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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 229 =%~

| NTRODUCED BY TRELLO, DOVBROWBKI, JAROLIN, HOALETT, MNAI ALE,
PRESSMVANN, Tl GUE, WASS, VAN HORNE, LLOYD, PRESTON, CORRI GAN,
YANDRI SEVI TS, CALTAG RONE, NOYE, BATTI STO, PI STELLA, GEl ST,
BALDW N, KUKOVI CH, DALEY, COLAFELLA, FARGO, ARGALL, HALUSKA,
BURD, MORRI S, LUCYK, MERRY, OLASZ, HERVAN, CAPPABI ANCA
JOHNSON AND Cl VERA, FEBRUARY 9, 1987

REFERRED TO COW TTEE ON FI NANCE, FEBRUARY 9, 1987

AN ACT

1 Anending the act of Decenber 31, 1965 (P.L.1257, No.511),

2 entitled "An act enpowering cities of the second class,

3 cities of the second class A, cities of the third class,

4 bor oughs, towns, townships of the first class, townships of

5 t he second cl ass, school districts of the second cl ass,

6 school districts of the third class and school districts of

7 the fourth class including i ndependent school districts, to

8 | evy, assess, collect or to provide for the Ievying,

9 assessment and collection of certain taxes subject to maxi num
10 limtations for general revenue purposes; authorizing the

11 establ i shment of bureaus and the appoi ntnment and conpensati on
12 of officers, agencies and enployes to assess and coll ect such
13 taxes; providing for joint collection of certain taxes,

14 prescribing certain definitions and other provisions for

15 taxes | evied and assessed upon earned income, providing for
16 annual audits and for collection of delinquent taxes, and

17 permtting and requiring penalties to be inposed and

18 enforced, including penalties for disclosure of confidential
19 i nformati on, providing an appeal fromthe ordi nance or
20 resolution | evying such taxes to the court of quarter
21 sessions and to the Suprenme Court and Superior Court,"
22 granting political subdivisions, including certain counties,
23 addi tional powers to tax the inconme of individuals; and
24 aut hori zing an optional taxing district personal inconme tax
25 equivalent with certain limtations and restrictions.
26 The General Assenbly of the Conmonweal th of Pennsyl vani a

27 hereby enacts as follows:



Section 1. The title of the act of Decenber 31, 1965
(P.L.1257, No.511), known as The Local Tax Enabling Act, is
anended to read:

AN ACT

1

2

3

4

5 Enpowering cities of the second class, cities of the second

6 class A cities of the third class, boroughs, towns,

7 townshi ps of the first class, townships of the second class,
8 school districts of the second class, school districts of the
9

third class and school districts of the fourth cl ass

10 i ncl udi ng i ndependent school districts, to |levy, assess,

11 collect or to provide for the |evying, assessnent and

12 coll ection of certain taxes subject to maximumlimtations
13 for general revenue purposes; enpowering counties of the

14 second class through the eighth class to | evy, assess,

15 collect or to provide for the |evying, assessnent and

16 collection of a personal incone tax equivalent tax only;

17 aut hori zing the establishnent of bureaus and the appoi nt nent
18 and conpensation of officers, agencies and enpl oyes to assess
19 and col l ect such taxes; providing for joint collection of

20 certain taxes, prescribing certain definitions and ot her

21 provi sions for taxes |levied and assessed upon earned incone,
22 provi ding for annual audits and for collection of delinquent
23 taxes, and permtting and requiring penalties to be inposed
24 and enforced, including penalties for disclosure of

25 confidential information, providing an appeal fromthe

26 ordi nance or resolution |evying such taxes to the court of
27 [quarter sessions] comon pleas and to the Suprene Court and
28 Superior Court.

29 Section 2. The introductory paragraph of section 2 and

30 section 8 of the act, anended Cctober 11, 1984 (P.L. 885,
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No. 172), are anmended to read:

Section 2. Delegation of Taxing Powers and Restrictions
Thereon. --The duly constituted authorities of the foll ow ng
political subdivisions, cities of the second class, cities of
the second class A, cities of the third class, boroughs, towns,
townshi ps of the first class, townships of the second class,
school districts of the second class, school districts of the
third class, and school districts of the fourth class, in al
cases including i ndependent school districts, may, in their
di scretion, by ordinance or resolution, for general revenue
pur poses, |evy, assess and collect or provide for the |evying,
assessnment and col l ection of such taxes as they shall determ ne
on persons, transactions, occupations, privileges, subjects and
personal property within the limts of such political
subdi vi si ons, and upon the transfer of real property, or of any
interest in real property, situate within the political
subdi vi sion | evyi ng and assessing the tax, regardl ess of where
the instrunents maeking the transfers are nade, executed or
delivered or where the actual settlenents on such transfer take
pl ace. The taxing authority may provide that the transferee
shall remain liable for any unpaid realty transfer taxes inposed

by virtue of this act. The duly constituted authorities of

counties of the second class through eighth class may, in their

di scretion, by ordi nance or resolution, for general revenue

pur poses, |evy, assess and collect or provide for the |evying,

assessnent and collection of a residential property tax

equi val ency | evi ed upon the personal incone of their residents.

Each |l ocal taxing authority may, by ordi nance or resol ution,
exenpt any person whose total incone fromall sources is |ess

than five thousand dol |l ars ($5,000) per annum fromthe per
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1 capita or simlar head tax, occupation tax and occupati onal

2 privilege tax, or earned incone tax, or any portion thereof, and
3 nmay adopt regulations for the processing of clains for

4 exenptions. Such local authorities shall not have authority by

5 wvirtue of this act:

6 * %

7 Section 8. Limtations on Rates of Specific Taxes.--(a) No
8 taxes levied under the provisions of this act shall be |evied by
9 any political subdivision on the follow ng subjects exceedi ng

10 the rates specified in this section:

11 (1) Per capita, poll or other simlar head taxes, ten

12 dollars (%$10).

13 (2) On each dollar of the whole volunme of business

14 transacted by whol esal e deal ers in goods, wares and mnerchandi se,
15 one mll, by retail dealers in goods, wares and nerchandi se and
16 by proprietors of restaurants or other places where food, drink
17 and refreshnents are served, one and one-half mlls; except in
18 cities of the second class, where rates shall not exceed one

19 mll on whol esale dealers and two mlls on retail dealers and
20 proprietors. No such tax shall be levied on the dollar vol une of
21 business transacted by whol esale and retail deal ers derived from
22 the resal e of goods, wares and nerchandi se, taken by any deal er
23 as a trade-in or as part paynent for other goods, wares and
24 nmerchandi se, except to the extent that the resale price exceeds
25 the trade-in allowance.
26 (3) [On] (i) Except as hereinafter provided, on wages,
27 sal aries, conm ssions and ot her earned inconme of individuals,
28 one percent[.] when a political subdivision declines to use the
29 optional incone tax provisions in section 13.1.
30 (ii) When a political subdivision utilizes the optional tax
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provi sions of section 13.1, all incone of individuals shall be

taxable and no rate limtation shall be i nposed on any political

subdi vi sion which utilizes such opti onal tax provisions.

(4) On retail sales involving the transfer of title or
possessi on of tangi ble personal property, two percent.

(5 On the transfer of real property, one percent.

(6) On admissions to places of amusenent, athletic events
and the like, and on notion picture theaters in cities of the
second cl ass, ten percent.

(7) Flat rate occupation taxes not using a nmllage or
percentage as a basis, ten dollars ($10).

(8) COccupational privilege taxes, ten dollars ($10).

(9) On admissions to ski facilities, ten percent. The tax
base upon which the tax shall be |evied shall not exceed forty
percent of the cost of the lift ticket. The lift ticket shal
include all costs of adm ssions to the ski facility.

(10) On adm ssions to golf courses, ten percent. The tax
base upon which the tax shall be |evied shall not exceed forty
percent of the greens fee. The greens fee shall include al
costs of adm ssions to the golf course.

(b) Except as otherwi se provided in this act and except when

a political subdivision inposes the optional incone tax set

forth in section 13.1, at any tine two political subdivisions

shall inpose any one of the above taxes on the sanme person,

subj ect, business, transaction or privilege, |ocated within both
such political subdivisions, during the same year or part of the
same year, under the authority of this act then the tax |evied
by a political subdivision under the authority of this act

shall, during the tinme such duplication of the tax exists,

except as hereinafter otherw se provided, be one-half of the
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rate, as above limted, and such one-half rate shall becone
effective by virtue of the requirenents of this act fromthe day
such duplication becones effective wi thout any action on the
part of the political subdivision inposing the tax under the
authority of this act. Wen any one of the above taxes has been
| evied under the provisions of this act by one political
subdi vi si on and a subsequent levy is made either for the first
time or is revived after a | apse of time by another political
subdi vi sion on the sane person, subject, business, transaction
or privilege at a rate that woul d nake the conbi ned | evies
exceed the limt allowed by this subdivision, the tax of the
second political subdivision shall not becone effective until
the end of the fiscal year for which the prior tax was |evied,
unl ess:

(1) Notice indicating its intention to nake such levy is
given to the first taxing body by the second taxing body as
follows: (i) when the notice is given to a school district it
shall be given at |least forty-five days prior to the |ast day
fixed by law for the levy of its school taxes; (ii) when given
to any other political subdivision it shall be prior to the
first day of January i mediately preceding, or if a |last day for
t he adoption of the budget is fixed by law, at |east forty-five
days prior to such last day; or

(2) Unless the first taxing body shall indicate by
appropriate resolution its desire to waive notice requirenents
in which case the | evy of the second taxing body shall becone
effective on such date as may be agreed upon by the two taxing
bodi es.

(c) It is the intent and purpose of this provision to limt

rates of taxes referred to in this section so that the entire

19870H0229B0250 - 6 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

burden of one tax on a person, subject, business, transaction or
privilege shall not exceed the Iimtations prescribed in this
section: Provided, however, That any two political subdivisions
whi ch i npose any one of the above taxes, on the sane person,

subj ect, business, transaction or privilege during the sanme year
or part of the sanme year nmay agree anong thensel ves that,

instead of limting their respective rates to one-half of the
maxi mum rate herein provided, they will inpose respectively
different rates, the total of which shall not exceed the maxi mum
rate as above permtted.

(d) Notw thstanding the provisions of this section, any city
of the second class A nmay enact a tax upon wages, salaries,
conmi ssi ons and ot her earned inconme of individuals resident
t herein, not exceedi ng one percent, even though a school
district levies a simlar tax on the sanme person provided that
t he aggregate of both taxes does not exceed two percent.

Section 3. Sections 10(b), 11 and 12 of the act are anended
to read:

Section 10. Collection of Taxes.--* * *

(b) Single Collector for [Earned] Inconme Taxes When Certain
School Districts |Inpose Such Taxes. --Wenever a school district
of the second, third or fourth class shall be established
pursuant to section 296, act of March 10, 1949 (P.L.30), known
as the "Public School Code of 1949," added August 8, 1963 (P.L.
564), and such school district shall |evy, assess and collect or
provi de for the |evying, assessnent and collection of [a] any
tax upon [earned] income, such school district and all cities,
bor oughs, towns and townships within its geographical limts
whi ch | evy, assess and collect or provide for the |evying,

assessnment and collection of [a] any tax upon [earned] incone,
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may on January 1, 1967, or as soon thereafter as the school
district shall provide for the | evying, assessnment and
col l ection of any taxes upon [earned] income, select one person
or agency to collect the taxes upon [earned] incone inposed by
all such political subdivisions. In selecting such person or
agency, each political subdivision shall share in the selection
upon a basis agreed upon by each political subdivision, or in

t he absence of any agreenent on the basis of voting according to
the proportion that the popul ati on of each bears to the entire
popul ati on of the conbined collection district, according to the
| atest official Federal census, and the majority of such votes
cast shall determ ne the person or agency selected to collect
the taxes. The provisions of this paragraph shall not prohibit
school districts and other political subdivisions which |evy,
assess and collect or provide for the | evying, assessnment and
col l ection of any taxes upon [earned] income, under authority of
this act, fromselecting the same person or agency to collect
such tax upon [earned] income in an area |arger than the
geographical limts of a school district established pursuant to
section 296 of the "Public School Code of 1949."

Section 11. Audits of [Earned] Incone Taxes.--Except in
cities of the second class, the governing body of each political
subdi vi si on which | evies, assesses and collects or provides for
t he | evying, assessnent and collection of [a] any tax upon
[earned] income, shall provide for not |ess than one exam nation
each year of the books, accounts and records of the incone tax
collector, by a certified public accountant, a firmof certified
publ i c accountants, a conpetent independent public accountant,
or a firmof independent public accountants appointed by the

governi ng body. \Wenever one person or agency is selected to
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col l ect [earned] any incone taxes for nore than one political
subdi vi si on, the books, accounts and records of such person or
agency shall be exam ned as provided above in the case of a tax
col l ector for each political subdivision, except that the
accountant shall be selected in the nmanner provided for

sel ection of one person or agency to collect [earned] any incone
taxes for the school district established under section 296 of
the "Public School Code of 1949," and the cities, boroughs,
towns and townships within the geographical limts of such
school district. The reports of the audit shall be sent to the
governi ng body or bodies of the political subdivision or
political subdivisions enploying the accountant. No further or
addi tional audit shall be perforned by el ected or appointed
audi tors.

Section 12. Audits of Taxes Other Than [ Earned] Incone
Taxes. -- The books, accounts and records of persons collecting
taxes pursuant to this act, other than taxes |evied, assessed
and col | ected upon [earned] incone, shall be audited, adjusted
and settled in the manner prescribed by Iaw for the auditing,
adjusting and settling of accounts of persons receiving or
expendi ng funds of the political subdivision which has |evied,
assessed and col |l ected the taxes pursuant to this act, other
than taxes |evied, assessed and col |l ected upon [earned] incone.

Section 4. The introductory paragraph, divisions | and |
and subdivision B of division IIl of section 13 of the act,

di vision | anended Cctober 4, 1978 (P.L.930, No.177), are
amended to read:

Section 13. [Earned] Inconme Taxes.--On and after the
effective date of this act the remaining provisions of this

section shall be included in or construed to be a part of each
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tax | evied and assessed upon [earned] any portion of incone by

any political subdivision |levying and assessing such tax

pursuant to this act. The definitions contained in this section

shall be exclusive for any tax upon [earned] any portion of
income and net profits |levied and assessed pursuant to this act,
and shall not be altered or changed by any political subdivision
| evyi ng and assessi ng such tax.

I. Definitions

"Association.” A partnership, limted partnership, or any

ot her uni ncorporated group of two or nore persons.

"Business."” An enterprise, activity, profession or any other
undertaki ng of an uni ncorporated nature conducted for profit or
ordinarily conducted for profit whether by a person,
partnershi p, association, or any other entity.

"Corporation.” A corporation or joint stock association
organi zed under the laws of the United States, the Commonweal th
of Pennsylvania, or any other state, territory, foreign country
or dependency.

"Current year." The cal endar year for which the tax is

| evi ed.

"Domicile." The place where one lives and has his pernmanent
home and to which he has the intention of returning whenever he
is absent. Actual residence is not necessarily domcile, for
domcile is the fixed place of abode which, in the intention of

t he taxpayer, is permanent rather than transitory. Domcile is
the voluntarily fixed place of habitation of a person, not for a
nmere special or limted purpose, but with the present intention
of making a permanent home, until sone event occurs to induce

himto adopt some other pernmanent hone. In the case of

busi nesses, or associations, the domcile is that place

19870H0229B0250 - 10 -
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consi dered as the center of business affairs and the place where
its functions are di scharged.

"Earned incone." Salaries, wages, conm ssions, bonuses,

i ncentive paynments, fees, tips and other conpensation received
by a person or his personal representative for services
rendered, whether directly or through an agent, and whether in
cash or in property; not including, however, wages or
conpensation paid to persons on active mlitary service,
periodi ¢ paynments for sickness and disability other than regular
wages received during a period of sickness, disability or
retirement or paynents arising under workmen's conpensation
acts, occupational disease acts and simlar |egislation, or
paynments conmonly recogni zed as old age benefits, retirenent pay
or pensions paid to persons retired fromservice after reaching
a specific age or after a stated period of enpl oynent or
paynents conmonly known as public assistance, or unenpl oynment
conpensati on paynents made by any governnental agency or
paynents to rei mburse expenses or paynents made by enpl oyers or
| abor unions for wage and sal ary suppl enental prograns,

i ncluding, but not limted to, programnms covering
hospitalization, sickness, disability or death, supplenmental
unenpl oynment benefits, strike benefits, social security and
retirenent.

"Incone tax officer or officer.” Person, public enploye or
private agency desi gnated by governing body to collect and
adm nister the tax on [earned] inconme and net profits.

"Enpl oyer." A person, partnership, association, corporation,
institution, governnmental body or unit or agency, or any other
entity enploying one or nore persons for a salary, wage,

conmmi ssi on or other conpensati on.
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"Net profits.” The net incone fromthe operation of a
busi ness, profession, or other activity, except corporations,
after provision for all costs and expenses incurred in the
conduct thereof, determned either on a cash or accrual basis in
accordance with the accounting systemused in such business,
prof ession, or other activity, but w thout deduction of taxes

based on i ncone.

"Nonresident." A person, partnership, association or other

entity domciled outside the taxing district.

"Person or individual." A natural person.

"Preceding year." The cal endar year before the current year.

"Resident." A person, partnership, association or other

entity domciled in the taxing district.

"Succeedi ng year." The cal endar year follow ng the current

year.

"Taxpayer." A person, partnership, association, or any other
entity, required hereunder to file a return of [earned] any
income or net profits, or to pay a tax thereon.
I1. Inposition of Tax
The tax | evied under this act shall be applicable to [earned]

any portion of incone received and to net profits earned in the

period begi nning January 1, of the current year, and endi ng
Decenber 31, of the current year or for taxpayer fiscal years
beginning in the current year, except that taxes inposed for the
first tinme shall becone effective fromthe date specified in the
ordi nance or resolution, and the tax shall continue in force on
a cal endar year or taxpayer fiscal year basis, wthout annual
reenactnent, unless the rate of the tax is subsequently changed.
Changes in rate shall becone effective on the date specified in

t he ordi nance.
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I1l1. Declaration and Paynment of Tax
* x *
B. [Earned] Incone.
Annual [Earned] |nconme Tax Return.
At the election of the governing body every taxpayer shall,
on or before April 15, of the succeeding year, nake and file
with the officer on a form prescribed or approved by the officer

a final return showi ng the amount of [earned] any portion of

i nconme received during the period beginning January 1, of the
current year, and endi ng Decenber 31, of the current year, the
total amount of tax due thereon, the anmount of tax paid thereon,
t he amobunt of tax thereon that has been w thheld pursuant to the
provisions relating to the collection at source and the bal ance
of tax due. At the tinme of filing the final return, the taxpayer
shall pay the bal ance of the tax due or shall make demand for
refund or credit in the case of overpaynent.

[ Earned] I ncome Not Subject to Wthhol di ng.

Every taxpayer who is enployed for a salary, wage,
conmi ssion, or other conpensation and who received any [earned]
portion of income not subject to the provisions relating to
coll ection at source, shall as the governing body el ects:

(1) Make and file with the officer on a form prescribed or
approved by the officer, an annual return setting forth the
aggregat e amount of [earned] such incone not subject to
wi t hhol di ng from himduring the period beginning January 1, and
endi ng Decenber 31, of the current year, and such other
information as the officer may require, and pay to the officer
t he amobunt of tax shown as due thereon on or before April 15, of
t he succeedi ng year, or

(2) Make and file with the officer on a form prescribed or
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approved by the officer, a quarterly return on or before Apri
30, of the current year, July 31, of the current year, October
31, of the current year, and January 31, of the succeedi ng year,
setting forth the aggregate anmount of [earned] inconme not
subject to withholding by himduring the three-nonth periods
endi ng March 31, of the current year, June 30, of the current
year, Septenber 30, of the current year, and Decenber 31, of the
current year, respectively, and subject to the tax, together
wi th such other information as the officer may require. Every
t axpayer maki ng such return shall, at the tinme of filing
thereof, pay to the officer the anmount of tax shown as due
t her eon.
* x *
Section 5. The act is anmended by adding a section to read:

Section 13.1 Optional Personal | ncone Tax Equi val ent

Aut hori zati on for School Districts.--(a) Subject to the

limtations set forth in subsection (c), a taxing district, in

addition to any other taxes authorized by | aw may provi de by

ordi nance or resolution for a residential property tax

equi val ency | evi ed upon the personal incone of the residents of

its district. The taxing district shall first determ ne the

necessary uniformreal property tax levy to neet their budget

needs for the fiscal year. The portion of any residenti al

property tax necessary to neet this requirenent woul d be

sati sfied by the equi val ent anount of personal incone tax |evy.

Each year the Departnment of Education for school districts and

the Departnment of Community Affairs for all other taxing

districts shall calculate the personal incone tax equival ent of

each mll of residential property tax. The departnents shall use

the assessed val ue of residential property |l ocated w thin each
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taxing district as certified to the departnents by the State Tax

Equal i zati on Board and the personal incone reported of the

resi dents of each taxing district as certified to the

departnents by the Secretary of Revenue in this cal cul ati on.

(b)Y The tax inposed in subsection (a) shall be subject to

the provisions of section 13 relating to the coll ection of,

reporting of, withholding of and the paynent and penalties for

| ate paynents of an earned i ncone tax.

(c) Every taxing district which i nposes the equi val ency tax

aut hori zed in subsection (a) shall not inpose or collect any

real property tax on real estate classified and assessed as

residential real property, but shall continue to i npose and

collect a real property tax on any real estate classified

assessed as commercial property, industrial property or

agricul tural property.

(d) Whenever a taxing district initially inposes the tax

aut hori zed in subsection (a), such taxing district shall retain

that tax structure for a period of at | east two years.

Thereafter, whenever such taxing district desires to change its

tax structure by utilizing the options available in this act,

such change as the taxing district effects shall be conti nued

for a period of at | east SsiXx years.

(e) Any taxing district, other than a county, which does not

choose to inpose the tax set forth in subsection (a) shall be

limted to i nposing any i ncone tax provided in this act only

upon the earned i ncone of the residential taxpayer.

(f) Wthin thirty days after recei pt of any real property

tax bill, a |l andl ord whose property is classified residential by

t he assessing authority shall disclose in witing to each tenant

who has occupied a rental unit for nore than forty-five days,
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the reduction in real property taxes, if any, under this

anendatory act which is attributable to the tenant's unit. The

anount of tax reduction attributable to each unit shall be based

upon all ocated square footage occupi ed or other reasonabl e

criterion.

(g) As used in this section the foll owi ng words and phrases

shal|l have the neanings given to themin this subsection:

"I ncone."” (1) The follow ng classifications shal

constitute i ncone for purposes of this section:

(i) Conpensation. All salaries, wages, conni ssions, bonuses

and i ncentive paynents, whether based on profits or otherw se,

fees, tips and sinilar renmunerati on received for services

rendered, whether directly or through an agent and whether in

cash or in property, except inconme derived fromthe United

States Governnment for active duty outside the Cormonweal th of

Pennsyl vania as a nenber of its arned forces.

(ii) Net profits. The net incone fromthe operation of a

busi ness, profession, or other activity, except corporations,

after provision for all costs and expenses incurred in the

conduct thereof, deternined either on a cash or accrual basis in

accordance with accepted accounti ng princi ples and practices but

wi t hout deducti on of taxes based on i ncone.

(iii) Net gains or incone fromdi sposition of property. Net

gains or net incone, |less net |osses, derived fromthe sale,

exchange or other disposition of property, including real or

personal , whether tangi ble or intangi ble as determ ned in

accordance with accepted accounting princi ples and practi ces.

For the purpose of this act, for the determ nati on of the basis

of any property, real and personal, if acquired prior to June 1

1971, the date of acquisition shall be adjusted to June 1, 1971,
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as if the property had been acquired on that date. |If the

property was acquired after June 1, 1971, the actual date of

acqui sition shall be used in determnm nati on of the basis. The

term"net gains or incone" shall not include gains or incone

derived fromobligati ons which are statutorily free from State

or |l ocal taxation under any other act of the General Assenbly of

t he Commonweal th of Pennsyl vania or under the | aws of the United

States. The term "sal e, exchange or other disposition" shall not

i ncl ude the exchange of stock or securities in a corporation a

party to a reorgani zati on i n pursuance of a plan of

reorgani zation, solely for stock or securities in such

corporation or in another corporation a party to the

reorgani zati on and the transfer of property to a corporati on by

one or nore persons solely in exchange for stock or securities

in such corporation if inmmediately after the exchange, such

person or persons are in control of the corporation. For

pur poses of this clause, stock or securities issued for services

shall not be considered as issued in return for property.

(iv) Net gains or incone derived fromor in the form of

rents, rovyalties, patents and copyri ghts.

(v) Dividends.

(vi) Interest derived fromobligati ons which are not

statutorily free from State or | ocal taxation under any other

act of the General Assenbly of the Commpbnweal th of Pennsyl vani a

or under the laws of the United States.

(vii) Ganbling and | ottery w nni ngs.

(viii) Net gains or incone derived through estates or

trusts.

(2) To the extent that incone or gain is subject to tax

under one of the classes of incone enunerated in this
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definition, such incone or gain shall not be subject to tax

under another of such enunerated cl asses.

(3) The term"income" shall not nean or include:

(i) periodic paynents for sickness and disability other than

requl ar wages recei ved during a period of sickness or

di sability:

(ii) disability, retirenent or other paynents arising under

wor knmen' s conpensati on acts, occupational di sease acts and

simlar |egislation by any gover nnent

(iii) paynents commonly recogni zed as old age or retirenent

benefits paid to persons retired fromservice after reaching a

specific age or after a stated peri od of enpl oynent;

(iv) paynents commonly known as public assi stance, or

unenpl oynent conpensati on paynents by any governnental agency:

(v) paynents to reinburse actual expenses;

(vi) paynents nade by enpl oyers or | abor uni ons for prograns

covering hospitalization, sickness, disability or death,

suppl enent al unenpl oynent benefits, strike benefits, social

security and retirenent; or

(vii) any conpensation received by United States servi cenen

serving in a conbat zone.

"Taxing district." A city other than a city of the first

cl ass, borough, town, township, school district other than a

school district of the first class or a county other than a

county of the first cl ass.

Section 6. This act shall apply to the tax year begi nning
January 1, 1988.

Section 7. This act shall take effect imediately.
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