincome for the calendaryear or fiscal year as
returnedto andascertainedby the FederalGovernment,
or in the case of a corporationparticipatingor which
has participated in prior taxableyears in the filing of
consolidatedreturns to the Federal Government the
taxableincome which would havebeenreturned to and
ascertainedby the FederalGovernmentif separatere-
turns had been made to the Federal Government
for all years affected by the filing of consolidated
returns to the Federal Government,subject, however,
to any correctionsthereof for fraud, evasion or error
as finally ascertainedby the Federal Government:
Provided, That in the, case of corporations eligible
for a manufacturing,processingor researchand de-
velopment exemption under the act of June 1, 1889
(P. L. 420), entitled “A further supplementto an act
entitled ‘An act to provide revenue by taxation’ ap-
provedthe seventhday of June,Anno Domini one thou-
sand eight hundred and seventy-nine,” an additional
deduction shall be allowed from taxable income equal
to one-halfthe amountallowed by the FederalGovern-
ment for the depreciationof buildings[, structures] or
.etructnres.~ituatedin this Commonwealthor improve-
ments thereonor improvementsmade thereto if such
buildings, structuresor improvementsthereon or im-
provementsmadetheretoare actually used in manufac-
turing. processingor researchand developmentcon-
ductedwithin *this Commonwealthand they consistof
those for which the actualconstructionor improvement
project commencesafter [the effective dateof this act;
however,the total depreciationshallnot exceedthe cost
of said buildings, structuresor improvementsthereon
or improvementsmadethereto:J August14,1963.Build-
ings, structures or improvementsthereon or improve-
ments made thereto for which an additional deduction
is allowed by this section shall not include equipment,
fixtures, machineryor other similar tangible property.

* “their” In original.
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The additional deductions from income allocated to
Pennsylvaniafor depreciationallowed hereundershall
ceasewhen the said additional deductions,togetherwith
the depreciation allowed by the Federal Government,
equal the cost of the said buildings, structures or im-
provements:And provided further, Thatadditional de-
ductions shall be allowed from taxable income on ac-
count of [(i)] dividendsreceivedfrom any other cor-
poration but only to the extentthat suchdividendsare
included in taxable income as returned to and ascer-
tained by the FederalGovernment: [ ; (ii) an amount
equal to the credit against the Federalincome tax al-
lowed for investmentin depreciableproperty, including
without limitation the credit allowed to a lesseefor
leasedproperty by the Federalcorporation income tax
in force on the last day of the income year: Provided,
That deduction for such amount shall be allowed in
equal annual installments over a twelve-year period,
commencingwith the income year in which the said
creditwasallowedby the FederalGovernment,andshall
not exceed in the aggregatethe Federal income tax
credit asadjustedby reasonof earlydispositionof such
property. Any adjustmentof the deductionas provided
hereinshall be establishedby rulings, or regulationsof
the Departmentof Revenue.The provisionsof this sub-
clauseshall be applicableto taxableyearsending after
December 31, 1963] And provided further, That no
deduction shall be allowedfor net operatinglossessus-
tained by the corporation during any other fiscal or
calendaryear: And provided further, That in the case
of stock life insurance companies, “net income” for
taxable yearsbeginning in one thousandnine hundred
fifty-four shall be one thousandnine hundredfifty-four
life insurance companytaxable income as returned to
andascertainedby the FederalGovernmentandfor tax-
ableyearsbeginningin one thousandnine hundredfifty-
five and thereaftershall be life insurancecompanytax-
able income as returned to and ascertainedby the Fed-
eral Government:And provided further, That in the
caseof stock life, fire, casualtyand indemnity insurance
companies,doing businesson the mutualor participating
plan, the term “net income” shall not include the divi-
dendspaid to policyholdersout of net income.

2. In case the entire businessof any corporation,
other than a corporation engagedin doing businessas
an insuranceor suretycompany,is not transactedwithin
this Commonwealth,the tax imposedby this act shall be
basedupon suehportion of the net income of such cor-
poration for the fiscal or calendaryear, as defined in
clauseone hereof, as may be determinedby allocations
and apportionmentsmadeas follows:

* * * * *
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(c) Theremainderof suchnet incomeshallbe divided
into threeequalparts. ‘

(1) Of one-third, such portion shall be attributedto
businesscarriedon within this Commonwealth,as shall
be found by multiplying said one-third by a fraction,
whose numeratoris the value of the corporation’stan-
gible property situated within this Commonwealth,and
whosedenominatoris the value of all the corporation’s
tangibleproperty whereversituated. In computingthe
value of the corporation’s tangible property situated
within this Commonwealth,additionaldepreciationshall
be allowed for buildings, structuresand improvements
thereonor improvementsmade thereto as provided in
subclause(b) of clause[1.] 1 and the next to last para-
graph of this subolause(c) of clause2. The term “tan-
gible property,” as used in this subsection,shall not
include the securityinterestof any corporationas seller
or lessor in personalproperty sold or leasedunder a
conditional sale, bailment lease, chattel mortgage or
other contract providing for the retention of a lien or
title as securityfor the salesprice of the property.

a a a a

Section 2. Subclause(c) of clause2 of the definition
of ‘‘net income” in section 2 of the act is amendedby
adding before the last paragraph,a new paragraphto
read:

Section 2. Definitions.—The following words, terms
and phrases,when usedin this act, shallhavethe mean-
ing ascribedto them in this section, except where the
context clearly indicatesa different meaning.

a a a a a

“Net Income.” a a *

2. In casetheentirebusinessof any corporation,other
than a corporationengagedin doing businessas an in-
suranceor suretycompany,is not transactedwithin this
Commonwealth,the tax imposed by this act shall be
basedupon such portion of the net income of such cor-
poration for the fiscal or calendaryear, as defined in
clauseone hereof, as may be determinedby allocations
and apportionmentsmadeas follows:

a a a * *

(c) The remainderof such net income shall be di-
vided into threeequalparts.

* * a * *

The additional deduction allowedin subclause(b) of
clause1 for depreciationon certain buildings,structures
or improvementsthereonor improvementsmade thereto
situated in this Commonwealthand actually used in
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manufacturing,processingor researchand development
conductedwithin this Commonwealthshall be allowed
to corporationswhoseentire businessis not transacted
within this Commonwealthand shall be deductedfrom
net incomeas determinedby allocationsand apportion-
mentsas hereinaboveprovided.

a * • * *

Section 3. This act shall takeeffect immediatelyand
the provisions allowing an additional deductionfor de-
preciation of certain tangible assetsprovided in sub-
clause (b) of clause1 and paragraph(1) and the next
to last paragraphof subclause(c) of clause2 of the
definition of “Net Income” containedin section2 shall
apply to taxesimposedfor the calendaryear 1963 and
thereafter or for fiscal years beginning in 1963 and
thereafter.

APPROVED—The22d day of June, A. D. 1964.

WILLIAM W. SCRANTON


