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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1709 >

INTRODUCED BY WHITE, JUNE 28, 2021

AS REPORTED FROM COMMITTEE ON FINANCE, HOUSE OF REPRESENTATIVES,
AS AMENDED, JUNE 7, 2022
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fer—estimated—tasx—

AMENDING THE ACT OF MARCH 4, 1971 (P.L.6, NO.Z2), ENTITLED "AN <=--
ACT RELATING TO TAX REFORM AND STATE TAXATION BY CODIFYING
AND ENUMERATING CERTAIN SUBJECTS OF TAXATION AND IMPOSING
TAXES THEREON,; PROVIDING PROCEDURES FOR THE PAYMENT,
COLLECTION, ADMINISTRATION AND ENFORCEMENT THEREOF; PROVIDING
FOR TAX CREDITS IN CERTAIN CASES; CONFERRING POWERS AND
IMPOSING DUTIES UPON THE DEPARTMENT OF REVENUE, CERTAIN
EMPLOYERS, FIDUCIARIES, INDIVIDUALS, PERSONS, CORPORATIONS
AND OTHER ENTITIES; PRESCRIBING CRIMES, OFFENSES AND
PENALTIES," IN PERSONAL INCOME TAX, FURTHER PROVIDING FOR
DEFINITIONS, PROVIDING FOR ALTERNATE TAX IMPOSED AT PASS-
THROUGH ENTITY LEVEL AND FURTHER PROVIDING FOR TAXABILITY OF
PARTNERS, FOR INCOME OF A PENNSYLVANIA S CORPORATION AND FOR
INCOME TAXES IMPOSED BY OTHER STATES.

The General Assembly of the Commonwealth of Pennsylvania

hereby enacts as follows:
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Section—6+—This—act—shatt—take effect—in66—days~

SECTION 1. SECTION 301 (W) OF THE ACT OF MARCH 4, 1971
(P.L.6, NO.2), KNOWN AS THE TAX REFORM CODE OF 1971, IS AMENDED
TO READ:

SECTION 301. DEFINITIONS.--ANY REFERENCE IN THIS ARTICLE TO
THE INTERNAL REVENUE CODE OF 1986 SHALL MEAN THE INTERNAL
REVENUE CODE OF 1986 (PUBLIC LAW 99-514, 26 U.S.C. § 1 ET SEQ.),
AS AMENDED TO JANUARY 1, 1997, UNLESS THE REFERENCE CONTAINS THE
PHRASE "AS AMENDED" AND REFERS TO NO OTHER DATE, IN WHICH CASE
THE REFERENCE SHALL BE TO THE INTERNAL REVENUE CODE OF 1986 AS
IT EXISTS AS OF THE TIME OF APPLICATION OF THIS ARTICLE. THE
FOLLOWING WORDS, TERMS AND PHRASES WHEN USED IN THIS ARTICLE
SHALL HAVE THE MEANING ASCRIBED TO THEM IN THIS SECTION EXCEPT
WHERE THE CONTEXT CLEARLY INDICATES A DIFFERENT MEANING:

*x kX %

(W) "TAXPAYER" MEANS ANY INDIVIDUAL, ESTATE OR TRUST SUBJECT
TO THE TAX IMPOSED BY THIS ARTICLE, ANY PARTNERSHIP HAVING A
PARTNER WHO IS A TAXPAYER UNDER THIS ACT, ANY PENNSYLVANIA S
CORPORATION HAVING A SHAREHOLDER WHO IS A TAXPAYER UNDER THIS
ACT [AND], ANY PERSON REQUIRED TO WITHHOLD TAX UNDER THIS

ARTICLE AND, UNLESS OTHERWISE PROVIDED, A PASS—THROUGH ENTITY

THAT ELECTS TO PAY THE TAX TIMPOSED UNDER SECTION 302.3.

SECTION 2. THE ACT IS AMENDED BY ADDING A SECTION TO READ:

SECTION 302.3. ALTERNATE TAX IMPOSED AT PASS-THROUGH ENTITY

LEVEL.-—-(A) NOTWITHSTANDING ANY OTHER PROVISION OF THIS ACT, A

PASS-THROUGH ENTITY MAY ELECT, ON AN ANNUAL BASTS, TO HAVE THE

TAX IMPOSED UNDER THTS ARTICLE APPLTIED TO THE INCOME OF THE

PASS-THROUGH ENTITY. THE FOLLOWING SHATT APPIY:

(1) AN ELECTING PASS-THROUGH ENTITY SHALL BE SUBJECT TO AND
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SHALL PAY A TAX IMPOSED AT THE RATE PROVIDED IN SECTION 302 (B)

ON:

(I) EACH RESIDENT TAXABLE OWNER'S SHARE OF EACH CLASS OF

INCOME AND GAIN ENUMERATED IN SECTION 303 FOR THE TAXABLE YEAR.

(IT) FEACH NONRESIDENT TAXABLE OWNER'S SHARE OF EACH CLASS OF

INCOME AND GAIN ENUMERATED IN SECTION 303 FROM SOURCES WITHIN

THIS COMMONWEALTH FOR THE TAXABLE YEAR.

(2) AN ELECTING RESIDENT PENNSYLVANIA S CORPORATION SHALL BE

SUBJECT TO AND SHALL PAY A TAX IMPOSED AT THE RATE PROVIDED IN

SECTION 302 (B) ON EACH RESIDENT TAXABLE OWNER'S SHARE OF EACH

CLASS OF INCOME AND GAIN ENUMERATED IN SECTION 303 FOR THE

TAXABLE YEAR.

(3) AN ELECTING STANDARD PENNSYLVANIA S CORPORATION SHALL BE

SUBJECT TO AND SHALL PAY A TAX IMPOSED AT THE RATE PROVIDED IN

SECTION 302 (B) ON EACH TAXABLE OWNER'S SHARE OF EACH CLASS OF

INCOME AND GAIN ENUMERATED IN SECTION 303 FROM SOURCES WITHIN

THIS COMMONWEALTH FOR THE TAXABLE YEAR.

(4) AN ENTITY THAT TS DISREGARDED FOR TAX PURPOSES UNDER

THIS ARTICLE SHALL BE DISREGARDED FOR PURPOSES OF DETERMINING TF

AN INDIVIDUAL, ESTATE OR TRUST TS A TAXABLE OWNER OF AN INTEREST

IN THE INCOME, GAIN OR LOSS OF A PASS-THROUGH ENTITY THAT MAKES

AN ELECTION UNDER THIS SECTION.

(5) FOR PURPOSES OF DETERMINING THE TAX UNDER THIS

SUBSECTION, THE RESIDENCE OF A TAXABLE OWNER SHALL BE DETERMINED

AS OF THE LAST DAY OF THE PASS-THROUGH ENTITY'S TAXABLE YEAR.

(6) IN DETERMINING ITS TAX UNDER THIS SECTION, A PASS-

THROUGH ENTITY THAT OWNS A DIRECT OR INDIRECT OWNERSHIP INTEREST

IN ONE OR MORE PASS-THROUGH ENTITTIES SHALL INCLUDE TITS SHARE OF

EACH CLASS OF INCOME ENUMERATED IN SECTION 303 RECEIVED FROM

THOSE PASS-THROUGH ENTITIES. THE PASS—-THROUGH ENTITY THAT
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GENERATES AN ITEM OF INCOME, GAIN OR LOSS SHALL DETERMINE TITS

CLASSIFICATION AND WHETHER THAT ITEM OF INCOME, GAIN OR LOSS

CONSTITUTES INCOME OR LOSS FROM SOURCES WITHIN THIS

COMMONWEATTH .

(7) GUARANTEED PAYMENTS MADE TO A PARTNER TN A PARTNERSHTP

SHATLTL BE TREATED AS ADDITTIONAL INCOME ALTOCATED TO THE PARTNER.

WITH RESPECT TO A NONRESTIDENT TAXABLE OWNER, ONLY GUARANTEED

PAYMENTS THAT CONSTITUTE INCOME FROM SOURCES WITHIN THIS

COMMONWEALTH SHALL BE SUBJECT TO THE TAX UNDER THIS SECTION.

(8) IN DETERMINING THE TAX UNDER THIS SECTION, A PASS-

THROUGH ENTITY SHALL NOT BE PERMITTED TO USE ANY TAX CREDITS

OTHERWISE AVATTLABLE TO THE PASS-THROUGH ENTITY EXCEPT A CREDIT

FOR ESTIMATED TAXES PAID FOR THE CURRENT TAXABLE YFAR UNDER THTS

SECTION OR AN OVERPAYMENT OF A PRIOR-YEAR TAX PATD UNDER THIS

SECTION.

(B) (1) ANY ELECTION DESCRIBED UNDER SUBSECTION (A) SHALL

BE MADE BY AN INDIVIDUAL WITH AUTHORITY TO BIND THE PASS-THROUGH

ENTITY OR SIGN RETURNS UNDER THIS ARTICLE OR WHO IS AUTHORIZED

TO MAKE THE ELECTION AND REPRESENTS TO HAVING THE AUTHORIZATION

UNDER PENALTY OF PERJURY ON OR BEFORE THE FIFTEENTH DAY OF THE

FOURTH MONTH OF THE PASS-THROUGH ENTITY'S TAXABIE YEAR IN A

MANNER PRESCRIBED BY THE DEPARTMENT.

(2) IN INSTANCES WHERE A PASS-THROUGH ENTITY DOES NOT HAVE

EITHER A RESIDENT INDIVIDUAL, ESTATE OR TRUST AS A PARTNER,

MEMBER, SHAREHOLDER OR BENEFICIARY, OR INCOME OR LOSS FROM

SOURCES WITHIN THIS COMMONWEALTH AS OF THE FIFTEENTH DAY OF THE

FOURTH MONTH OF TITS TAXABLE YEAR, THE PASS—-THROUGH ENTITY MAY

MAKE AN FILECTTON WITHIN NINETY DAYS OF THE FARLIER OF MEETING

ETTHER THE OWNERSHTP OR TNCOME OR TOSS REQUIREMENT.

(3) AN ELECTION UNDER THTIS SECTION SHALL TAKE EFFECT FOR THE
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TAXABLE YEAR IN WHICH THE ELECTION IS SUBMITTED TO THE

DEPARTMENT. ONLY ONE ELECTION MAY BE SUBMITTED BY AN INDIVIDUAL

IDENTIFIED UNDER CLAUSE (1) ON BEHALF OF THE PASS—-THROUGH ENTITY

TO THE DEPARTMENT FOR THE TAXABLE YFEAR.

(4) AN EIECTION MADE UNDER THIS SECTION SHATL BE TRREVOCABLE

FOR THE TAXABLE YEAR.

(5) AN ELECTION UNDER THIS SECTION MAY BE MADE ONLY FOR TAX

YEARS THAT THE LIMITATION ON INDIVIDUAL DEDUCTIONS APPLTIES UNDER

SECTION 164 (B) (6) OF THE INTERNAL REVENUE CODE OF 1986 (PUBLIC

LAW 99-514, 26 U.S.C. § 164(B) (6)).

(C) (1) A TAXABLE OWNER OF AN INTEREST IN A PASS-THROUGH

ENTITY THAT EILECTS TO PAY TAX UNDER SUBSECTION (A) SHATLL BE

ALTLOWED A REFUNDABLE CREDIT AGAINST THE TAX TIMPOSED UNDER

SECTION 302 IN THE AMOUNT OF THE TAXABLE OWNER'S SHARE OF THE

TAX THAT THE PASS-THROUGH ENTITY ACTUALLY PATD UNDER THIS

SECTION. A TAXABLE OWNER'S SHARE OF THE TAX SHALL TAKE INTO

ACCOUNT GUARANTEED PAYMENTS AND OTHER SPECIAL ALLOCATIONS MADE

TO THE OWNER.

(2) A TAXABLE OWNER SHALL BE ENTITLED TO CLATIM THE CREDIT

UNDER CLAUSE (1) ON THE TAXABLE OWNER'S TAX RETURN THAT INCLUDES

THE TAST DAY OF THE TAXABLE YFAR OF THE PASS-THROUGH ENTITY.

(3) THE CREDIT ALLOWED UNDER THIS SUBSECTION SHALL BE

APPT.TFD AFTER THE APPLTICATION OF ALTL OTHER TAX CREDITS AVATIABLE

TO THE OWNER FOR THE TAXABLE YEAR. TF THE AMOUNT OF THE CREDIT

ALTLOWABLE UNDER THIS SUBSECTION FOR ANY TAXABLE YEAR EXCEEDS THE

TAX DUE FOR THE YEAR UNDER THIS ARTICLE, THE EXCESS AMOUNT SHALL

BE TREATED AS AN OVERPAYMENT, TO BE CREDITED OR REFUNDED.

(4) NO CREDIT SHATTL BE AILTOWED TO A TAXABLE OWNER UNDER

CLAUSE (1) UNLESS THE EILECTING PASS-THROUGH ENTITY PATD THE TAX

IMPOSED UNDER THIS ARTICLE AND PROVIDES THE DEPARTMENT ON ITS
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TAX RETURN ALL THE INFORMATION REQUIRED IN SUBSECTION (E) (2) AND

(3) .

(5) THE AGGREGATE AMOUNT OF CREDITS CLATMED BY ALL TAXABLE

OWNERS OF A PASS-THROUGH ENTITY UNDER CLAUSE (1) MAY NOT EXCEED

THE TAX THAT THE PASS-THROUGH ENTITY PATD UNDER SUBSECTION (A)

FOR THE TAXABLE YEAR.

(D) A PASS-THROUGH ENTITY THAT ELECTS TO PAY TAX UNDER

SUBSECTION (A) SHALL BE REQUIRED TO MAKE ESTIMATED TAX PAYMENTS

IN FOUR EQUAL INSTALLMENTS ON OR BEFORE THE FIFTEENTH DAY OF THE

FOURTH, SIXTH AND NINTH MONTH OF ITS TAXABLE YEAR, AND THE

FIFTEENTH DAY OF THE FIRST MONTH OF ITS SUBSEQUENT TAXABLE YEAR.

(E) (1) ON OR BEFORE THE DATE PROVIDED UNDER SECTION

330(A), EACH PASS-THROUGH ENTITY THAT ELECTS TO PAY TAX UNDER

SUBSECTION (A) SHALL FILE A RETURN FOR THE TAXABLE YEAR

REPORTING THE INFORMATION REQUIRED UNDER THIS ARTICILE.

(2) THE RETURN FILED UNDER CLAUSE (1) SHALL INCLUDE, IN A

FORMAT AS PRESCRIBED BY THE DEPARTMENT, A CERTIFICATION BY AN

INDIVIDUAL AUTHORIZED TO ACT ON BEHALF OF THE PASS-THROUGH

ENTTITY, WHICH INCLUDES THE FOLLOWING:

(I) A TIMELY, VALID ELECTION TO BE SUBJECT TO THE TAX UNDER

THTS ARTTICLE AND WHETHER A PENNSYTLVANTIA S CORPORATION IS

ELECTING TO BE TREATED AS A RESIDENT PENNSYLVANIA S CORPORATION

OR STANDARD PENNSYLVANTIA S CORPORATION.

(IT) THAT ALL STATEMENTS CONTAINED IN THE CERTIEFTCATION ARE

TRUE.

(3) FEACH PASS-THROUGH ENTITY THAT ELECTS TO PAY TAX UNDER

SUBSECTION (A) SHALL REPORT ON A RETURN REQUIRED UNDER THIS

ARTICLE THE FOLLOWING:

(I) ANY TAX DUE UNDER THIS ARTICILE. THE BALANCE OF ANY TAX

SHOWN ON THE RETURN, NOT PREVIOUSLY PATID AS INSTALLMENTS OF
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ESTIMATED TAX OR AN OVERPAYMENT OF A PRIOR-YEAR TAX, SHALL BE

PATD WITH THE RETURN.

(IT) IDENTIFYING INFORMATION OF EACH TAXABLE OWNER ELIGIBLE

TO RECEIVE A CREDIT UNDER SUBSECTION (C), INCLUDING A SOCIAL

SECURITY NUMBER OR TAX TIDENTTIFICATION NUMBER AND STATUS AS A

RESIDENT OR NONRESIDENT. THE PASS—THROUGH ENTITY MUST PROVIDE

INFORMATION SUFFICIENT TO IDENTIFY A DISREGARDED ENTITY AND TTS

TAXABLE OWNERS.

(ITT) FOR EACH TAXABLE OWNER WHO WITLL BE ENTITLED TO CLAIM A

CREDIT ON A TAX RETURN, THE TAXABLE OWNER'S SHARE OF THE TAX

IMPOSED ON THE PASS-THROUGH ENTITY UNDER THIS SECTION.

(IV) EACH RESTDENT TAXABILE OWNER'S SHARE OF THE PASS-THROUGH

ENTITY'S INCOME AND EACH NONRESIDENT TAXABLE OWNER'S SHARE OF

INCOME FROM SOURCES FROM WITHIN THIS COMMONWEALTH INCLUDED IN

THE TAX BASE UNDER THIS SECTION.

(V) THE CLASSTIFICATION OF EACH OWNER AS A TAXABLE RESIDENT

OR NONRESIDENT FOR PURPOSES OF CALCULATING THE PASS—-THROUGH

ENTITY'S TAX LIABILITY UNDER THIS SECTION.

(VI) ANY OTHER INFORMATTION AS REQUIRED BY THE DEPARTMENT.

(4) A PASS-THROUGH ENTITY THAT EIECTS TO PAY TAX UNDER

SUBSECTION (A) SHALL NOT BE REQUIRED TO WITHHOLD TAX FROM A

NONRESIDENT TAXABLE OWNER UNDER SECTION 324.

(5) TO MEET THE REQUIREMENTS OF THIS SECTION, IF A TAXABLE

OWNER HOLDS AN INTEREST IN THE PASS-THROUGH ENTITY THROUGH AN

ENTITY THAT IS A DISREGARDED ENTITY FOR PURPOSES OF THIS

ARTICLE, THE PASS-THROUGH ENTITY MUST PROVIDE INFORMATION

SUFFICIENT TO IDENTIFY BOTH THE DISREGARDED ENTITY THAT HOLDS AN

INTEREST IN THE PASS-THROUGH ENTITY AND THE TAXABLE OWNER THAT

OWNS THE DISREGARDED ENTITY AND IS ELIGIBLE FOR A CREDIT UNDER

SUBSECTION (C).

20210HB1709PN3195 - 10 -



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

30

(6) FEACH PASS-THROUGH ENTITY PAYING TAX UNDER THIS SECTION

SHALL REPORT TO EACH TAXABLE OWNER REQUIRED TO FILE A RETURN

UNDER THIS ARTICLE A STATEMENT THAT CONTAINS THE FOLLOWING

INFORMATTION::

(1) CLASSTIFICATION AS A RESTDENT TAXABLE OWNER OR A

NONRESIDENT TAXABLE OWNER FOR PURPOSES OF CALCULATING THE PASS-—

THROUGH ENTITY'S TAX UNDER SUBSECTION (A).

(IT) THE TAXABLE OWNER'S ALLOCABLE SHARE OF THE PASS-THROUGH

ENTITY'S INCOME INCLUDED IN THE TAX BASE FOR PURPOSES OF

COMPUTING THE TAX UNDER SUBSECTION (A).

(ITT) THE OWNER'S ALLOCABLE SHARE OF THE TAX PAID UNDER

SUBSECTION (A) .

(IV) ANY OTHER INFORMATION, AS REQUIRED BY THE DEPARTMENT.

(F) (1) ANY ASSESSMENT OF TAX IMPOSED UNDER THIS SECTION,

INCLUDING INTEREST, PENALTIES AND ADDITTIONS, SHALL BE ASSESSED

AGAINST THE PASS-THROUGH ENTITY AT THE TAX RATE APPLICABLE TO

THE TAX YEAR. THE DEPARTMENT MAY NOT ASSESS ANY ADDITIONAL TAX,

INCLUDING INTEREST, PENALTIES AND ADDITIONS, AGAINST THE TAXABLE

OWNERS .

(2) ANY DETERMINATION OF AN OVERPAYMENT OR REFUND OF TAX

IMPOSED UNDER THIS SECTION MADE SUBSEQUENT TO THE FILING OF THE

RETURN UNDER SUBSECTION (E) SHALL BE MADE AT THE PASS-THROUGH

ENTITY TEVEL AT THE TAX RATE APPLTICABLE TO THE TAX YEAR.

(3) THE PASS-THROUGH ENTITY SHALL BE REQUIRED TO PROVIDE

EACH OWNER A STATEMENT OF ANY ADJUSTMENT OF THE TAXABLE OWNER'S

CREDIT WITHIN NINETY DAYS OF AN ASSESSMENT, OVERPAYMENT OR

REFUND BECOMING FINAL.

(4) THE TAXABLE OWNER SHATLT REPORT THE ADJUSTMENT OF THE

CREDIT ON AN AMENDED RETURN FOR THE TAXABIE OWNER'S TAXABLE YEAR

THAT INCLUDES THE PASS-THROUGH ENTITY'S TAXABLE YEAR FOR WHICH

20210HB1709PN3195 - 11 -
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THE TAX WAS ASSESSED.

(5) ONLY THE PASS-THROUGH ENTITY MAY APPEAL OR SETTLE AN

ASSESSMENT OR OVERPAYMENT OF TAX ISSUED UNDER THIS SECTION OR

PETITION FOR A REFUND OF TAX TIMPOSED UNDER THIS SECTION.

(G) THE BASTIS OF BOTH A RESTDENT TAXABLE OWNER AND

NONRESIDENT TAXABLE OWNER OF A PASS-THROUGH ENTITY THAT ELECTS

TO PAY TAX UNDER SUBSECTION (A) SHALL BE DETERMINED AS IF THE

ELECTION UNDER SUBSECTION (B) HAD NOT BEEN MADE AND EACH OF THE

TAXABLE OWNERS OF THE TAXED PASS—-THROUGH ENTITY HAD PROPERLY

TAKEN INTO ACCOUNT EACH TAXABLE OWNER'S PRO RATA SHARE OF THE

TAXED PASS-THROUGH ENTITY'S ITEMS OF INCOME, GAIN, LOSS AND

DEDUCTION IN THE MANNER REQUIRED WITH RESPECT TO A PASS-THROUGH

ENTITY FOR WHICH NO SUCH ELECTION IS IN EFFECT.

(H) (1) UNLESS OTHERWISE PROVIDED IN THIS SECTION, THE

PROVISIONS OF THIS ARTICLE SHALL APPLY TO THIS SECTION.

(2) THE DEPARTMENT MAY ISSUE GUIDELINES AND PROMULGATE

REGULATIONS NECESSARY FOR THE IMPLEMENTATION OF THIS SECTION.

(1) (1) IN THE CASE OF ANY TAXABLE YEAR THAT INCLUDES THE

EFFECTIVE DATE OF THIS SECTION, A PASS—-THROUGH ENTITY MAY FILE

AN ELECTION UNDER SUBSECTION (B) (1) AT ANY TIME WITHIN NINETY

DAYS OF THE EFFECTIVE DATE OF THIS SECTION PROVIDED THAT TF THE

FELECTION IS MADE, THE PASS—-THROUGH ENTITY MUST, ON OR BEFORE THE

DATE THE NEXT ESTIMATED TAX PAYMENT TS DUE AFTER THE EILECTION,

MAKE AN ESTIMATED TAX PAYMENT EQUAL TO THE TOTAL ESTIMATED TAX

THAT WOULD HAVE BEEN DUE FOR THE TAX YEAR HAD THE ELECTION BEEN

MADE FOR THE FULL TAX YEAR, AND ANY NONRESTDENT WITHHOLDING MADE

UNDER SECTION 324 BY THE PASS-THROUGH ENTITY FOR THE CURRENT TAX

YEAR MAY BE APPLTIED BY THE PASS-THROUGH ENTITY AGAINST TITS

ESTIMATED TAX LIABTLITY.

(2) IN THE CASE OF ANY TAXABLE YEAR THAT TINCLUDES THE
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EFFECTIVE DATE OF THIS SECTION, ANY NONRESIDENT WITHHOLDING MADE

UNDER SECTION 324 BY THE PASS-THROUGH ENTITY FOR THE CURRENT TAX

YEAR FOR AN OWNER SHALL BE APPLIED BY THE PASS-THROUGH ENTITY

AGAINST TTS ESTIMATED TAX LIABILITY.

(3) IN THE CASE OF ANY TAXABLE YFAR THAT TINCLUDES THE

EFFECTIVE DATE OF THIS SECTION, THE DEPARTMENT MAY NOT ASSESS

INTEREST AND PENALTIES AGAINST AN ELIGIBLE PASS-THROUGH ENTITY

FOR ANY UNDERPAYMENT OF ESTIMATED TAX DUE UNDER SUBSECTION (D),

SO LONG AS THE ELTIGIBLE PASS—THROUGH ENTITY ACTED IN GOOD FATITH

WITH NO INTENT TO DEFRAUD THE COMMONWEALTH.

(J) AS USED IN THIS SECTION, THE FOLLOWING WORDS AND PHRASES

SHATLT HAVE THE MEANINGS GIVEN TO THEM IN THIS SUBSECTION UNLESS

THE CONTEXT CLEARTLY TNDICATES OTHERWISE:

"ELECTING PASS-THROUGH ENTITY." A PASS-THROUGH ENTITY THAT

ELECTS AT THE TIME IT MAKES ITS ELECTION TO BE SUBJECT TO THE

TAX UNDER THIS SECTION TO DETERMINE ITS TAX IN ACCORDANCE WITH

SUBSECTION (A) (1), (4), (5), (6), (7) AND (8).

"ELECTING RESIDENT PENNSYLVANIA S CORPORATION." A

PENNSYLVANIA S CORPORATION THAT IS A PASS-THROUGH ENTITY WHOSE

SHAREHOLDERS ONLY INCLUDE RESTDENT INDIVIDUALS, ESTATES OR

TRUSTS, AND DISREGARDED ENTITIES WHOSE OWNERS ONLY TINCLUDE

RESIDENT INDIVIDUALS, ESTATES OR TRUSTS THAT ELECTS AT THE TIME

IT MAKES ITS ELECTION TO BE SUBJECT TO THE TAX UNDER THIS

SECTION TO DETERMINE ITS TAX IN ACCORDANCE WITH SUBSECTION (A)

), 4), (5), (6), (7) AND (8).

"ELECTING STANDARD PENNSYLVANIA S CORPORATION." A

PENNSYLVANIA S CORPORATION THAT IS A PASS-THROUGH ENTITY WHOSE

SHAREHOLDERS ONLY INCLUDE RESTDENT AND NONRESTDENT TINDIVIDUALS,

ESTATES OR TRUSTS, AND DTISREGARDED ENTITIES WHOSE OWNERS ONLY

INCLUDE RESTDENT AND NONRESTIDENT TINDIVIDUALS, ESTATES OR TRUSTS
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THAT ELECTS AT THE TIME IT MAKES ITS ELECTION TO BE SUBJECT TO

THE TAX UNDER THIS SECTION TO DETERMINE ITS TAX IN ACCORDANCE

WITH SUBSECTION (A) (3), (4), (5), (&), (7) AND (8).

"NONRESTIDENT TAXABTE OWNER." AN INDIVIDUAL, ESTATE OR TRUST

SUBJECT TO THE TAX TMPOSED UNDER THIS ARTICLE, OTHER THAN A

RESTDENT TAXABLE OWNER, THAT TS A PARTNER, SHAREHOLDER, MEMBER

OR OTHER OWNER OF AN INTEREST IN A PASS—-THROUGH ENTITY THAT HAS

INCOME FROM SOURCES WITHIN THIS COMMONWEALTH.

"PARTNERSHIP." A DOMESTIC OR FOREIGN GENERAL PARTNERSHIP,

JOINT VENTURE, LIMITED PARTNERSHIP, LIMITED LIABTLITY COMPANY,

BUSINESS TRUST OR OTHER UNINCORPORATED ENTITY THAT FOR FEDERAL

INCOME TAX PURPOSES IS CLASSTIFIED AS A PARTNERSHTP. THE TERM

DOES NOT INCLUDE A PUBLICLY TRADED PARTNERSHTP.

"PASS-THROUGH ENTITY." A PARTNERSHIP OR PENNSYLVANIA S
CORPORATTION.
"RESIDENT TAXABLE OWNER." A RESIDENT INDIVIDUAL, RESIDENT

TRUST OR RESTIDENT ESTATE THAT IS A PARTNER, SHAREHOLDER, MEMBER

OR OTHER OWNER OF AN INTEREST IN A PASS-THROUGH ENTITY.

"TAXABLE OWNER." A RESTDENT TAXABLE OWNER OR NONRESTIDENT

TAXABLE OWNER.

SECTION 3. SECTIONS 306, 307.8(A) AND 314 OF THE ACT ARE
AMENDED TO READ:
SECTION 306. TAXABILITY OF PARTNERS.--EXCEPT AS PROVIDED

UNDER [SECTION] SECTIONS 302.3 AND 306.2, A PARTNERSHIP AS AN

ENTITY SHALL NOT BE SUBJECT TO THE TAX IMPOSED BY THIS ARTICLE,
BUT THE INCOME OR GAIN OF A MEMBER OF A PARTNERSHIP IN RESPECT
OF SAID PARTNERSHIP SHALL BE SUBJECT TO THE TAX AND THE TAX
SHALL BE IMPOSED ON HIS SHARE, WHETHER OR NOT DISTRIBUTED, OF
THE INCOME OR GAIN RECEIVED BY THE PARTNERSHIP FOR ITS TAXABLE

YEAR ENDING WITHIN OR WITH THE MEMBER'S TAXABLE YEAR.
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SECTION 307.8. INCOME OF A PENNSYLVANIA S CORPORATION.--(A)
A PENNSYLVANIA S CORPORATION SHALL NOT BE SUBJECT TO THE TAX
IMPOSED BY THIS ARTICLE, EXCEPT AS PROVIDED UNDER SUBSECTION (F)

AND SECTION 302.3, BUT THE SHAREHOLDERS OF THE PENNSYLVANIA S

CORPORATION SHALL BE SUBJECT TO THE TAX IMPOSED UNDER THIS
ARTICLE AS PROVIDED IN THIS ARTICLE.

* x *

SECTION 314. INCOME TAXES IMPOSED BY OTHER STATES.--(A) A
RESIDENT TAXPAYER BEFORE ALLOWANCE OF ANY CREDIT UNDER SECTION
302.3 OR 312 SHALL BE ALLOWED A CREDIT AGAINST THE TAX OTHERWISE
DUE UNDER THIS ARTICLE FOR THE AMOUNT OF ANY INCOME TAX, WAGE
TAX OR TAX ON OR MEASURED BY GROSS OR NET EARNED OR UNEARNED
INCOME IMPOSED ON HIM OR ON A PENNSYLVANIA S CORPORATION OR _

PARTNERSHTP IN WHICH HE IS A DIRECT OR INDIRECT SHAREHOLDER OR

PARTNER, TO THE EXTENT [OF HIS PRO RATA SHARE THEREOF DETERMINED

IN ACCORDANCE WITH SECTION 307.9,] THAT THE TAX WAS IMPOSED ON

THE TAXPAYER'S DISTRIBUTIVE SHARE OR OTHER SHARE THEREOF BY

ANOTHER STATE WITH RESPECT TO INCOME WHICH IS ALSO SUBJECT TO
TAX UNDER THIS ARTICLE. FOR PURPOSES OF THIS SUBSECTION, THE
TERM "STATE" SHALL ONLY INCLUDE A STATE OF THE UNITED STATES,
THE DISTRICT OF COLUMBIA, THE COMMONWEALTH OF PUERTO RICO AND
ANY TERRITORY OR POSSESSION OF THE UNITED STATES.

(B) THE CREDIT PROVIDED UNDER THIS SECTION SHALL NOT EXCEED
THE PROPORTION OF THE TAX OTHERWISE DUE UNDER THIS ARTICLE THAT
THE AMOUNT OF THE TAXPAYER'S INCOME SUBJECT TO TAX BY THE OTHER
JURISDICTION BEARS TO HIS ENTIRE TAXABLE INCOME.

(C) IN LIEU OF SUBMITTING A COPY OF EACH STATE RETURN IN

WHICH A TAX LTABTLITY TS REPORTED AND TAX IS PATD, A PARTNER,

SHAREHOLDER, PARTNERSHTP OR PENNSYTLVANIA S CORPORATION MAY

PROVIDE A CERTIFTED STATEMENT THAT REFLECTS EACH PARTNER'S OR
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1 SHAREHOLDER'S SHARE OF TAXABLE INCOME, AMOUNT OF STATE INCOME

2 TAX PATD AND OTHER INFORMATION THAT THE DEPARTMENT REQUIRES.

3 SECTION 4. THIS ACT SHALL APPLY AS FOLLOWS:

4 (1) THE AMENDMENT OR ADDITION OF SECTIONS 301 (W), 302.3,
5 306 AND 307.8(A) OF THE ACT SHALL APPLY TO TAXABLE YEARS

6 BEGINNING AFTER DECEMBER 31, 2021.

7 (2) THE AMENDMENT OF SECTION 314 (A) SHALL APPLY TO

8 TAXABLE YEARS BEGINNING AFTER DECEMBER 31, 2020.

9 SECTION 5. THIS ACT SHALL TAKE EFFECT IMMEDIATELY.
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