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Purpose: To advise that an omnibus tax reform law was recently enacted containing 
amendments to certain provisions of the tax code relating to realty transfer tax and 
inheritance tax. 
 
Background: On July 2, 2012, an omnibus tax reform act (Act 85) was signed into law by 
the Governor of Pennsylvania. While the Act affects a number of tax types that are not 
pertinent to the title industry, there were amendments affecting realty transfer tax and 
inheritance tax that are pertinent. Those amendments are the focus of this Advisory. As it 
relates to realty transfer tax, the Act amends some definitions and, more importantly, 
extends an existing exempt transaction to another class of persons and limits another 
exemption. As it relates to inheritance tax, the Act makes a certain type of property exempt 
from inheritance tax. 
 
Advisory: Following are the pertinent amendments to the realty transfer tax statute: 

 
 The definition of “Association” in Section 1101-C (72 P.S. §8101-C) is amended to 

include limited liability partnerships. 
 

 The definitions of “Family Farm Corporation” and “Family Farm Partnership” in Section 
1101-C (72 P.S. §8101-C) are deleted and replaced with the definition of “Family Farm 
Business”. 
 

 The exemption under Section 1102-C.3(6) (72 P.S. §8102-C.3(6)), which applies to 
certain intra-family transactions, is expanded to include transfers “between a 
stepparent and a stepchild or the spouse of a stepchild.” Note: this exemption does 
not extend to transfers between stepchildren. 
 

 The provisions under Section 1102-C.5 (72 P.S. §8102-C.5), pertaining to when 
transfer tax is owed on the transfer of ownership interests in a real estate company, is 
amended to close a loophole frequently used to avoid transfer tax.1 The transfer of 
ownership interests in a real estate company is still taxable only if 90% or more of the 

                                                 
1 This amendment is intended to end the use of “89-11” agreements in which the transferring party transfers 89% of 
the ownership interests immediately and agrees to transfer the remaining 11% after three years. 
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ownership interest is transferred within a 3-year period, but the amendment draws in 
future transfers and includes them within the 3-year period if certain conditions apply: 

 
(1) the transferring party provides a legally binding commitment, 

enforceable at a future date, to execute the transfer;  
 
(2) the terms of the transfer are fixed and not subject to negotiation; 

and  
 
(3)   the transferring party receives full consideration, in any form, in 

exchange for the transfer. 
 
 
The Act amends the inheritance tax statute by making the inheritance of certain family farms 
exempt from inheritance tax. To be exempt, the real estate must be (1) devoted to the 
“business of agriculture” (as defined in the Act), (2) transferred to (i.e. inherited by) a 
member of the same family (as defined in the Act), and (3) continue to be devoted to the 
business of agriculture for at least seven years after the decedent’s death and derive an 
annual gross income of at least $2,000. 
 
If the real estate ceases to be devoted to the business of agriculture within seven 
years of the decedent’s death, it shall be subject to inheritance tax in the amount 
that would have been paid at the time of decedent’s death plus interest from the 
date of death.   

 

Please contact us with any questions. 

 
 
 
Note:  Under the Approved Attorney system, the scope of our relationship is limited to 
the functions of underwriting and the issuance of title insurance policies on your behalf 
and does not include closing or escrow services.  We sometimes provide information 
and recommendations with regard to your closing or escrow business as a courtesy to 
you.   Moreover, some communications, depending on whether noncompliance could 
impact on liability under our policies or closing protection letters, should be considered 
directives. This Advisory is being provided to you with those considerations in mind. 
 
 

WARNING: this Underwriting Communication is intended solely for the 
employees of Penn Attorneys/Ohio Bar Title Insurance Company and its Approved 
Attorneys, and is not to be distributed to third parties, and any reliance by any other 
person or entity is unauthorized. This Underwriting Communication is intended 
solely for the purpose of underwriting policies of Ohio Bar Title Insurance Company.  
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