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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 86 %5

I NTRODUCED BY HOLL, FEBRUARY 6, 2001

REFERRED TO FI NANCE, FEBRUARY 6, 2001

1
2
3
4
5
6
5
8

9
10
11
12

13
14
15
16
17
18
19
20
21
22

AN ACT

Amendi ng the act of March 4, 1971 (P.L.6, No.2), entitled "An
act relating to tax reformand State taxation by codifying
and enunerating certain subjects of taxation and inposing
t axes thereon; providing procedures for the paynent,
col l ection, adm nistration and enforcenent thereof; providing
for tax credits in certain cases; conferring powers and
i mposi ng duties upon the Departnent of Revenue, certain
enpl oyers, fiduciaries, individuals, persons, corporations
and other entities; prescribing crinmes, offenses and
penalties,” further providing for the requirenent that al
enpl oyers wi thhol d wage taxes levied by cities of the first
cl ass.

The CGeneral Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. Section 359 of the act of March 4, 1971 (P.L.6,
No. 2), known as the Tax Reform Code of 1971, anended June 16,
1994 (P.L.279, No.48), is anended to read:

Section 359. Saving Cause and Limtations.--(a)

Not wi t hst andi ng anyt hing contained in any law to the contrary,
including but not limted to the provisions of the act of August
5, 1932 (Sp.Sess., P.L.45, No.45), referred to as the Sterling

Act, the validity of any ordinance or part of any ordi nance or



© 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

any resolution or part of any resolution, and any anmendnents or
suppl enents thereto now or hereafter enacted or adopted by any
political subdivision of this Cormonwealth for or relating to
the inmposition, levy or collection of any tax, shall not be
affected or inpaired by anything contained in this article,
except as hereinafter provided in subsection (b) of this

secti on.

(b) (1) Notw thstanding the provisions of subsection (a) of
this section to the contrary, any rate of tax inposed by
ordi nance of a city of the first class pursuant to the above
cited Sterling Act on sal aries, wages, comr ssions, conpensation
or other incone received or to be received for work done or
services performed within such city by persons who are not |ega
residents of such city, shall not, except as hereinafter
provi ded, exceed the tax inposition rate of four and five-
si xteenths per cent for the tax year 1977 or for any tax year
t hereafter.

(2) In the event such city by ordinance inposes a tax rate
on residents or nonresidents in excess of the aforesaid tax rate
on the income categories enunerated herein, the provisions of
t he ordi nance inposing such tax rate increase on incone of
persons who are |egal residents of such city, shall be deened
valid and legally effective within the neani ng and application
of subsection (a) herein. But the provisions of such ordi nance
inmposing a tax rate in excess of four and five-sixteenths per
cent with respect to persons who are not |egal residents of such
city shall be deenmed suspended and without any validity to the
extent that such tax rate exceeds the tax rate of four and five-
si xteenths per cent on inconme of such nonresidents. And, such

excess tax rate provisions shall remain suspended and w t hout
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any validity until such date as the city of the first class, by
ordi nance, inposes a rate of tax on incone of both |egal
residents or nonresidents of such city in excess of the tax rate
i nposition of five and three-fourths per cent per year. In such
case the Legislature hereby decl ares such suspension to be
removed and the tax rate valid as to nonresidents, provided,
however, that such suspension is renoved and the rate deened
valid only to the extent the tax rate inposed on income of such
nonr esi dents does not exceed seventy-five per cent of the tax
rate i nmposed by ordi nance per year on the incone of |egal
residents of such city. It is the intention of the Legislature
by this subsection to inpose certain terns and conditions wth
respect to the validity and | egal effectiveness of the Sterling
Act or of any ordinance of the city of the first class enacted
pursuant thereto which inposes a tax on the incone of
nonr esi dents of such city.

(3) Notw thstandi ng the suspension provisions set forth
heretof ore, each city of the first class which i nposes a tax
pursuant to the above cited Sterling Act shall, by ordi nance
di rect every enployer maintaining an office or transacting
busi ness within such city and maki ng paynent of conpensation (i)
to a resident individual, or (ii) to a nonresident individual
t axpayer perform ng services on behalf of such enployer wthin
such city, shall deduct and withhold from such conpensati on for
each payroll period a tax conputed in such manner as to result,
so far as practicable, in withholding fromthe enpl oye's
conpensati on during each cal endar year an anount substantially
equi valent to the tax reasonably estimted to be due for such
year with respect to such conpensation. The nethod of

determ ning the amount to be withheld shall be to withhold the
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hi ghest anobunt of tax inposed with provision in such ordi nance
to provide refunds of the excess tax withheld to qualified
nonr esi dent taxpayers within four nonths of the end of each
cal endar year.

(4) In the event that all or any part of the provisions of
subsection (b) of this section are declared by a court to be
unconstitutional, it shall be the duty of the court to construe
t he remai ni ng anendatory provisions to Article Ill in accordance
with section 358.

[(c) (1) Every enployer having a place of business wthin
this Commonweal th who enpl oys one or nore persons who are
residents of a city of the first class shall, within thirty days
after becom ng such an enpl oyer, register with the revenue
comm ssioner of a city of the first class the enployer's nane
and address and such other information as the revenue
conmi ssi oner may require.

(2) Every enployer having a place of business within this
Commonweal t h who enpl oys one or nore persons who are residents
of acity of the first class shall deduct fromthe salary,
wages, commr ssions or conpensation due that person, at the tine
of paynment thereof, the tax inposed by the city of the first
cl ass on any salary, wage, conm ssion or other conpensation due
t hat enpl oye.

(3) Enployers required to withhold taxes under the
provi sions of this subsection shall calculate the anount of
sal ary, wages, conm ssions and conpensation of enpl oyes as
det erm ned under the classes of inconme set forth in section 303
of this article.

(4) Every enployer enploying one or nore persons who are

residents of a city of the first class who pay any tax inposed
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under this article shall file a return and pay to the revenue
conmmi ssi oner the anpunt of taxes deducted as provided under
clause (3) of this subsection. The return shall be on a formor
forms furnished by the revenue comm ssioner and shall set forth
t he nanes and resi dences of each enploye of that enployer during
all or any part of the period covered by the return, the anounts
of salaries, wages, conmm ssions or other conpensation earned
during such period by each enploye, together with such other
information as the revenue conmi ssioner nay require.

(5) The enployer shall remt the return and the total tax
deducted in accordance with tinme franes established by section
319 of this article.

(6) Annually, on or before the twenty-ei ghth day of
February, every enployer who has filed returns of tax w thheld
and remtted the tax through the year shall be required to file
an Enpl oyer's Annual Reconciliation of Wage Tax W thhel d, along
with a copy of Form W2 of the Internal Revenue Service for each
enpl oyee, other listings or electronic data processing tapes,
setting forth the following information: (i) name and address
of enployer; (ii) enployer's Federal identification nunber;
(tit) full name and residence address of each enpl oyee; (iV)
enpl oyee's Soci al Security nunber; (v) total wages paid during
t he year before any deductions; and (vi) enployer's city
account nunber.

(7) Enployers or their designated agents required to file
with the revenue conm ssioner under this subsection shall not be
required by the revenue conmm ssioner to be bonded. Enpl oyer
liability for taxes withheld under this subsection shall be the
same as provided in sections 320 and 321 of this article.

(8) If an enployer fails to deduct and withhold tax as
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prescribed in this subsection, it shall not relieve the enpl oyee
from paynent of such tax where paynent cannot, for any reason

be obtai ned fromthe enpl oyer. ]
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Section 2. This act shall take effect immediately.
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