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time of the sale or corporationsor other entitieshaving
their principal place of businesslocated in Pennsyl-
vania at suchtime.

(3) Any regulated investmentcompany shall have
the right annually, to elect to computeits capital stock
or franchise tax by applying the rate of tax of five mills
upon each dollar to ten per cent of the capital stock
valueof such corporation. If exercisedthis electionshall
be in lieu of any other apportionmentor allocation to
which such corporation would otherwisebe entitled.

Section 2. This act shall takeeffect immediatelyand
shall apply to taxesimposedfor calendaryear 1964 and
thereafter or for fiscal years beginning in 1964 and
thereafter.

APPROVED—The22d dayof June,A. D. 1964.
WILLIAM W. SCRANTON

No. 4

AN ACT

Amending the act of May 16, 1935 (P. L. 208), entitled, as
amended,“An act to provide revenue for State purposesby
imposingan excise tax on the net incomesof certain corpora-
tions, joint-stock associations,and limited partnerships;pro-
viding for theassessment,collection,settlementandresettlement
of taxes,andreviews andappealtherefrom;conferringpowers,
andimposingdutieson certainpersons,corporations,joint-stock
associations,limited partnerships,State and county officers,
boardsanddepartments;and providing penalties,”further de-
fining net incomeandproviding a methodfor allocationof net
income of regulatedinvestmentcompanies.

The GeneralAssemblyof the Commonwealthof Penn-
sylvania hereby enactsas follows:

Section 1. Subclause (b) of clause 1 and the first
paragraphof clause2 of the definition of “Net Income”
in section 2, act of May 16, 1935 (P. L. 208), known as
the “Corporate Net Income Tax Act,” reenactedand
amendedApril 30, 1957 (P. L. 80), and amendedAu-
gust 14, 1963 (P. L. 805), are amendedto read:

Section 2. Definitions.—Thefollowing words, terms,
andphrases,when used in this act, shall havethe mean-
ing ascribed to them in this section, except where the
context clearly indicatesa different meaning.

* * *- * *

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

* * * * *

(b) For any taxableyear beginning after the thirty-
first day of December,onethousandnine hundred fifty-
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three,andending after the fifteenthday of August,one
thousandnine hundredfifty-four, exceptas hereinafter
provided in the case of stock life insurancecompanies,
taxableincomefor the calendaryearor fiscalyearasre-
turned to and ascertainedby the FederalGovernment,
or in the case of a corporationparticipating or which
has participatedin prior taxableyears in the filing of
consolidatedreturnsto the FederalGovernmentthe tax-
able income which would have been returned to and
ascertainedby the FederalGovernmentif separatetax
returnshad beenmadeto the FederalGovernmentfor
all yearsaffectedby the filing of consolidatedreturnsto
the FederalGovernment,subject,however,to anycorrec-
tions thereoffor fraud,evasionor error as finally ascer-
tained by the FederalGovernment:Provided, That in
the case of corporationseligible for a manufacturing,
processingor researchanddevelopmentexemptionunder
the act of June1, 1889 (P. L. 420), entitled ‘‘A further
supplementto an act entitled ‘An act to providerevenue
by taxation’ approvedthe seventhday of June,Anno
Domini one thousandeight hundredand seventy-nine,”
an additional deduction shall be allowed from taxable
income equal to one-half the amount allowed by the
Federal Governmentfor the depreciationof buildings,
structuresor improvements thereon or improvements
made thereto if such buildings, structuresor improve-
mentsthereonor improvementsmadetheretoareactually
used in manufacturing,processingor researchand de-
velopmentandthey consistof thosefor which the actual
construction or improvementproject commencesafter
the effectivedateof this act; however,thetotal deprecia-
tion shallnot exceedthe cost of the saidbuildings, struc-
tures or improvementsthereonor improvementsmade
thereto: And provided further, That additional deduc-
tions shall be allowedfrom taxableincome on accountof
(i) dividendsreceivedfrom any other corporationbut
only to the extent that such dividendsare included in
taxable income as returned to and ascertainedby the
FederalGovernment,(ii) an amount equalto the credit
againstthe Federalincome tax allowed for investment
in depreciableproperty, including without limitation
the credit allowedto a lesseefor leasedpropertyby the
Federalcorporationincome tax in force on the last day
of the income year: Provided,That deductionfor such
amount shall be allowed in equal annual installments
over a twelve-yearperiod, commencingwith the income
year in which the said creditwasallowedby the Federal
Government,and shall not exceedin the aggregatethe
Federalincometax credit asadjustedby reasonof early
dispositionof suchproperty. Any adjustmentof the de-
duction asprovidedhereinshall beestablishedby rulings
or regulationsof the Departmentof Revenue.The pro-
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visions of this subclauseshall be applicable to taxable
years ending after December 31, 1963: And provided
further, That no deduction shall be allowed for net
operatinglossessustainedby the corporationduring any
otherfiscal or calendaryear: And provided further,That
in the caseof stock life insurancecompanies,“net in-
come” for taxableyearsbeginning in one thousandnine
hundredfifty-four shall be one thousandnine hundred
fifty-four life insurancecompanytaxableincome as re-
turned to and ascertainedby the FederalGovernment
and for taxable yearsbeginning in one thousandnine
hundredfifty-five and thereaftershall be life insurance
companytaxableincome as returnedto and ascertained
by the FederalGovernment:And providedfurther,That
in the case of stock life, fire, casualtyand indemnity
insurancecompanies,doing businesson the mutual or
participatingplan, the term “net income” shallnot in-
clude the dividends paid to policyholders out of net
income: And provided further, That in the ease of
regulated investmentcompaniesas defined by the In-
ternal RevenueCode of 1954,as amended,“net income”
shall be investmentcornpanu taxable income as defined
in the aforesaid Internal RevenueCode of 1.954, a.c
amended.

2. In casetheentirebusinessof any corporation,other
than a corporationengagedin doing businessas an in-
suranceor suretycompanyor as a regulatedinvestment
company as defined by the Internal RevenueCode of
1954, as amended,is not transactedwithin this Com-
monwealth,the tax imposedby this act shall be based
upon suchportion of the net income of such corporation
for the fiscal or calendaryear, as defined in clauseone
hereof, as may be determinedby allocationsand appor-
tionmentsmadeas follows:

*• * * * *

Section 2. The definition of “Net Income’’ in sec-
tion 2 of the act is amendedby addingat the endthereof
a new clauseto read:

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

* * * * *

“Net Income.” * * *

4. In casethe entire businessof a corporation which
ha,s filed a timely electiona~1hasqualified to be taxed
as a regulatedinvestmentcompanyunder the provisions
of the Internal RevenueCode of 1954, as amended,is
not transactedwithin this Commonwealth,the tax im-
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posed by this act shall be basedupon such portion of
the net incomeof such corporationfor the fiscator ca.l-
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 whioh 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 thenet 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 imposing duties on certain persons, corporations, joint-stock
associations, limited partnerships, State and county officers,
boards and departments; and providing penalties,” deleting an
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-
sylvaniaherebyenactsas follows:

Section 1. Subclause(b) of clause1 andparagraph
(1) of subelause(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:


