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AN ACT

1 Providing for tax levies and information related to taxes;

2 authorizing the inposition of a personal incone tax or an

3 earned inconme tax by a school district subject to voter

4 approval ; providing for inposition of and exclusions froma
5 sal es and use tax for education; establishing the Public

6 Transportati on Reserve Fund; providing for increase to the

7 personal income tax and realty transfer tax, for certain

8 licenses, for hotel occupancy tax, for procedure and

9 adm ni stration of the tax, for basic education funding for
10 2006- 2007 fiscal year, for expiration of authority to issue
11 certain debt, for reporting by |Iocal governnent units of debt
12 out standi ng and for assunption of certain debt by the

13 Commonweal t h; establishing the Education Operating Fund and
14 the School District Grant and Incentive Progranms Fund;

15 provi di ng for disbursenents fromthese funds and for

16 transfers fromthe Property Tax Relief Fund to the Education
17 Operating Fund; establishing the School Financing Authority
18 and providing for its powers and duties; providing for

19 certain rebates and assi stance to senior citizens; adding
20 provisions relating to school district fiscal efficiency;

21 establishing the School Equity Capital Construction Fund and
22 the School Equity Distribution Task Force; and repealing

23 certain provisions of The Local Tax Enabling Act, sales and
24 use tax provisions of the Tax Reform Code of 1971 and

25 provisions relating to senior citizens property tax and rent
26 rebate assistance in the Taxpayer Relief Act.
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requirenents.
Section 1503. Certified operations reports.
Section 1504. Superintendent report.
Section 1505. Annual performance report.
Chapter 17. M scell aneous Provi sions
Section 1701. Transitional provision.
Section 1702. Construction.
Section 1703. (Reserved).
Section 1704. Repeals.
Section 1705. Severability.
Section 1706. Effective date.

The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:
CHAPTER 1
PRELI M NARY PROVI SI ONS
Section 101. Short title.

This act shall be known and nmay be cited as the School
Property Tax Elim nation Act.

Section 102. Definitions.

The foll ow ng words and phrases when used in this act shal
have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Departnent.” The Departnent of Revenue of the Comonweal t h.

"Education Operating Fund."” The Education Operating Fund
establ i shed in section 1302.

"Fiscal year." The fiscal year of the Comonweal t h begi nni ng
on July 1 and ending on June 30 of the inmediately follow ng
cal endar year.

"Governing body." The board of school directors of a school

district, except that the termshall nmean the city council of a

20070H1275B2835 - 9 -
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city of the first class for purposes of the |l evy and collection
of any tax in a school district of the first class.

"I nternal Revenue Code of 1986." The Internal Revenue Code
of 1986 (Public Law 99-514, 26 U.S.C. § 166).

"Local Tax Enabling Act." The act of Decenber 31, 1965
(P.L.1257, No.511), known as The Local Tax Enabling Act,

"Public School Code of 1949." The act of March 10, 1949
(P.L.30, No.14), known as the Public School Code of 1949.

"School district." A school district of the first class,
first class A second class, third class or fourth class,

i ncl udi ng any i ndependent school district. For purposes of the
| evy, assessnment and collection of any tax in a school district
of the first class, the termshall include the Cty Council.

"School per capita tax." The tax authorized pursuant to
section 679 of the act of March 10, 1949 (P.L.30, No.14), known
as the Public School Code of 1949,

"Secretary."” The Secretary of Revenue of the Commonweal t h.

"Tax Reform Code of 1971." The act of March 4, 1971 (P.L.6,
No. 2), known as the Tax Reform Code of 1971.

CHAPTER 3
PERSONAL | NCOVE TAX
SUBCHAPTER A
SCHOOL DI STRI CT | NCOVE TAX
Section 301. Scope.

Thi s chapter authorizes school districts to |levy, assess and
coll ect a personal incone tax as a nmeans of abolishing property
taxation by the school district.

Section 302. Definitions.
The foll ow ng words and phrases when used in this chapter

shall have the neanings given to themin this section unless the

20070H1275B2835 - 10 -
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context clearly indicates otherw se:

"Association.” A partnership, limted partnership or other
uni ncor porated group of two or nore persons.

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

"Conpensation.” The classes of incone included within the
definition of "conpensation"” set forth in section 301 of the act
of March 4, 1971 (P.L.6, No.2), known as the Tax Reform Code of
1971, and upon which are inposed a personal incone tax by the
Conmonweal t h.

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

"Current year." The cal endar year or fiscal year for which a
tax is |levied.

"Domicile.”

(1) The place where a person lives and has the person's
per manent home and to which the person has the intention of
returni ng whenever the person is absent. Actual residence is
not necessarily dom cile because domcile is the fixed place
of abode which, in the intention of the taxpayer, is
per manent rather than transitory.

(2) Domicile is the voluntarily fixed place of
habitation of a person, not for a nere special or limted
pur pose, but with the present intention of making a pernmanent
home, until sone event occurs to induce the person to adopt

some ot her pernmanent hone.

20070H1275B2835 - 11 -
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(3) In the case of a business or association, the
domcile is any place where the business or association is
conducting or engaging in a business for profit within a
school district.

"Enpl oyer." A person, association, corporation, governnental
unit or other entity enploying one or nore persons, other than
donestic servants, for conpensation

"Nonresident."” A person, association or other entity
dom cil ed outside a school district.

"Person” or "individual." A natural person

"Personal income." The classes of incone enunerated in
section 303 of the act of March 4, 1971 (P.L.6, No.2), known as
the Tax Reform Code of 1971, and on which is inposed a personal
i ncome tax by the Conmonweal t h.

"Political subdivision.”™ A school district.

"Preceding year." The cal endar year or fiscal year before a
current year.

"Resident."” A person, association, corporation or other
entity:

(1) Vliving in or nmaintaining a permanent or fixed place
of abode in a school district; or

(2) ~conducting or engaging in a business for profit
within a school district.

"Succeedi ng year." The cal endar year or fiscal year
following a current year

"Tax officer."” The person, public enployee or private agency
desi gnated by a governing body to collect and adm nister a tax
i nposed under this chapter, and the treasurer of a school
district of the first class A

"Taxpayer." A person, association or other entity required

20070H1275B2835 - 12 -
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under this chapter to file a tax return or to pay a tax.
Section 303. Preenption.

No act of the Ceneral Assenbly shall vacate or preenpt any
resol uti on passed or adopted under the authority of this
chapter, or any other act, providing authority for the
i mposition of a tax by a school district, unless the act of the
CGeneral Assenbly expressly vacates or preenpts the authority to
pass or adopt the resolutions.

Section 304. Personal incone tax authorization.

(a) School districts.--Except as prohibited under Chapter
11, each school district shall have the power and may, by
resolution, |levy, assess and collect or provide for the |evying,
assessment and collection of a tax for general revenue purposes
at arate as it shall determ ne on personal inconme of the
residents of the school district. A school district may only
| evy or increase the rate of personal incone tax when that
school district conplies with the provisions of subsection (b).

(b) Adoption of referendum --

(1) In order to levy a personal income tax under this
chapter, a governing body shall use the procedures set forth

in paragraphs (2), (3), (4), (5), (6) and (7).

(2) (i) Subject to the notice and public hearing

requi renents of paragraph (7), a governing body may |evy
t he personal incone tax under this chapter only by

obtai ning the approval of the electorate of the affected
school district in a public referendumat only the
muni ci pal el ection preceding the fiscal year when the
personal inconme tax will be initially inmposed or the rate
i ncreased.

(i1i) The referendum question nust state the initial

20070H1275B2835 - 13 -



1 rate of the proposed personal incone tax, the reason for
2 the tax and the anount of proposed budgeted revenue

3 growh, if any, in the first fiscal year follow ng

4 adoption of the referendum

5 (ii1) The question shall be in clear |anguage that
6 is readily understandable by a | ayperson. For the purpose
7 of illustration, a referendum question may be franed as
8 fol | ows:

9 Do you favor the inposition of a personal incone tax
10 of Xu%®

11 (iv) A nonlegal interpretative statenment nust

12 acconpany the question in accordance with section 201.1
13 of the act of June 3, 1937 (P.L.1333, No.320), known as
14 t he Pennsyl vani a El ecti on Code, that includes the

15 following: the initial rate of the personal incone tax
16 i nposed under this chapter, the estimted revenues to be
17 derived fromthe initial rate of the personal incone tax
18 i nposed under this chapter.

19 (3) In the event a school district is |located in nore
20 t han one county, petitions under this section shall be filed
21 with the election officials of the county in which the
22 adm ni strative offices of the school district are |ocated.
23 (4) The election officials who receive a petition shal
24 performall adm nistrative functions in review ng and
25 certifying the validity of the petition and conduct al
26 necessary comruni cations with the school district.
27 (5 (i) If the election officials of the county who
28 receive the petition certify that it is sufficient under
29 this section and determ ne that a question should be
30 pl aced on the ballot, the decision shall be comuni cated

20070H1275B2835 - 14 -
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to election officials in any other county in which the
school district is also |ocated.

(ii) Election officials in the other county or
counties shall cooperate with election officials of the
county that receives the petition to ensure that an
i dentical question is placed on the ballot at the same
el ection throughout the entire school district.

(6) Election officials fromeach county invol ved shal
i ndependently certify the results fromtheir county to the
gover ni ng body.
(7) (i) In order to levy the tax under this section,
t he governi ng body shall adopt a resol ution which shal
refer to this chapter prior to placing a question on the
bal | ot .

(ii) Prior to adopting a resolution inposing the tax
aut horized by this section, the governing body shall give
public notice of its intent to adopt the resolution in
t he manner provided by section 4 of The Local Tax
Enabl ing Act and shall conduct at |east one public
heari ng regardi ng the proposed adoption of the
resol ution.

Section 305. Continuity of tax.

Every tax |l evied under this chapter shall continue in force
on a cal endar or fiscal year basis, as the case may be, w thout
annual reenactnent unless the rate of the tax is subsequently
changed.

Section 306. Exenption of |owinconme persons.

(a) Lowinconme exenption.--Each school district shall exenpt

any person who qualifies under the provisions of section 304 of

the Tax Reform Code of 1971 from paynment of any or all of the

20070H1275B2835 - 15 -
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tax inmposed under section 304.

(b) Procedures.--Each school district shall adopt procedures
for the processing of clains for these exenptions.
Section 307. Collection of personal incone tax.

The tax officer shall collect all personal incone tax inposed
by a school district.

Section 308. Limtation on assessnent.

No assessnent may be made of any personal incone tax inposed
under this chapter nore than five years after the date on which
the tax shoul d have been paid except where a fraudul ent return
or no return has been fil ed.

Section 309. Distress and sale of property of taxpayer.

(a) GCeneral rule.--In case of the neglect or refusal of any
person, association or corporation to nake paynment of the anmount
of any personal income tax due after two nonths fromthe date of
the tax notice, the tax officer shall levy the amount of the
tax, penalty, interest and costs thereon, not exceeding costs
and charges all owed constables for simlar services by distress
and sal e of the goods and chattels of the delinquent taxpayer,
wherever |ocated, after giving at |east ten days' public notice
of the sale by one advertisenent in a newspaper of general
circulation published in the county.

(b) Effect on return.--No failure to demand or collect any
taxes by distress and sal e of goods and chattel s shal
invalidate any return nade, lien filed for nonpaynent of taxes
or any tax sale for the collection of taxes.

Section 310. Collection of delinquent taxes from enpl oyers.

(a) GCeneral rule.--The tax officer shall denmand, receive and

collect fromall enployers enploying persons ow ng delinquent

personal inconme taxes or having in possession unpaid

20070H1275B2835 - 16 -
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conpensati on bel onging to any person or persons ow ng del i nquent
personal income taxes on the presentation of a witten notice
and demand certifying that the information contained in the
notice and demand is true and correct and containing the name of
t he taxpayer and the anmount of tax due.

(b) Response to notice.--On the presentation of the witten
noti ce and demand, the enpl oyer shall deduct fromthe
conpensati on of the enployees then owing, or thereafter due, a
sum sufficient to pay the amount of the delinquent personal
i ncome taxes, interest, penalty and costs shown on the witten
notice or demand, and shall pay the sane to the tax officer by
whi ch the delinquent tax was levied within 60 days after the
notice was given

(c) Limtation on deduction.--No nore than 10% of the
conpensati on of the delinquent taxpayer nay be deducted at any
one tinme for delinquent personal inconme taxes, penalty, interest
and costs.

(d) Deduction for costs.--The enployer shall be entitled to
deduct fromthe noneys collected fromeach enpl oyee the costs
incurred fromthe extra bookkeepi ng necessary to record the
transacti ons, not exceeding 2% of the anount collected and paid
over to the tax officer.

(e) Forfeiture.--If the enployer fails to deduct the anobunt
of such taxes or to pay the sane over to the tax officer, |ess
t he amobunt deduct ed under subsection (d), within the tine
required by this section, the enployer shall forfeit and pay the
anount of the tax for those taxpayers whose taxes are not
wi t hhel d and paid over, or that are w thheld and not paid over
together with a penalty of 10% to be recovered by a civil

action to be instituted by the tax officer, as debts of |ike
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anount are now by | aw recoverabl e, except that the person shal
not have the benefit of any exenption |aw or stay of execution.

(f) Collection rights preserved.--Nothing in this section
shall be deened to affect or inpair the right of any school
district or the tax officer to pursue and coll ect delingquent
taxes validly inposed prior to the effective date of this
secti on.

Section 311. Collection of delinquent taxes from Comonweal th.

(a) GCeneral rule.--On presentation of a witten notice and
demand under oath to the State Treasurer or any other fiscal
of ficer of the Commonweal th, or its boards, authorities,
agenci es or conm ssions, the treasurer or officer shall deduct
fromthe conpensation then owing a sumsufficient to pay the
anount of the delinquent personal incone taxes, interest,
penalty and costs shown on the witten notice. The sane shall be
paid to the tax officer within 60 days after the notice is
gi ven.

(b) Limtation on deduction.--No nore than 10% of the
conpensati on of the delinquent taxpayer nay be deducted at any
one time for delinquent personal incone taxes, interest, penalty
and costs.

(c) Collection rights preserved.--Nothing in this section
shall be deened to affect or inpair the right of a school
district or the tax officer to pursue and coll ect delingquent
taxes validly inposed prior to the effective date of this
secti on.

Section 312. Notice to taxpayer.

The departnent shall, at |east 15 days prior to the

presentation of a witten notice and demand under section 310 or

311, notify the taxpayer owi ng the delinquent tax by registered
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mail that a witten notice and denmand shall be presented to the
t axpayer's enployer unless the tax is paid. The return receipt
card for registered mail shall be nmarked delivered to addressee
only, and the cost of notification by registered nail shall be
included in the costs for collecting taxes.
Section 313. Collection of taxes by suit.

(a) Power to collect.--

(1) Each school district and the tax officer shall have
power to collect unpaid taxes fromtaxpayers and enpl oyers
ow ng such taxes by a civil action or other appropriate
remedy.

(2) On judgnent, execution may be issued w thout any
stay or benefit of any exenption |aw.

(3) The power to collect unpaid taxes under the
provi sions of this section shall not be affected by the fact
t hat such taxes have been entered as liens in the office of
the prothonotary or the fact that the property agai nst which
they were | evied has been returned to the county
conmmi ssioners for taxes for prior years.

(b) Limtation of actions.--A suit brought to recover the
t axes under subsection (a) shall be instituted within three
years after the tax is due or within three years after a
declaration or return has been filed, whichever date is |ater,
except in the follow ng cases:

(1) If no declaration or return was filed by any person
al though a declaration or return was required to be filed
under provisions of the ordinance, there shall be no
[imtation.

(2) |If an exam nation of the declaration or return filed

by any person, or of other evidence relating to the
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1 declaration or return in the possession of the tax officer,

2 reveal s a fraudul ent evasion of taxes, there shall be no

3 limtation.

4 (3) If there is a substantial understatenent of tax

5 l[iability of 25% or nore and no fraud, suit shall be

6 instituted within six years.

7 (4) |If a person has deducted taxes under the provisions
8 of the resolution and has failed to pay the anbunts so

9 deducted to the tax officer, or if a person has willfully

10 failed or omtted to nake the deductions required by this

11 section, there shall be no limtation.

12 (c) Regulations.--The tax officer, by regulation, shal

13 establish the procedures for collecting the personal incone tax
14 and paying the full amount collected over to the school district
15 on a quarterly basis.

16 Section 314. Interest and penalties.

17 (a) GCeneral rule.--If for any reason the tax is not paid

18 when due, interest at the annual rate of 6% on the anount of the
19 tax, and an additional penalty of .5% of the amobunt of the
20 wunpaid tax for each nonth or fraction thereof during which the
21 tax remains unpaid, shall be added and coll ected. Were suit is
22 brought for the recovery of such tax, the person |liable therefor
23 shall, in addition, be liable for the costs of collection and
24 the interest and penalties herein inposed.
25 (b) One-tine waiver of interest authorized.--
26 (1) Notw thstanding the provisions of subsection (a),
27 the school district may, by resolution, establish a one-tine
28 period during which interest or interest and penalties that
29 woul d ot herwi se be inposed for the nonreporting or
30 underreporting of personal incone tax liabilities or for the
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nonpaymnment of personal incone taxes previously inposed and

due shall be waived in total or in part if the taxpayer

voluntarily files delinquent returns and pays the taxes in
full during the period so established.

(2) Each school district nmay adopt regulations to
i npl enent the provisions of this subsection.

(c) Proceedings.--The provisions of subsection (b) shall not
affect or term nate any petitions, investigations, prosecutions
or other proceedi ngs pending on the effective date of this
section, or prevent the comrencenent or further prosecution of
any proceedi ngs by the proper authorities for violations of this
act. No proceedings shall, however, be comrenced on the basis of
del i nquent returns filed pursuant to subsection (b) if the
returns are determned to be substantially true and correct and
the taxes are paid in full within the prescribed tine.

Section 315. Fines and penalties for violation of resolutions.

(a) Conduct prohibited.--

(1) Any person who fails, neglects or refuses to make
any declaration or return required by the resolution, any
enpl oyer who fails, neglects or refuses to register or to pay
the tax deducted fromits enpl oyees, or fails, neglects or
refuses to deduct or withhold the tax fromits enpl oyees, any
person who refuses to permt the officer or any agent
designated by that officer to exam ne the person's books,
records and papers, and any person who know ngly nakes any
i ncompl ete, false or fraudulent return, or attenpts to do
anyt hi ng what soever to avoid the full disclosure of the
anount of the person's personal incone in order to avoid the
paynent of the whole or any part of the tax inposed by the

resol ution, shall, upon conviction thereof, in any county in
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whi ch the school district inposing the tax is |ocated, be

sentenced to pay a fine of not nore than $500 for each

of fense and costs and, in default of paynment of the fines and

costs, to be inprisoned for a period not exceeding 30 days.

(2) Any person who divulges any information which is
confidential under the provisions of the resolution shall,
upon conviction thereof, be sentenced to pay a fine of not
nore than $500 for each offense and costs and, in default of

paynent of said fines and costs, to be inprisoned for a

period not exceedi ng 30 days.

(b) Cunul ative penalties.--The penalties inposed under this
section shall be in addition to any other penalty inposed by any
ot her section of the resolution.

(c) Defense unavailable.--The failure of any person to
receive or procure forns required for maki ng the declaration or
returns by the resolution shall not excuse the person from
maki ng the decl aration or return.

Section 316. Collection at source.

(a) Duty of enployers to register.--Every enployer having an
of fice, factory, workshop, branch, warehouse or other place of
busi ness within the school district inmposing a tax on personal
i ncome who enpl oys one or nore persons, other than donestic
servants, for a salary, wage, conm ssion or other conpensation,
who has not previously registered shall, within 15 days after
becom ng an enpl oyer, register with the tax officer his nane and
address and such other information as the tax officer may
require.

(b) Duty to deduct tax.--

(1) Every enployer having an office, factory, workshop

branch, warehouse or other place of business within the
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school district inposing a tax on personal inconme who enpl oys
one or nore persons, other than donestic servants, for a

sal ary, wage, conmm ssion or other conpensation, shall deduct
at the time of paynment thereof, the tax inposed pursuant to
this chapter due to his enpl oyee or enployees, and shall, on
or before April 30 of the current year, July 31 of the
current year, Cctober 31 of the current year and January 31
of the succeeding year, file a return and pay to the tax

of ficer the anmount of taxes deducted during the preceding

t hree-nonth periods ending 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.

(2) Unless otherw se agreed upon between the tax officer
and enpl oyer, the return shall show the nanme and Soci al
Security nunber of each enployee, the conpensation of the
enpl oyee during the preceding three-nonth period, the tax
deducted fromthe conpensation, the school district inposing
the tax upon the enpl oyee, the total conpensation of al
enpl oyees during the preceding three-nonth period and the
total tax deducted fromthe conpensation and paid with the
return.

(3) Any enployer that for two of the preceding four
quarterly periods has failed to deduct the proper tax, or any
part thereof, or has failed to pay over the proper anmount of
tax to the school district, may be required by the officer to
file the enployer's return and pay the tax nonthly. In such
cases, paynents of tax shall be nade to the tax officer on or
before the | ast day of the nonth succeeding the nonth for
whi ch the tax was w thhel d.

(c) Duty to file annual return.--On or before February 28 of
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t he succeedi ng year, every enployer shall file with the tax
of ficer:

(1) An annual return showi ng the total anmount of
conpensation paid, the total anmount of tax deducted and the
total amount of tax paid to the tax officer for the period
begi nni ng January 1 of the current year and endi ng Decenber
31 of the current year

(2) A return withholding statenent for each enpl oyee
enpl oyed during all or any part of the period beginning
January 1 of the current year and endi ng Decenber 31 of the
current year, setting forth the enpl oyee's nane, address and
Soci al Security nunber, the anount of earned incone paid to
t he enpl oyee during the period, the amount of tax deducted,

t he school district inposing the tax upon the enpl oyees and

the amobunt of tax paid to the tax officer. Every enpl oyer

shall furnish two copies of the individual return to the
enpl oyee for whomit is filed.

(d) Discontinued businesses.--Every enpl oyer who
di sconti nues business prior to Decenber 31 of the current year
shall, within 30 days after the discontinuance of business, file
the returns and wi thholding statenents required by this section
and pay the tax due.

(e) Liability of enployers.--Every enployer who willfully or
negligently fails or omts to nmake the deductions required by
this section shall be liable for paynment of the taxes which he
was required to withhold to the extent that such taxes have not
been recovered fromthe enpl oyee.

(f) VLiability of enployees.--The failure or om ssion of any
enpl oyer to nake the deductions required by this section shal

not relieve any enpl oyee fromthe paynent of the tax or from
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conplying with the requirenents of the ordi nance or resol ution
relating to the filing of declarations and returns.

SUBCHAPTER B

EDUCATI ON TAX
Section 321. Education tax.

(a) Legislative finding.--The General Assenbly finds that
there is a need for an education tax to offset the |oss of
revenue caused by the abolition of the school earned incone tax
and the abolition of other school nuisance taxes and by the need
to preserve the tax exenption for food and cl othing under the
Tax Reform Code of 1971.

(b) General rule.--In addition to the tax coll ected under
section 302 of the Tax Reform Code of 1971, the Conmonweal th
shall inpose the tax set forth in subsection (c) in the sane
manner as the tax under the Tax Reform Code of 1971.

(c) Inposition of tax.--

(1) Every resident individual, estate or trust shall be
subject to, and shall pay for the privilege of receiving each
of the classes of inconme enunerated in section 303 of the Tax
Ref orm Code of 1971, a tax upon each dollar of incone
received by that resident during that resident's taxable year
at the rate of .85%

(2) Every nonresident individual, estate or trust shal
be subject to, and shall pay for the privilege of receiving
each of the classes of incone enunerated in section 303 of
t he Tax Reform Code of 1971 from sources within this
Commonweal th, a tax upon each dollar of inconme received by
t hat nonresident during that nonresident’'s taxable year at
the rate of .85%

(d) Deposit in Education Qperating Fund.--All noneys
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col |l ected under this section shall be deposited in the Education
Operating Fund.

(e) Conbination of tax forns.--The departnent shal
i ncorporate the taxpayer reporting requirenent for the
i npl enentation of this section into the fornms utilized by the
departnment under Article Ill of the Tax Reform Code of 1971.

(f) Definitions.--The words and phrases used in this section
shall have the sane neaning given to themin Article Il of the
Tax Reform Code of 1971.

CHAPTER 4
STATE REALTY TRANSFER TAX
Section 401. Authorization of State realty transfer tax for
publ i ¢ educati on.

(a) General rule.--The Coomonweal th shall inpose the tax set
forth in subsection (b) in the same manner as the tax collected
under section 1102-C of the Tax Reform Code of 1971.

(b) Inposition of tax.--

(1) Every person who nakes, executes, delivers, accepts
or presents for recording any docunent or in whose behalf any
docunent is nade, executed, delivered, accepted or presented
for recording, shall be subject to pay for and in respect to
the transaction or any part thereof, or for or in respect of
t he vel | um parchment or paper upon which such docunent is
witten or printed, a State tax at the rate of .5%of the
val ue of the real estate represented by such docunent, which
State tax shall be payable at the earlier of the tinme the
docunent is presented for recording or within 30 days of
accept ance of such docunent or within 30 days of becom ng an
acqui red conpany.

(2) The tax inposed under this section shall apply to
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transactions that occur on or after January 1, 2009.

(c) Deposit into Education Operating Fund.--All noneys
col |l ected under this section shall be deposited in the Education
Operating Fund and shall be utilized in accordance with the
provi sions of this act.

Section 402. Deposit of existing Conmonwealth realty transfer
t ax.

Al'l noneys required to be paid to the Commonweal th in
accordance with Article XI-C of the Tax Reform Code of 1971
shall be credited to the General Fund.

CHAPTER 5
EARNED | NCOVE TAX
Section 501. Scope.

Thi s chapter authorizes school districts to |levy, assess and
coll ect an earned incone tax.
Section 502. Definitions.

The foll ow ng words and phrases when used in this chapter
shall have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Association.” A partnership, limted partnership or other
uni ncor porated group of two or nore persons.

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

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

"Current year." The cal endar year or fiscal year for which a

tax i s |evied.
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1 "Departnent.” The Departnent of Community and Econom c

2 Devel opnent of the Commonweal t h.

3 "Dom cile."

4 (1) The place where a person lives and has the person's
5 per mmnent home and to which the person has the intention of
6 returni ng whenever the person is absent. Actual residence is
7 not necessarily dom cile because domcile is the fixed place
8 of abode which, in the intention of the taxpayer, is

9 per manent rather than transitory.

10 (2) Domicile is the voluntarily fixed place of

11 habitation of a person, not for a nere special or limted

12 pur pose, but with the present intention of making a pernmanent
13 home, until sone event occurs to induce the person to adopt
14 some ot her pernmanent hone.

15 (3) In the case of a business or association, the

16 domcile is any place where the business or association is
17 conducting or engaging in a business for profit within a

18 school district.

19 "Earned incone."
20 (1) Conpensation as determ ned under section 303 of the
21 act of March 4, 1971 (P.L.6, No.2), known as the Tax Reform
22 Code of 1971, and regulations in 61 Pa. Code Pt. | Subpt. B
23 Art. V (relating to personal incone tax).
24 (2) Enpl oyee busi ness expenses are all owabl e deducti ons
25 as determ ned under Article Il of the Tax Reform Code of
26 1971.
27 (3) The amount of any housing all owance provided to a
28 menber of the clergy shall not be taxable as earned incone.
29 "Enpl oyer." A person, association, corporation, governnental

30 wunit or other entity enploying one or nore persons, other than
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donmestic servants for conpensation
"Nonresident."” A person, association or other entity

domi cil ed outside a school district.

"Person” or "individual." A natural person
"Political subdivision.”™ A school district.
"Preceding year." The cal endar year or fiscal year before a

current year.

"Resident."” A person, association, corporation or other
entity:

(1) Vliving in or nmaintaining a permanent or fixed place
of abode in a school district; or

(2) ~conducting or engaging in a business for profit
within a school district.

"Succeedi ng year." The cal endar year or fiscal year
followi ng a current year

"Tax officer."” The person, public enployee or private agency
desi gnated by a governing body to collect and adm nister a tax
i nposed under this chapter, and the treasurer of a school
district of the first class A

"Taxpayer." A person, association or other entity required
under this chapter to file a tax return or to pay a tax.

Section 503. Preenption.

No act of the Ceneral Assenbly shall vacate or preenpt any
resol uti on passed or adopted under the authority of this chapter
or any other act providing authority for the inposition of a tax
by a school district, unless the act of the General Assenbly
expressly vacates or preenpts the authority to pass or adopt
such resol utions.

Section 504. Earned incone tax authorization.

(a) School districts.--Except as prohibited under Chapter
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11, each school district shall have the power and may, by
resolution, |levy, assess and collect or provide for the |evying,
assessnment and collection of a tax for general revenue purposes
at a rate as it shall determ ne on earned incone of the
residents of the school district. A school district may only
i npose and increase the rate of earned inconme tax when that
school district conplies with the provisions of subsection (b).
(b) Adoption of referendum --
(1) In order to levy an earned inconme tax under this
chapter, a governing body shall use the procedures set forth
in paragraphs (2), (3), (4), (5), (6) and (7).
(2) (i) Subject to the notice and public hearing
requi renents of paragraph (7), a governing body may |evy
t he earned incone tax under this chapter only by
obtai ning the approval of the electorate of the affected
school district in a public referendumat only the
muni ci pal el ection preceding the fiscal year when the
earned inconme tax will be initially inposed or the rate
i ncreased.

(i1i) The referendum question nust state the initial
rate of the proposed earned i ncone tax, the reason for
the tax and the anount of proposed budgeted revenue
growh, if any, in the first fiscal year follow ng
adoption of the referendum

(ii1) The question shall be in clear |anguage that
is readily understandable by a | ayperson. For the purpose
of illustration, a referendum question may be franed as
fol | ows:

Do you favor the inposition of an earned i nconme and

net profits tax of X%
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(iv) A nonlegal interpretative statenment nust
acconpany the question in accordance with section 201.1
of the act of June 3, 1937 (P.L.1333, No.320), known as
t he Pennsyl vani a El ecti on Code, that includes the
following: the initial rate of the earned incone tax
i nposed under this chapter and the estimated revenues to
be derived fromthe initial rate of the earned incone tax
i nposed under this chapter.

(3) In the event a school district is |located in nore
t han one county, petitions under this section shall be filed
with the election officials of the county in which the
adm ni strative offices of the school district are |ocated.
(4) The election officials who receive a petition shal
performall adm nistrative functions in review ng and
certifying the validity of the petition and conduct al
necessary comruni cations with the school district.
(5 (i) If the election officials of the county who
receive the petition certify that it is sufficient under
this section and determ ne that a question should be
pl aced on the ballot, the decision shall be comuni cated
to election officials in any other county in which the
school district is also |ocated.

(ii) Election officials in the other county or
counties shall cooperate with election officials of the
county receiving the petition to ensure that an identi cal
guestion is placed on the ballot at the same el ection
t hroughout the entire school district.

(6) Election officials fromeach county invol ved shal
i ndependently certify the results fromtheir county to the

gover ni ng body.
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(7) (i) In order to levy the tax under this section,

t he governing body shall adopt a resolution which refers
to this chapter prior to placing a question on the
bal | ot .

(ii) Prior to adopting a resolution inposing the tax
aut hori zed by this section, the governing body shall give
public notice of its intent to adopt the resolution in
t he manner provided by section 4 of The Local Tax
Enabl ing Act and shall conduct at |east one public
heari ng regardi ng the proposed adoption of the
resol ution.

Section 505. Continuity of tax.

Every tax |l evied under this chapter shall continue in force
on a calendar or fiscal year basis, as the case may be, w thout
annual reenactnent unless the rate of the tax is subsequently
changed.

Section 506. Exenption of |owinconme persons.

(a) GCeneral rule.--Each school district shall exenpt any
person whose total incone fromall sources is |ess than $10, 000
per year fromthe earned incone tax, or any portion thereof.

(b) Procedures.--Each school district shall adopt procedures
for the processing of clains for these exenptions.

Section 507. Collection of earned incone tax.

The tax officer shall collect all earned incone tax inposed
by a school district.

Section 508. Limtation on assessnent.

No assessnent may be made of any earned incone tax inposed
under this chapter nore than five years after the date on which
the tax shoul d have been paid except where a fraudul ent return

or no return has been fil ed.
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Section 509. Distress and sale of property of taxpayer.

(a) GCeneral rule.--In case of the neglect or refusal of any
person, association or corporation to nake paynment of the anmount
of any earned incone tax due after two nonths fromthe date of
the tax notice, the tax officer shall I|evy the amount of the
tax, penalty, interest and costs thereon, not exceeding costs
and charges all owed constables for simlar services by distress
and sal e of the goods and chattels of the delinquent taxpayer,
wherever |ocated, after giving at | east ten days' public notice
of such sale by one advertisenent in a newspaper of general
circulation published in the county.

(b) Effect on return.--No failure to demand or collect any
taxes by distress and sal e of goods and chattel s shal
invalidate any return nade, lien filed for nonpaynent of taxes
or any tax sale for the collection of taxes.

Section 510. Collection of delinquent taxes from enpl oyers.

(a) GCeneral rule.--The tax officer shall denmand, receive and
collect fromall enployers enploying persons ow ng delinquent
earned i nconme taxes or having in possession unpaid earned incone
bel ongi ng to any person or persons ow ng delinquent earned
i ncome taxes on the presentation of a witten notice and denmand
certifying that the information contained in the notice and
demand is true and correct and containing the nanme of the
t axpayer and the amount of tax due.

(b) Response to notice.--On the presentation of the witten
noti ce and demand, the enpl oyer shall deduct fromthe earned
i ncome of the enpl oyees then owing, or thereafter due, a sum
sufficient to pay the anount of the delinquent earned incone
taxes, interest, penalty and costs shown on the witten notice

or demand, and shall pay the same to the tax officer by which
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t he delinquent tax was levied within 60 days after the notice
was given.

(c) Limtation on deduction.--No nore than 10% of the
conpensati on of the delinquent taxpayer nay be deducted at any
one tinme for delinquent earned incone taxes, penalty, interest
and costs.

(d) Deduction for costs.--The enployer shall be entitled to
deduct fromthe noneys collected fromeach enpl oyee the costs
incurred fromthe extra bookkeepi ng necessary to record the
transacti ons, not exceeding 2% of the anount collected and paid
over to the tax officer.

(e) Forfeiture.--If the enployer fails to deduct the anobunt
of such taxes or to pay the sane over to the tax officer, |ess
t he amobunt deduct ed under subsection (d), within the tine
required by this section, the enployer shall forfeit and pay the
anount of the tax for those taxpayers whose taxes are not
wi t hhel d and paid over, or that are w thheld and not paid over
together with a penalty of 10% to be recovered by a civil
action instituted by the tax officer, as debts of |ike anbunt
are now by | aw recoverabl e, except that the person shall not
have the benefit of any exenption |law or stay of execution.

(f) Collection rights preserved.--Nothing in this section
shall be deened to affect or inpair the right of any school
district or the tax officer to pursue and coll ect delingquent
taxes validly inposed prior to the effective date of this
secti on.

Section 511. Collection of delinquent taxes from Comonweal th.

(a) GCeneral rule.--On presentation of a witten notice and
demand under oath to the State Treasurer or any other fiscal

officer of the Commonweal th, or its boards, authorities,
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agenci es or conm ssions, the treasurer or officer shall deduct
fromthe conpensation then owing a sumsufficient to pay the
anount of the delinquent earned incone taxes, interest, penalty
and costs shown on the witten notice. The sane shall be paid to
the tax officer within 60 days after the notice is given.

(b) Limtation on deduction.--No nore than 10% of the
conpensati on of the delinquent taxpayer nay be deducted at any
one tinme for delinquent earned incone taxes, interest, penalty
and costs.

(c) Collection rights preserved.--Nothing in this section
shall be deened to affect or inpair the right of a school
district or the tax officer to pursue and coll ect delingquent
taxes validly inposed prior to the effective date of this
secti on.

Section 512. Notice to taxpayer.

The tax officer shall, at |east 15 days prior to the
presentation of a witten notice and demand under section 510 or
511, notify the taxpayer owi ng the delinquent tax by registered
mail that a witten notice and denmand shall be presented to the
t axpayer's enpl oyer unless such tax is paid. The return receipt
card for registered mail shall be nmarked delivered to addressee
only, and the cost of notification by registered nail shall be
included in the costs for collecting taxes.

Section 513. Collection of taxes by suit.

(a) Power to collect.--

(1) Each school district and the tax officer shall have
power to collect unpaid taxes fromtaxpayers and enpl oyers
ow ng such taxes by a civil action or other appropriate
remedy.

(2) On judgnent, execution may be issued w thout any
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1 stay or benefit of any exenption |aw.

2 (3) The power to collect unpaid taxes under the

3 provi sions of this section shall not be affected by the fact
4 t hat such taxes have been entered as liens in the office of
5 the prothonotary or the fact that the property agai nst which
6 they were | evied has been returned to the county

7 commi ssioners for taxes for prior years.

8 (b) Limtation of actions.--A suit brought to recover the

9 taxes under subsection (a) shall be instituted within three

10 years after the tax is due or within three years after a

11 declaration or return has been filed, whichever date is |ater,
12 except in the foll ow ng cases:

13 (1) If no declaration or return was filed by any person,
14 al though a declaration or return was required to be filed

15 under provisions of the ordinance, there shall be no

16 limtation.

17 (2) |If an exam nation of the declaration or return filed
18 by any person, or of other evidence relating to the

19 declaration or return in the possession of the tax officer,
20 reveal s a fraudul ent evasion of taxes, there shall be no
21 limtation.
22 (3) If there is a substantial understatenment of tax
23 l[iability of 25% or nore and no fraud, suit shall be
24 instituted within six years.
25 (4) |If a person has deducted taxes under the provisions
26 of the resolution and has failed to pay the anbunts so
27 deducted to the tax officer, or if any person has willfully
28 failed or omtted to nake the deductions required by this
29 section, there shall be no limtation.
30 (c) Procedures.--The tax officer shall establish the
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procedures for collecting the earned i nconme tax and payi ng the
full anmpount collected over to the school district on a quarterly
basi s.

Section 514. Interest and penalties.

(a) GCeneral rule.--If for any reason the tax is not paid
when due, interest at the annual rate of 6% on the anount of the
tax, and an additional penalty of .5%of the amount of the
unpaid tax for each nonth or fraction thereof during which the
tax remai ns unpaid, shall be added and col |l ected. Were suit is
brought for the recovery of such tax, the person |iable therefor
shall, in addition, be liable for the costs of collection and
the interest and penalties herein inposed.

(b) One-tine waiver of interest authorized.--

(1) Notw thstanding the provisions of subsection (a),
the school district may, by resolution, establish a one-tine
period during which interest or interest and penalties that
woul d ot herwi se be inposed for the nonreporting or
underreporting of earned incone tax liabilities or for the
nonpaynment of earned incone taxes previously inposed and due
shall be waived in total or in part if the taxpayer
voluntarily files delinquent returns and pays the taxes in
full during the period so established.

(2) Each school district nmay adopt regulations to
i npl enent the provisions of this subsection.

(c) Proceedings.--The provisions of subsection (b) shall not
affect or term nate any petitions, investigations, prosecutions
or other proceedi ngs pending on the effective date of this
section, or prevent the comrencenent or further prosecution of
any proceedings by the proper authorities for violations of this

act. No proceedings shall, however, be comrenced on the basis of
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1 delinquent returns filed pursuant to subsection (b) if the

2 returns are determned to be substantially true and correct and
3 the taxes are paid in full within the prescribed tine.

4 Section 515. Fines and penalties for violation of resolutions.
5 (a) Conduct prohibited.--

6 (1) Any person who fails, neglects or refuses to make

7 any declaration or return required by the resolution, any

8 enpl oyer who fails, neglects or refuses to register or to pay
9 the tax deducted fromits enpl oyees, or fails, neglects or

10 refuses to deduct or withhold the tax fromits enpl oyees, any
11 person who refuses to permt the officer or any agent

12 designated by that officer to exam ne the person's books,

13 records and papers, and any person who know ngly nakes any

14 incompl ete, false or fraudulent return, or attenpts to do

15 anyt hi ng what soever to avoid the full disclosure of the

16 anount of the person's earned incone in order to avoid the

17 paynent of the whole or any part of the tax inposed by the

18 resol ution, shall, upon conviction thereof, in any county in
19 whi ch the school district inmposing the tax is |ocated be
20 sentenced to pay a fine of not nore than $500 for each
21 of fense and costs and, in default of payment of the fines and
22 costs, to be inprisoned for a period not exceeding 30 days.
23 (2) Any person who divulges any information which is
24 confidential under the provisions of the resolution shall,
25 upon conviction thereof, be sentenced to pay a fine of not
26 nore than $500 for each offense and costs and, in default of
27 paynent of said fines and costs, to be inprisoned for a
28 period not exceedi ng 30 days.
29 (b) Cunulative penalties.--The penalties inposed under this

30 section shall be in addition to any other penalty inposed by any
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1 other section of the resolution.

2 (c) Defense unavailable.--The failure of any person to

3 receive or procure forns required for maki ng the declaration or
4 returns required by the resolution shall not excuse the person
5 from making the declaration or return.

6 Section 516. Collection at source.

7 (a) Duty of enployers to register.--Every enployer having an
8 office, factory, workshop, branch, warehouse or other place of
9 business within the school district inposing a tax on earned
10 income within the taxing district who enpl oys one or nore

11 persons, other than donestic servants, for a salary, wage,

12 conmm ssion or other conpensation, who has not previously

13 registered shall, within 15 days after becom ng an enpl oyer,

14 register with the tax officer his nane and address and such

15 other information as the tax officer may require.

16 (b) Duty to deduct tax.--

17 (1) Every enployer having an office, factory, workshop,
18 branch, warehouse or other place of business within the

19 school district inposing a tax on earned i nconme who enpl oys
20 one or nore persons, other than donestic servants, for a
21 sal ary, wage, comm ssion or other conpensation, shall deduct
22 at the time of paynment thereof, the tax inposed pursuant to
23 this chapter on the earned i ncome due to his enpl oyee or
24 enpl oyees, and shall, on or before April 30 of the current
25 year, July 31 of the current year, Cctober 31 of the current
26 year and January 31 of the succeeding year, file a return and
27 pay to the tax officer the anmount of taxes deducted during
28 the precedi ng three-nonth periods ending March 31 of the
29 current year, June 30 of the current year, Septenber 30 of
30 the current year and Decenber 31 of the current year,
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respectively.

(2) Unless otherw se agreed upon between the tax officer
and enpl oyer, the return shall show the nanme and Soci al
Security nunber of each enpl oyee, the earned incone of the
enpl oyee during the preceding three-nonth period, the tax
deducted fromthe conpensation, the school district inposing
the tax upon the enpl oyee, the total earned incone of al

enpl oyees during the preceding three-nonth period and the

© o0 N oo o A~ wWw N P

total tax deducted fromthe conpensation and paid with the

10 return.

11 (3) Any enployer that for two of the preceding four

12 quarterly periods has failed to deduct the proper tax, or any
13 part thereof, or has failed to pay over the proper anount of
14 tax to the school district, may be required by the tax

15 officer to file his return and pay the tax nonthly. In such
16 cases, paynents of tax shall be nade to the tax officer on or
17 before the | ast day of the nonth succeeding the nonth for

18 whi ch the tax was w thhel d.

19 (c) Duty to file annual return.--On or before February 28 of
20 the succeeding year, every enployer shall file with the tax

21 officer:

22 (1) An annual return showi ng the total anmount of earned
23 i ncome paid, the total amount of tax deducted and the total
24 anount of tax paid to the tax officer for the period

25 begi nni ng January 1 of the current year and endi ng Decenber
26 31 of the current year

27 (2) A return withholding statenent for each enpl oyee

28 enpl oyed during all or any part of the period beginning

29 January 1 of the current year and endi ng Decenber 31 of the
30 current year, setting forth the enpl oyee's nane, address and
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Soci al Security nunber, the anount of earned incone paid to

t he enpl oyee during the period, the amount of tax deducted,

t he school district inposing the tax upon the enpl oyees and

the amobunt of tax paid to the tax officer. Every enpl oyer

shall furnish two copies of the individual return to the

enpl oyee for whomit is filed.

(d) Discontinued businesses.--Every enpl oyer who
di sconti nues business prior to Decenber 31 of the current year
shall, within 30 days after the discontinuance of business, file
the returns and wi thholding statenments required by this section
and pay the tax due.

(e) Liability of enployers.--Every enployer who willfully or
negligently fails or omts to nmake the deductions required by
this section shall be liable for paynment of the taxes which he
was required to withhold to the extent that such taxes have not
been recovered fromthe enpl oyee.

(f) VLiability of enployees.--The failure or om ssion of any
enpl oyer to nake the deductions required by this section shal
not relieve any enpl oyee fromthe paynent of the tax or from
conplying with the requirenents of the ordi nance or resol ution
relating to the filing of declarations and returns.

CHAPTER 7
SALES AND USE TAX FOR EDUCATI ON
SUBCHAPTER A
PRELI M NARY PROVI SI ONS
Section 701. Scope.

The tax provided for under this chapter shall be known as the
Sal es and Use Tax for Education, which shall be a repl acenent
for the sales and use tax authorized under Article Il of the Tax

Ref orm Code of 1971 and that is repealed by this act.
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1 Section 701.1. Definitions.

2 The foll ow ng words and phrases when used in this chapter

3 shall have the neanings given to themin this section unless the
4 context clearly indicates otherw se:

5 (a) "Soft drinks."

6 (1) Al nonal coholic beverages, whether carbonated or

7 not, such as soda water, ginger ale, Coca Cola, linme cola,

8 Pepsi Cola, Dr Pepper, fruit juice when plain or carbonated
9 water, flavoring or syrup is added, carbonated water,

10 or angeade, | enonade, root beer or any and all preparations,
11 commonly referred to as soft drinks, of whatsoever kind, and
12 are further described as including any and all beverages,

13 commonly referred to as soft drinks, which are nade with or
14 wi t hout the use of any syrup.

15 (2) The termdoes not include natural fruit or vegetable
16 juices or their concentrates, or noncarbonated fruit juice
17 dri nks containing not |ess than 25% by vol une of natural

18 fruit juices or of fruit juice which has been reconstituted
19 toits original state, or natural concentrated fruit or
20 vegetabl e juices reconstituted to their original state,
21 whet her any of the natural juices are frozen or unfrozen,
22 sweet ened or unsweet ened, seasoned with salt or spice or
23 unseasoned. The term al so does not include coffee, coffee
24 substitutes, tea, cocoa, natural fluid mlk or noncarbonated
25 drinks made fromm |k derivatives.
26 (b) "Maintaining a place of business in this Commonweal th. "
27 (1) Having, maintaining or using within this
28 Commonweal th, either directly or through a subsidiary,
29 representative or an agent, an office, distribution house,
30 sal es house, warehouse, service enterprise or other place of
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busi ness; or any agent of general or restricted authority, or
representative, irrespective of whether the place of

busi ness, representative or agent is located in this
Commonweal t h, permanently or tenporarily, or whether the
person or subsidiary maintaining the place of business,
representative or agent is authorized to do business wthin

t hi s Commonweal t h.

(2) Engaging in any activity as a business within this
Commonweal th by any person, either directly or through a
subsidiary, representative or an agent, in connection wth
the | ease, sale or delivery of tangible personal property or
t he perfornmance of services thereon for use, storage or
consunption or in connection with the sale or delivery for
use of the services described in subclauses (11) through (18)
of clause (k) of this section, including, but not limted to,
havi ng, mai ntaining or using any office, distribution house,
sal es house, warehouse or other place of business, any stock
of goods or any solicitor, canvasser, sal esman,
representative or agent under its authority, at its direction
or with its perm ssion, regardl ess of whether the person or
subsidiary is authorized to do business in this Conmonweal t h.

(3) Regularly or substantially soliciting orders within
this Cormonweal th in connection with the | ease, sale or
delivery of tangible personal property to or the performance
t hereon of services or in connection with the sale or
delivery of the services described in subclauses (11) through
(18) of clause (k) of this section for residents of this
Commonweal th by neans of catal ogs or other adverti sing,
whet her the orders are accepted within or without this

Commpnweal t h.
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(3.1) Entering this Comonweal th by any person to
provi de assenbly, service or repair of tangi ble personal
property, either directly or through a subsidiary,
representative or an agent.

(3.2) Delivering tangible personal property to |ocations
within this Coormonwealth if the delivery includes the
unpacki ng, positioning, placing or assenbling of the tangible
personal property.

(3.3) Having any contact within this Conmonweal t h which
woul d al l ow the Comonweal th to require a person to coll ect
and remt tax under the Constitution of the United States.

(3.4) Providing a customer's nobile tel ecomruni cations
service deenmed to be provided by the custonmer's hone service
provi der under the Mbile Tel ecomuni cations Sourcing Act (4
U S.C 8 116). For purposes of this clause, wrds and phrases
used in this clause shall have the nmeanings given to themin
t he Mobil e Tel ecomruni cati ons Sourcing Act.

(4) The term does not include:

(i) Oming or leasing of tangible or intangible
property by a person who has contracted with an
unaffiliated commercial printer for printing, provided
t hat :

(A) the property is for use by the comrerci al
printer; and

(B) the property is located at the Pennsyl vani a
prem ses of the conmercial printer

(i1i) Visits by a person's enpl oyees or agents to the
prem ses in this Cormonweal th of an unaffiliated
commercial printer with whomthe person has contracted

for printing in connection with said contract.
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(c) "Manufacture."” The perfornmance of nmanufacturing,
fabricating, conpounding, processing or other operations,
engaged in as a business, which place any tangi bl e personal
property in a form conposition or character different fromthat
in which it is acquired whether for sale or use by the
manuf acturer, and shall include, but not be limted to:

(1) Every operation comrencing with the first production
stage and ending with the conpl etion of tangi ble personal
property having the physical qualities, including packaging,
if any, passing to the ultimte consumer, which it has when
transferred by the manufacturer to another. For purposes of
this definition, "operation” includes clean roons and their
conponent systens, including: environnmental control systens,
antistatic vertical walls and manufacturing platforns and
fl oors which are independent of the real estate; process
pi pi ng systens; specialized |lighting systens; deionized water
systens; process vacuum and conpressed air systens; process
and specialty gases; and alarm or warning devices
specifically designed to warn of threats to the integrity of
t he product or people. For purposes of this definition, a
"clean room' is a location with a self-contained, sealed
environnment with a controlled, closed air systemindependent
fromthe facility's general environmental control system

(2) The publishing of books, newspapers, nagazi nes and
ot her periodicals and printing.

(3) Refining, blasting, exploring, mning and quarrying
for, or otherw se extracting fromthe earth or fromwaste or
stock piles or frompits or banks any natural resources,

m nerals and m neral aggregates including blast furnace sl ag.

(4) Building, rebuilding, repairing and maki ng additions
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to, or replacenents in or upon vessels designed for
commercial use of registered tonnage of 50 tons or nore when
produced on special order of the purchaser, or when rebuilt,
repaired or enlarged, or when replacenents are nade upon
order of or for the account of the owner.

(5) Research having as its objective the production of a
new or an inproved:

(i) product or utility service; or
(1i) method of producing a product or utility

servi ce,
but in either case not including market research or research
having as its objective the inprovenent of adm nistrative
ef ficiency.

(6) Remanufacture for whol esale distribution by a
remanuf acturer of notor vehicle parts fromused parts
acquired in bulk by the remanufacturer using an assenbly line
process which involves the conplete disassenbly of such parts
and integration of the conponents of such parts with other
used or new conponents of parts, including the sal vagi ng,
recycling or reclaimng of used parts by the remanufacturer.

(7) Remanufacture or retrofit by a manufacturer or
remanufacturer of aircraft, arnored vehicles, other defense-
rel ated vehicles having a finished value of at |east $50, 000.
Remanuf acture or retrofit involves the disassenbly of such
aircraft, vehicles, parts or conmponents, including electric
or electronic conponents, the integration of those parts and
conmponents with other used or new parts or conponents,

i ncludi ng the sal vagi ng, recycling or reclaimng of the used
parts or conponents and the assenbly of the new or used

aircraft, vehicles, parts or conmponents. The term does not
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i ncl ude constructing, altering, servicing, repairing or

i nproving real estate or repairing, servicing or installing

tangi bl e personal property, nor the cooking, freezing or

baki ng of fruits, vegetables, nmushroons, fish, seafood,
nmeats, poultry or bakery products. For purposes of this
clause, the following terns or phrases have the follow ng
nmeani ngs:

(i) maircraft” neans fixed-wing aircraft,
helicopters, powered aircraft, tilt-rotor or tilt-w ng
aircraft, unmanned aircraft and gliders;

(ii) "arnored vehicles" neans tanks, arned personnel
carriers and all other arned track or semtrack vehicles;
and

(i) "other defense-rel ated vehicles" neans trucks,
truck-tractors, trailers, jeeps and other utility
vehi cl es, including any unmanned vehi cl es.

(c.1) "Blasting." The use of any conbustible or explosive
conposition in the renoval of material resources, mnerals and
m neral aggregates fromthe earth including the separation of
the dirt, waste and refuse in which they are found.

(d) "Processing."” The performance of the follow ng
activities when engaged in as a business enterprise:

(1) The filtering or heating of honey, the cooking,
baking or freezing of fruits, vegetables, nushroons, fish,
seaf ood, neats, poultry or bakery products, when the person
engaged in the business packages the property in seal ed
contai ners for whol esal e distribution.

(1.1) The processing of fruits or vegetables by
cl eaning, cutting, coring, peeling or chopping and treating

to preserve, sterilize or purify and substantially extend the
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1 useful shelf Iife of the fruits or vegetables, when the

2 person engaged in the activity packages the property in

3 seal ed containers for whol esal e distribution.

4 (2) The scouring, carbonizing, cording, conbing,

5 throwi ng, twisting or winding of natural or synthetic fibers,
6 or the spinning, bleaching, dyeing, printing or finishing of
7 yarns or fabrics, when the activities are perforned prior to
8 sale to the ultinmate consuner

9 (3) The electroplating, galvanizing, enaneling,

10 anodi zing, coloring, finishing, inpregnating or heat treating
11 of netals or plastics for sale or in the process of

12 manuf act uri ng.

13 (3.1) The blanking, shearing, leveling, slitting or

14 burning of netals for sale to or use by a manufacturer or

15 processor.

16 (4) The rolling, drawing or extruding of ferrous and

17 nonf errous netals.

18 (5) The fabrication for sale of ornamental or structural
19 nmetal or of netal stairs, staircases, gratings, fire escapes
20 or railings, not including fabrication work done at the
21 construction site.
22 (6) The preparation of animal feed or poultry feed for
23 sal e.
24 (7) The production, processing and bottling of
25 nonal cohol i ¢ beverages for whol esal e distribution.
26 (8) The operation of a saw m Il or planing mlIl for the
27 production of |unber or |unber products for sale. The
28 operation of a saw m |l or planing mll begins with the
29 unl oadi ng by the operator of the sawmll or planing m || of
30 | ogs, tinber, pul pwood or other forns of wood material to be
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used in the saw m |l or planing mll.

(9) The mlling for sale of flour or neal from grains.

(9.1) The aging, stripping, conditioning, crushing and
bl endi ng of tobacco | eaves for use as cigar filler or as
conponent s of snokel ess tobacco products for sale to
manuf acturers of tobacco products.

(10) The slaughtering and dressing of aninmals for neat
to be sold or to be used in preparing nmeat products for sale,
and the preparation of neat products including lard, tall ow,
grease, cooking and inedible oils for whol esal e distribution.

(11) The processing of used |ubricating oils.

(12) The broadcasting of radio and tel evision prograns
of licensed commercial or educational stations.

(13) The cooking or baking of bread, pastries, cakes,
cooki es, muffins and donuts when the person engaged in the
activity sells the itens at retail at |ocations that do not
constitute an establishnent from which ready-to-eat food and
beverages are sold. For purposes of this clause, a bakery, a
pastry shop and a donut shop shall not be considered an
establ i shment from which ready-to-eat food and beverages are
sol d.

(14) The cleaning and roasting and the bl endi ng,
grindi ng or packaging for sale of coffee fromgreen coffee
beans or the production of coffee extract.

(15) The preparation of dry or liquid fertilizer for
sal e.

(16) The production, processing and packagi ng of ice for
whol esal e di stribution.

(17) The producing of nobile tel ecomruni cations

servi ces.

20070H1275B2835 - 49 -



(e) "Person."™ Any natural person, association, fiduciary,
partnership, corporation or other entity, including the
Commonweal th of Pennsylvania, its political subdivisions and

instrunmentalities and public authorities. Wenever used in

1
2
3
4
5 prescribing and inposing a penalty or inposing a fine or
6 inprisonment, or both, the termas applied to an associ ati on,
7 includes the nenbers of the association and, as applied to a
8 <corporation, the officers of the corporation.

9

(f) "Purchase at retail."

10 (1) The acquisition for a consideration of the

11 owner shi p, custody or possession of tangible personal

12 property other than for resale by the person acquiring the
13 same when the acquisition is made for the purpose of

14 consunption or use, whether the acquisition is absolute or
15 conditional, and by any neans it is effected.

16 (2) The acquisition of a license to use or consune, and
17 the rental or |ease of tangible personal property, other than
18 for resale regardl ess of the period of tine the | essee has
19 possessi on or custody of the property.

20 (3) The obtaining for a consideration of those services
21 descri bed in subclauses (2), (3) and (4) of clause (k) of

22 this section other than for resale.

23 (4) Aretention after March 7, 1956, of possession,

24 custody or a license to use or consune pursuant to a rental
25 contract or other |ease arrangenment (other than as security)
26 ot her than for resale.

27 (5) The obtaining for a consideration of those services
28 descri bed in subclauses (11) through (18) of clause (k) of
29 this section.

30 The term wth respect to liquor and malt or brewed beverages,
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i ncl udes the purchase of l|iquor fromany Pennsylvani a Liquor
Store by any person for any purpose, and the purchase of malt or
brewed beverages froma manufacturer of nmalt or brewed
beverages, distributor or inporting distributor by any person
for any purpose, except purchases froma manufacturer of malt or
brewed beverages by a distributor or inporting distributor or
pur chases froman inporting distributor by a distributor within
t he neani ng of the Liquor Code. The term does not include any
purchase of malt or brewed beverages froma retail dispenser or
any purchase of liquor or malt or brewed beverages from a person
holding a retail liquor license within the neaning of and
pursuant to the provisions of the Liquor Code, but includes any
pur chase or acquisition of liquor or malt or brewed beverages
ot her than pursuant to the provisions of the Liquor Code.

(g) "Purchase price."

(1) The total value of anything paid or delivered, or
prom sed to be paid or delivered, whether noney or otherw se,
in conplete performance of a sale at retail or purchase at
retail, w thout any deduction on account of the cost or val ue
of the property sold, cost or value of transportation, cost
or value of |abor or service, interest or discount paid or
allowed after the sale is consummat ed, any other taxes
i nposed by the Commonweal th or any ot her expense except that
there shall be excluded any gratuity or separately stated
deposit charge for returnabl e containers.

(2) The value of any tangi bl e personal property actually
taken in trade or exchange in lieu of the whole or any part
of the purchase price shall be deducted fromthe purchase
price. For the purpose of this clause, the anpunt allowed by

reason of tangi ble personal property actually taken in trade
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1 or exchange shall be considered the value of such property.

2 (3) (i) In determining the purchase price on the sale

3 or use of taxable tangi ble personal property or a service
4 where, because of affiliation of interests between the

5 vendor and purchaser, or irrespective of any such

6 affiliation, if for any other reason the purchase price

7 decl ared by the vendor or taxpayer on the taxable sale or
8 use of such tangi bl e personal property or service is, in
9 t he opi nion of the department, not indicative of the true
10 val ue of the article or service or the fair price

11 t hereof, the departnent shall, pursuant to uniform and

12 equitable rules, determ ne the anount of constructive

13 purchase price on the basis of which the tax shall be

14 conputed and | evied. The rules shall provide for a

15 constructive anount of purchase price for each sale or

16 use which would naturally and fairly be charged in an

17 arnms-|l ength transaction in which the el enent of comon

18 i nterest between the vendor or purchaser is absent or, if
19 no common interest exists, any other elenent causing a
20 di stortion of the price or value is |ikew se absent.
21 (1i) For the purpose of this clause where a taxable
22 sale or purchase at retail transaction occurs between a
23 parent and a subsidiary, affiliate or controlled
24 corporation of such parent corporation, there shall be a
25 rebuttabl e presunption, that because of the common
26 interest, the transaction was not at arns-I|ength.
27 (4) Were there is a transfer or retention of possession
28 or custody, whether it is ternmed a rental, |ease, service or
29 ot herwi se, of tangible personal property including, but not
30 limted to, linens, aprons, notor vehicles, trailers, tires,
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i ndustrial office and construction equi pnent, and busi ness
machi nes the full consideration paid or delivered to the
vendor or |essor shall be considered the purchase price, even
t hough the consideration is separately stated and desi gnat ed
as paynment for processing, |aundering, service, maintenance,
i nsurance, repairs, depreciation or otherw se. Were the
vendor or |essor supplies or provides an enployee to operate
t he tangi bl e personal property, the value of the |abor
suppl i ed may be excluded and shall not be considered as part
of the purchase price if separately stated. There shall al so
be included as part of the purchase price the val ue of
anything paid or delivered, or promsed to be paid or
delivered by a | essee, whether noney or otherwi se, to any
person other than the vendor or |essor by reason of the
mai nt enance, insurance or repair of the tangible personal
property which a | essee has the possession or custody of
under a rental contract or |ease arrangenent.
(5) (i) Wth respect to the tax inposed by section
702(a)(2), on any tangi ble personal property originally
pur chased by the user of the property six nonths or
| onger prior to the first taxable use of the property
within this Coomonweal th, the user may elect to pay tax
on a substituted base deterni ned by considering the
purchase price of the property for tax purposes to be
equal to the prevailing market price of simlar tangible
personal property at the tine and place of the first use
within this Comobnweal t h.
(ii) The election nust be nade at the tinme of filing
a tax return with the departnment and reporting the tax

l[iability and paying the proper tax due plus all accrued
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penalties and interest, if any, within six nonths of the

due date of such report and paynent, as provided for by

section 717(a) and (c).

(6) The purchase price of enploynment agency services and
hel p supply services shall be the service fee paid by the
purchaser to the vendor or supplying entity. The term
"service fee," as used in this subclause, neans the total
charge or fee of the vendor or supplying entity mnus the
costs of the supplied enpl oyee which costs are wages,
sal ari es, bonuses and comm ssions, enpl oynent benefits,
expense rei nbursenents and payroll and w thhol ding taxes, to
the extent that these costs are specifically item zed or that
these costs in aggregate are stated in billings fromthe
vendor or supplying entity. To the extent that these costs
are not item zed or stated on the billings, then the service
fee shall be the total charge or fee of the vendor or
supplying entity.

(7) Unless the vendor separately states that portion of
the billing which applies to prem um cabl e service as defined
in clause (Il), the total bill for the provision of all cable
services shall be the purchase price.

(8) The purchase price of prebuilt housing shall be 60%
of the manufacturer's selling price, provided that a
manuf act urer of prebuilt housing who precollects tax froma
prebuilt housing builder at the time of the sale to the
prebui It housing builder shall have the option to collect tax
on 60% of the selling price or on 100% of the actual cost of
the supplies and materials used in the manufacture of the
prebui |t housi ng.

(h) "Purchaser.” Any person who acquires, for a
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consi deration, the ownership, custody or possession by sale,
| ease or otherw se of tangible personal property, or who obtains
services in exchange for a purchase price but not including an
enpl oyer who obtains services fromhis enployees in exchange for
wages or sal ari es when such services are rendered in the
ordi nary scope of their enploynent.

(1) "Resale.™

(1) Any transfer of ownership, custody or possession of
tangi bl e personal property for a consideration, including the
grant of a license to use or consune and transactions where
t he possession of the property is transferred but where the
transferor retains title only as security for paynent of the
selling price whether the transaction is designated as
bai | mrent | ease, conditional sale or otherw se.

(2) The physical incorporation of tangi ble personal
property as an ingredient or constituent into other tangible
personal property, which is to be sold in the regul ar course
of business or the perfornmance of those services described in
subcl auses (2), (3) and (4) of clause (k) upon tangible
personal property which is to be sold in the regular course
of business or where the person incorporating the property
has undertaken at the time of purchase to cause it to be
transported in interstate comrerce to a destination outside
this Cormonweal th. The termincl udes tel econmuni cations
servi ces purchased by a cabl e operator or video progranmmer
that are used to transport or deliver cable or video
programm ng services which are sold in the regular course of
busi ness.

(3) The termalso includes tangi ble personal property

pur chased or having a situs within this Commonweal th solely
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for the purpose of being processed, fabricated or
manufactured into, attached to or incorporated into tangible
personal property and thereafter transported outside this
Commonweal th for use exclusively outside this Comobnweal t h.

(4) The termdoes not include any sale of malt or brewed
beverages by a retail dispenser, or any sale of Iiquor or
malt or brewed beverages by a person holding a retail |iquor
license within the nmeaning of the act of April 12, 1951
(P.L.90, No.21), known as the Liquor Code.

(5) The physical incorporation of tangi ble personal
property as an ingredient or constituent in the construction
of foundations for machinery or equi pnment the sale or use of
whi ch is excluded fromtax under the provisions of paragraphs
(A, (B), (O and (D) of subclause (8) of clause (k) and
subpar agraphs (i), (ii), (iii) and (iv) of paragraph (B) of
subcl ause (4) of clause (0), whether the foundations at the
time of construction or transfer constitute tangi ble personal
property or real estate.

(j) "Resident."
(1) Any natural person
(i) who is domciled in this Commonweal th; or
(i1i) who maintains a permanent place of abode within
this Cormonweal th and spends in the aggregate nore than
60 days of the year within this Conmonweal t h.
(2) Any corporation
(1) incorporated under the laws of this

Commonweal t h;

(ii) authorized to do business or doi ng business
within this Conmonweal th; or

(ti1) maintaining a place of business within this
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Commonweal t h.

(3) Any association, fiduciary, partnership or other
entity:

(i) domciled in this Comonwealth;
(ii) authorized to do business or doing business
within this Conmonweal th; or
(ti1) maintaining a place of business within this
Commonweal t h.
(k) "Sale at retail.”

(1) Any transfer, for a consideration, of the ownership,
custody or possession of tangible personal property,
including the grant of a license to use or consunme whet her
the transfer is absolute or conditional and by any neans the
transfer is effected.

(2) The rendition of the service of printing or
i mprinting of tangible personal property for a consideration
for persons who furnish, either directly or indirectly, the
materials used in the printing or inprinting.

(3) The rendition for a consideration of the service of:

(1) washing, cleaning, waxing, polishing or

| ubricating of notor vehicles of another, regardl ess of

whet her any tangi bl e personal property is transferred in

conjunction with the activity; and

(i1i) inspecting notor vehicles pursuant to the
mandatory requirenments of 75 Pa.C.S. (relating to
vehi cl es).

(4) The rendition for a consideration of the service of
repairing, altering, nmending, pressing, fitting, dyeing,
| aunderi ng, drycl eaning or cleaning tangible personal

property including, but not limted to, wearing apparel or
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shoes, or applying or installing tangible personal property
as a repair or replacenment part of other tangi ble personal
property including, but not limted to, wearing apparel or
shoes for a consideration, regardl ess of whether the services
are perfornmed directly or by any means ot her than by coin-
operated self-service |laundry equi pnment for wearing appar el
or househol d goods and whet her or not any tangi bl e personal
property is transferred in conjunction with the activity,

i ncl udi ng such services as are rendered in the construction,
reconstruction, renodeling, repair or maintenance of real
estate.

(5) (Reserved).

(6) (Reserved).

(7) (Reserved).

(8) Any retention of possession, custody or a license to
use or consune tangi bl e personal property or any further
obt ai ning of services described in subclauses (2), (3) and
(4) of this clause pursuant to a rental or service contract
or other arrangenent (other than as security). The term does
not i ncl ude:

(1) any transfer of tangi ble personal property or
rendi tion of services for the purpose of resale; or
(ii) the rendition of services or the transfer of
t angi bl e personal property, including, but not Iimted
to, machinery and equi pnment and their parts and supplies
to be used or consuned by the purchaser directly in the
operations of:
(A) The nmanufacture of tangi ble personal
property.

(B) Farmng, dairying, agriculture, horticulture
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or floriculture when engaged in as a business
enterprise. The term"farm ng" includes the
propagati on and raising of ranch raised fur-bearing
ani mal s and the propagati on of game birds for
commerci al purposes by hol ders of propagation permts
i ssued under 34 Pa.C.S. (relating to gane) and the
propagati on and raising of horses to be used
exclusively for commercial racing activities.

(C The producing, delivering or rendering of a
public utility service, or in constructing,
reconstructing, renodeling, repairing or maintaining
the facilities which are directly used in producing,
delivering or rendering the service.

(D) Processing as defined in clause (d). The
excl usions provided in this paragraph or paragraph
(A), (B) or (C do not apply to any vehicle required
regi stered under 75 Pa.C. S. (relating to vehicles),
except those vehicles used directly by a public
utility engaged in business as a common carrier; to
mai nt enance facilities; or to materials, supplies or
equi pnent to be used or consunmed in the construction,
reconstruction, renodeling, repair or maintenance of
real estate other than directly used machi nery,
equi pnent, parts or foundations that may be affi xed
to such real estate. The exclusions provided in this
par agr aph or paragraph (A), (B) or (C do not apply
to tangi bl e personal property or services to be used
or consuned in managerial sales or other
nonoperational activities, nor to the purchase or use
of tangi bl e personal property or services by any
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person other than the person directly using the sane

in the operations described in this paragraph or

par agraph (A), (B) or (CO).

The excl usion provided in paragraph (C) does not apply to:

(i) <construction materials, supplies or equipnent
used to construct, reconstruct, renodel, repair or
maintain facilities not used directly by the purchaser in
the production, delivering or rendition of public utility
servi ce;

(ii) construction materials, supplies or equi pnent
used to construct, reconstruct, renodel, repair or

mai ntain a building, road or simlar structure; or

(ti1) tools and equi pnent used but not installed in

t he mai ntenance of facilities used directly in the

production, delivering or rendition of a public utility

service. The exclusions provided in paragraphs (A, (B)

(C© and (D) do not apply to the services enunerated in

cl auses (k) (11) through (18) and (w) through (kk), except

that the exclusion provided in this subclause for

farm ng, dairying and agriculture shall apply to the

service enunerated in clause (z).

(9) \Were tangi bl e personal property or services are
utilized for purposes constituting a sale at retail and for
pur poses excluded fromthe definition of "sale at retail," it
shall be presunmed that the tangi bl e personal property or
services are utilized for purposes constituting a sale at
retail and subject to tax unless the user proves to the
departnment that the predom nant purposes for which such
tangi bl e personal property or services are utilized do not

constitute a sale at retail
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(10) The term wth respect to liquor and malt or brewed
beverages, includes the sale of liquor by any Pennsylvani a
liquor store to any person for any purpose, and the sale of
malt or brewed beverages by a manufacturer of malt or brewed
beverages, distributor or inporting distributor to any person
for any purpose, except sales by a manufacturer of malt or
brewed beverages to a distributor or inporting distributor or
sales by an inporting distributor to a distributor within the
nmeani ng of the act of April 12, 1951 (P.L.90, No.21), known
as the Liquor Code. The term does not include any sal e of
malt or brewed beverages by a retail dispenser or any sal e of
liquor or malt or brewed beverages by a person holding a
retail liquor license within the neaning of and pursuant to
the provisions of the Liquor Code, but shall include any sale
of liquor or malt or brewed beverages other than pursuant to
t he provisions of the Liquor Code.

(11) The rendition for a consideration of |obbying
servi ces.

(12) The rendition for a consideration of adjustnent
services, collection services or credit reporting services.

(13) The rendition for a consideration of secretarial or
editing services.

(14) The rendition for a consideration of disinfecting
or pest control services, building maintenance or cl eaning
servi ces.

(15) The rendition for a consideration of enploynent
agency services or help supply services.

(16) (Reserved).

(17) The rendition for a consideration of |lawn care

servi ce.
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1 (18) The rendition for a consideration of self-storage

2 servi ce.

3 (19) The rendition for a consideration of a nobile

4 t el ecommuni cati ons servi ce.

5 (20) (i) The rendition for a consideration of any

6 service, other than physician or dental services, when

7 the primary objective of the purchaser is the receipt of
8 any benefit of the service performed, as distinguished

9 fromthe receipt of property. In determning what is a

10 service, the intended use or stated objective of the

11 contracting parties shall not necessarily be controlling.
12 (ii) Any service performed in this Comonweal t h

13 shall be subject to the tax inposed under this chapter

14 unl ess specifically exenpted in this chapter. Wth

15 respect to services, other than tel econmunication

16 services, the services shall be considered to be

17 performed in this Conmonweal th if:

18 (A) perforned conpletely in this Comonwealt h;
19 (B) perfornmed partially in this Commonweal th and
20 partially outside this Comonweal th when the
21 reci pient or user of the service is located in this
22 Commonweal t h;
23 (C perforned partially in this Commonweal th and
24 partially outside this Commonwealth if the recipient
25 or user of the service is not located in this
26 Commonweal th, but only to the extent of those
27 services actually perfornmed in this Commonweal th; or
28 (D) the place of performance cannot be
29 determined if the recipient or user of the service is
30 | ocated in this Commonweal t h.
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(1)

(iti1) Wth respect to services, other than
t el ecomruni cati on services, the services perforned
partially in this Conmonweal th and partially outside this
Commonweal th shall be presuned to have been perforned
conpletely in this Comonweal th unl ess the taxpayer can
show t he pl ace of performance by clear and convincing
evi dence.

(Tv) Wth respect to interstate tel ecommuni cations
services, only those charges for interstate
t el ecomruni cati ons which originate or are termnated in
this Commonweal th and which are billed and charged to a
service address in this Comonweal th shall be subject to
t ax.

(v) Wth respect to services, other than
t el ecomruni cati on services, that are perforned in this
Commonweal th for a recipient or user of the services
| ocated in another state in which the services, had they
been perforned in that state, would not be subject to a
sal es or use tax under the |aws of that state, then no
tax may be inposed under this chapter.

(vi) The tax on the sale or use of services shal
beconme due at the tine paynment or other consideration is
made for the portion of services actually paid.

"Storage." Any keeping or retention of tangible

personal property within this Comopnweal th for any purpose

including the interimkeeping, retaining or exercising any right

or power over such tangi ble personal property. This termis in

no way limted to the provision of self-storage service.

(m

"Tangi bl e personal property."” Corporeal personal

30 property including, but not limted to, goods, wares,
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mer chandi se, steam and natural and manufactured and bottl ed gas
for non-residential use, electricity for non-residential use,
prepai d tel ecomruni cati ons, prem um cable or prem um vi deo
progranmm ng service, spirituous or vinous |iquor and malt or
brewed beverages and soft drinks, interstate tel econmunications
service originating or termnating in this Conmonweal th and
charged to a service address in this Cormonwealth, intrastate
t el ecommuni cati ons service with the exception of:
(1) Subscriber line charges and basic | ocal tel ephone
service for residential use.
(2) Charges for telephone calls paid for by inserting
noney into a tel ephone accepting direct deposits of noney to
operate, provided further, the service address of any
intrastate tel ecommunications service is deened to be within
this Coormonwealth or within a political subdivision,
regardl ess of how or where billed or paid.
In the case of any interstate or intrastate tel econmunications
service, any charge paid through a credit or paynment mechani sm
whi ch does not relate to a service address, such as a bank,
travel, credit or debit card, but not including prepaid
t el econmuni cations, is deened attributable to the address of
origination of the tel econmunications servi ce.

(n) "Taxpayer." Any person required to pay or collect the
tax inmposed by this chapter

(o) "Use."

(1) The exercise of any right or power incidental to the
owner shi p, custody or possession of tangible personal
property and includes, but is not limted to, transportation,
storage or consunption.

(2) The obtaining by a purchaser of the service of
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printing or inprinting of tangi ble personal property when the
pur chaser furnishes, either directly or indirectly, the
articles used in the printing or inprinting.
(3) The obtaining by a purchaser of the services of:
(1) washing, cleaning, waxing, polishing or
| ubricating of notor vehicles regardl ess of whether any
tangi bl e personal property is transferred to the
purchaser in conjunction with the services; and
(ii) inspecting notor vehicles pursuant to the
mandatory requirenments of 75 Pa.C.S. (relating to
vehi cl es).
(4) The obtaining by a purchaser of the service of
repairing, altering, nmending, pressing, fitting, dyeing,
| aunderi ng, drycl eaning or cleaning tangible personal
property, including, but not limted to, wearing apparel or
shoes or applying or installing tangible personal property as
a repair or replacenent part of other tangi ble personal
property, including, but not limted to, wearing apparel or
shoes, regardl ess of whether the services are perforned
directly or by any neans other than by nmeans of coin-operated
sel f-service laundry equi pment for wearing apparel or
househol d goods, and regardl ess of whether any tangible
personal property is transferred to the purchaser in
conjunction with the activity. The term use does not i ncl ude:
(A) Any tangi bl e personal property acquired and
kept, retained or over which power is exercised
within this Cormonweal th on which the taxing of the
storage, use or other consunption thereof is
expressly prohibited by the Constitution of the

United States or which is excluded fromtax under
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ot her provisions of this chapter.

(B) The use or consunption of tangible personal
property, including, but not limted to, machinery
and equi prent and parts therefor, and supplies or the
obtai ning of the services described in subcl auses
(2), (3) and (4) of this clause directly in the
operations of:

(1) The manufacture of tangi ble personal property.

(i1i) Farmng, dairying, agriculture, horticulture or
floriculture when engaged in as a business enterprise.
The termincludes the propagation and raising of ranch-
rai sed furbearing animals and the propagation of gane
birds for comrercial purposes by hol ders of propagation
permts issued under 34 Pa.C. S. (relating to gane) and
t he propagation and raising of horses to be used
exclusively for commercial racing activities.

(iti1) The producing, delivering or rendering of a
public utility service, or in constructing,
reconstructing, renodeling, repairing or maintaining the
facilities which are directly used in producing,
delivering or rendering such service.

(iv) Processing as defined in subclause (d).

The excl usions provided in subparagraphs (i), (ii), (iii)
and (iv) do not apply to any vehicle required to be

regi stered under 75 Pa.C. S. (relating to vehicles) except
t hose vehicles directly used by a public utility engaged
in the business as a common carrier; to maintenance
facilities; or to materials, supplies or equipnment to be
used or consuned in the construction, reconstruction,

renodel i ng, repair or nmintenance of real estate other
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1 than directly used nmachi nery, equipnent, parts or

2 foundati ons therefor that may be affixed to such real

3 estate. The exclusions provided in subparagraphs (i),

4 (ii), (iii) and this subparagraph do not apply to

5 tangi bl e personal property or services to be used or

6 consuned i n managerial sales or other nonoperational

7 activities, nor to the purchase or use of tangible

8 personal property or services by any person other than

9 the person directly using the sane in the operations

10 descri bed in subparagraphs (i), (ii), (iii) and this

11 subpar agr aph. The excl usion provided in subparagraph

12 (ii1) does not apply to:

13 (A) construction materials, supplies or

14 equi pnent used to construct, reconstruct, renodel

15 repair or maintain facilities not used directly by
16 t he purchaser in the production, delivering or

17 rendition of public utility service; or

18 (B) tools and equi pnent used but not installed
19 in the maintenance of facilities used directly in the
20 production, delivering or rendition of a public
21 utility service.
22 The excl usion provided in subparagraphs (i), (ii), (iii)
23 and this subparagraph does not apply to the services
24 enunerated in clauses (9) through (16) and (w) through
25 (kk), except that the exclusion provided in subparagraph
26 (i1i) for farmng, dairying and agriculture shall apply to
27 the service enunerated in clause (z).
28 (5) \Were tangi bl e personal property or services are
29 utilized for purposes constituting a use, and for purposes
30 excluded fromthe definition of "use,"” it shall be presuned
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that the property or services are utilized for purposes
constituting a sale at retail and subject to tax unless the
user proves to the departnent that the predom nant purposes
for which the property or services are utilized do not
constitute a sale at retail

(6) The term wth respect to |iquor and nalt or brewed
beverages, includes the purchase of |iquor from any
Pennsyl vani a Liquor Store by any person for any purpose and
t he purchase of malt or brewed beverages from a manufacturer
of malt or brewed beverages, distributor or inporting
di stributor by any person for any purpose, except purchases
froma manufacturer of malt or brewed beverages by a
di stributor or inporting distributor, or purchases from an
importing distributor by a distributor within the nmeani ng of
the act of April 12, 1951 (P.L.90, No.21), known as the
Li quor Code. The term does not include any purchase of nalt
or brewed beverages froma retail dispenser or any purchase
of liquor or malt or brewed beverages froma person holding a
retail liquor license within the neaning of and pursuant to
t he provisions of the Liquor Code, but includes the exercise
of any right or power incidental to the ownership, custody or
possession of liquor or malt or brewed beverages obtai ned by
t he person exercising the right or power in any manner ot her
t han pursuant to the provisions of the Liquor Code.

(7) The use of tangible personal property purchased at
retail on which the services described in subclauses (2), (3)
and (4) of this clause have been performed shall be deenmed to
be a use of said services by the person using the property.

(8) (Reserved).

(9) The obtaining by the purchaser of |obbying services.
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(10) The obtaining by the purchaser of adjustnent
services, collection services or credit reporting services.

(11) The obtaining by the purchaser of secretarial or
editing services.

(12) The obtaining by the purchaser of disinfecting or
pest control services, building maintenance or cl eaning
servi ces.

(13) The obtaining by the purchaser of enploynent agency
services or help supply services.

(14) (Reserved).

(15) The obtaining by the purchaser of |awn care
servi ce.

(16) The obtaining by the purchaser of self-storage
servi ce.

(17) The obtaining by a construction contractor of
tangi bl e personal property or services provided to tangible
personal property which will be used pursuant to a
construction contract regardl ess of whether the tangible
personal property or services are transferred.

(18) The obtaining of nobile tel ecomrunications service
by a custoner.

(19) (i) The obtaining by the purchaser of any service,

not otherwi se set forth in this definition, other than

physi ci an or dental services, when the prinmary objective
of the purchaser is the receipt of any benefit of the
service performed, as distinguished fromthe receipt of
property. In determining what is a service, the intended
use or stated objective of the contracting parties shal
not necessarily be controlling.

(ii) Any service performed in this Commonweal t h
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shall be subject to the tax inposed under this chapter
unl ess specifically exenpted in this chapter. Wth
respect to services, other than tel econmunication
servi ces, such services shall be considered to be
performed in this Conmonweal th if:

(A) perforned conpletely in this Comonwealt h;

(B) perfornmed partially in this Commonweal th and
partially outside this Comonweal th when the
reci pient or user of the service is located in this
Conmonweal t h;

(C© perfornmed partially in this Commonweal th and
partially outside this Commonwealth if the recipient
or user of the service is not located in this
Commonweal th, but only to the extent of those
services actually perfornmed in this Commonweal th; or

(D) the place of performance cannot be
determined if the recipient or user of the service is
| ocated in this Comonweal t h.

(iti1) Wth respect to services, other than
t el ecomruni cati on services, such services perforned
partially in this Conmonweal th and partially outside this
Commonweal th shall be presuned to have been perforned
conpletely in this Comonweal th unless the taxpayer shows
the place of performance by clear and convi ncing
evi dence.

(Tv) Wth respect to interstate tel ecommuni cations
services, only those charges for interstate
t el ecommuni cati ons which originate or are termnated in
this Commonweal th and which are billed and charged to a

service address in this Comonweal th shall be subject to
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(v) Wth respect to services, other than
t el ecomruni cati on services, that are perforned in this
Commonweal th for a recipient or user of the services
| ocated in another state in which the services, had they
been perforned in that state, would not be subject to a
sal es or use tax under the |aws of that state, then no

tax may be inposed under this chapter.

© o0 N oo o A~ wWw N P

(p) "Vendor."™ Any person maintaining a place of business in

10 this Conmonweal th, selling or |easing tangible personal

11 property, or rendering services, the sale or use of which is

12 subject to the tax inposed by this chapter but not including any
13 enployee who in the ordinary scope of enploynent renders

14 services to his enployer in exchange for wages and sal ari es.

15 (q) (Reserved).

16 (r) "Gatuity.” Any anount paid or remtted for services
17 performed in conjunction with any sale of food or beverages, or
18 hotel or notel acconmopdations which ampbunt is in excess of the
19 charges and the tax for such food, beverages or accommobdati ons
20 regardless of the method of billing or paynent.

21 (s) "Commercial aircraft operator.”™ A person, excluding a
22 schedul ed airline who engages in any or all of the follow ng:
23 charter of aircraft, leasing of aircraft, aircraft sales,

24 aircraft rental, flight instruction, air freight or any other
25 flight activities for conpensation.

26 (t) "Transient vendor."

27 (1) Any person who:

28 (1) brings into this Commonweal th, by autonobil e,
29 truck or other neans of transportation, or purchases in
30 this Commonweal th tangi bl e personal property the sale or
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use of which is subject to the tax inposed by this

chapter or comes into this Commonweal th to perform

services the sale or use of which is subject to the tax

i nposed by this chapter

(ii) offers or intends to offer the tangible
personal property or services for sale at retail within

t his Commonweal th; and

(iti1) does not maintain an established office,

di stribution house, sal eshouse, warehouse, service

enterprise, residence from which business is conducted or

ot her place of business within this Conmonweal t h.

(2) The term does not include a person who delivers
tangi bl e personal property within this Conmonweal th pursuant
to orders for the property which were solicited or placed by
mai | or other neans.

(3) The term does not include a person who handcrafts
itenms for sale at special events, including, but not limted
to, fairs, carnivals, art and craft shows and other festivals
and cel ebrations within this Commonweal th.

(u) "Pronoter."™ A person who either, directly or
indirectly, rents, |eases or otherw se operates or grants
perm ssion to any person to use space at a show for the display
for sale or for the sale of tangible personal property or
services subject to tax under section 702.

(v) "Show."™ An event, the primary purpose of which involves
the display or exhibition of any tangi bl e personal property or
services for sale, including, but not limted to, a flea market,
anti que show, coin show, stanp show, com c book show, hobby
show, autonobile show, fair or any simlar show, whether held

regularly or of a tenporary nature, at which nore than one
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vendor displays for sale or sells tangi ble personal property or
services subject to tax under section 702.

(w) "Lobbying services." Providing the services of a
| obbyi st, as defined in the definition of "lobbyist" in 65
Pa.C.S. Ch. 13 (relating to | obby regulation and discl osures).

(x) "Adjustnment services, collection services or credit
reporting services." Providing collection or adjustnents of
accounts receivable or nercantile or consumer credit reporting,
including, but not limted to, services of the type provided by
adj ust rent bureaus or collection agencies, consumer or
nmercantile credit reporting bureaus, credit bureaus or agencies,
credit clearinghouses or credit investigation services. The term
does not include providing credit card service with collection
by a central agency, providing debt counseling or adjustnment
services to individuals or billing or collection services
provi ded by | ocal exchange tel ephone conpani es.

(y) "Secretarial or editing services." Providing services
whi ch include, but are not limted to, editing, letter witing,
proofreadi ng, resune witing, typing or word processing. The
term does not include court reporting and stenographic services.

(z) "Disinfecting or pest control services." Providing
di sinfecting, termte control, insect control, rodent control or
ot her pest control services. The termincludes, but is not
limted to, deodorant servicing of rest roons, washroom
sanitation service, rest roomcleaning service, extermnation
service or fumgating service. As used in this clause, the term
"fum gating service" does not include the fum gation of
agricultural comobdities or containers used for agricultural
commodities. As used in this clause, the term"insect control”

does not include the gypsy noth control spraying of trees which
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are harvested for commercial purposes.

(aa) "Building maintenance or cleaning services." Providing
services which include, but are not limted to, janitorial, nmaid
or housekeepi ng service, office or interior building cleaning or
mai nt enance servi ce, w ndow cl eaning service, floor waxing
service, lighting mai ntenance service such as bul b replacenent,
cl eani ng, chi mey cl eani ng service, acoustical tile cleaning
service, venetian blind cleaning, cleaning and nmai ntenance of
t el ephone boot hs or cl eaning and degreasi ng of service stations.
The term does not include: repairs on buildings and ot her
structures; the mai ntenance or repair of boilers, furnaces and
residential air conditioning equipment or their parts; the
pai nti ng, wall papering or applying other |ike coverings to
interior walls, ceilings or floors; or the exterior painting of
bui | di ngs.

(bb) "Enpl oynent agency services." Providing enpl oynent
services to a prospective enpl oyer or enployee other than
enpl oynment services provided by theatrical enploynent agencies
and notion picture casting bureaus. The termincludes, but is
not limted to, services of the type provided by enpl oynent
agenci es, executive placing services and | abor contractor
enpl oynment agencies other than farm | abor.

(cc) "Help supply services.” Providing tenporary or
continuing help where the help supplied is on the payroll of the
suppl ying person or entity, but is under the supervision of the
i ndi vi dual or business to which help is furnished. The term
i ncludes, but is not limted to, service of a type provided by
| abor and manpower pools, enployee | easing services, office help
supply services, tenporary hel p services, usher services,

nodel i ng services or fashion show nodel supply services. The
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term does not include: providing farmlabor services or hunan
heal t h-rel at ed services, including nursing, honme health care and
personal care. As used in this clause, "personal care" shal
i nclude providing at |east one of the foll owi ng types of
assistance to persons with limted ability for self-care:
(1) dressing, bathing or feeding;
(2) supervising self-adm nistered nmedication;
(3) transferring a person to or froma bed or
wheel chair; or
(4) routine housekeepi ng chores when provided in
conjunction with and supplied by the same provider of the

assistance listed in subclause (1), (2) or (3).

(dd) (Reserved).

(ee) (Reserved).

(ff) (Reserved).

(gg9) (Reserved).

(hh) (Reserved).

(1i) (Reserved).

(jj) "Lawn care service." Providing services for |awn
upkeep, including, but not limted to, fertilizing, |aw now ng,
shrubbery trimmng or other |awn treatnent services.

(kk) "Self-storage service.”" Providing a building, a room
in a building or a secured area within a building with separate
access provided for each purchaser of self-storage service,
primarily for the purpose of storing personal property. The term
does not include service invol ving:

(1) safe deposit boxes by financial institutions;
(2) storage in refrigerator or freezer units;
(3) storage in conmercial warehouses;

(4) facilities for goods distribution; and
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10
11
12
13
14
15
16
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19
20
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23
24
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26
27
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30

(5) lockers in airports, bus stations, nuseuns and ot her
public pl aces.

(1) "Premumcable or prem um video progranmm ng service."
That portion of cable television services, video programm ng
services, conmunity antenna tel evision services or any other
di stribution of television, video, audio or radi o services which
neets all of the following criteria:

(1) is transmtted with or without the use of wires to
pur chasers;
(2) which consists substantially of programm ng

uni nterrupted by paid commerci al advertising, including, but

not limted to, progranmng prinmarily conposed of

uninterrupted full-length notion pictures or sporting events,
pay- per-view, paid programrming or |like audio or radio

br oadcasti ng; and

(3) does not constitute a conponent of a basic service
tier provided by a cable tel evision systemor a cable
programm ng service tier provided by a cable tel evision
system A basic service tier includes all signals of donmestic
tel evi si on broadcast stations, any public, educational,
governmental or religious programrm ng and any additional

vi deo programm ng signals or service added to the basic

service tier by the cable operator. The basic service tier

al so includes a single additional |ower-priced package of

br oadcast channel s and access informati on channels which is a

subset of the basic service tier as set forth above. A cable

progranmm ng service tier includes any video progranmm ng ot her

t han:

(i) the basic service tier

(1i) video progranm ng of fered on a pay- per-channel
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or pay-per-view basis; or
(iti1) a conmbination of multiple channels of pay-per-

channel or pay-per-view programm ng offered as a package.
If a purchaser receives or agrees to receive prenm um cable or
prem um vi deo progranm ng service, then the follow ng charges
are included in the purchase price: charges for installation or
repair of any prem um cable or prem um video progranm ng
service, upgrade to include additional prem umcable or prem um
vi deo programm ng service, downgrade to exclude all or sone
prem um cabl e or prem um vi deo programm ng service, additional
prem um cabl e outlets in excess of ten or any other charge or
fee related to prem um cable or prem um vi deo progranm ng
services. The term does not apply to: transm ssions by public
tel evision, public radio services or official Federal, State or
| ocal governnent cable services; |ocal origination progranmm ng
whi ch provides a variety of public service prograns unique to
the community, progranm ng which provides coverage of public
affairs issues which are presented w thout comrentary or
anal ysis, including United States Congressional proceedings, or
programm ng which is substantially related to religious
subj ects; or subscriber charges for access to a video dial tone
system or charges by a common carrier to a video programrer for
the transport of video programm ng.

(m) (Reserved).

(nn) "Construction contract.” A witten or oral contract or
agreenent for the construction, reconstruction, renodeling,
renovation or repair of real estate or a real estate structure.
The term shall not apply to services which are taxabl e under
clauses (k)(14) and (17) and (0)(12) and (15).

(oo) "Construction contractor.” A person who perforns an
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1 activity pursuant to a construction contract, including a

2 subcontractor.

3 (pp) "Building machinery and equi pnment."” GCeneration

4 equi pnent, storage equi pnent, conditioning equipnent,

5 distribution equipnent and term nation equipnent, limted to the
6 follow ng:

7 (1) air conditioning limted to heating, cooling,

8 purification, humdification, dehumdification and

9 ventil ation;

10 (2) electrical;

11 (3) plunbing;

12 (4) conmunications limted to voice, video, data, sound,
13 master cl ock and noi se abat enent;

14 (5) alarns limted to fire, security and detection;

15 (6) control systemlimted to energy managenent, traffic
16 and parking |l ot and buil ding access;

17 (7) nedical systemlimted to diagnosis and treatnent

18 equi pnent, medi cal gas, nurse call and doctor paging;

19 (8) |laboratory system
20 (9) cathodic protection system or
21 (10) furniture, cabinetry and kitchen equi prment.
22 The termincludes boilers, chillers, air cleaners, humdifiers,
23 fans, sw tchgear, punps, tel ephones, speakers, horns, notion
24 detectors, danpers, actuators, grills, registers, traffic
25 signals, sensors, card access devices, guardrails, nedial
26 devices, floor troughs and grates and | aundry equi pnent,
27 together with integral coverings and encl osures, regardl ess of
28 whether: the itemconstitutes a fixture or is otherw se affixed
29 to the real estate; damage woul d be done to the itemor its

30 surroundings on renoval; or the itemis physically | ocated
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within a real estate structure. The term does not include
guardrail posts, pipes, fittings, pipe supports and hangers,
val ves, underground tanks, wire, conduit, receptacle and
junction boxes, insulation, ductwork and coveri ngs.

(gqq) "Real estate structure.” A structure or item purchased
by a construction contractor pursuant to a construction contract
Wit h:
(1) a charitable organization, a volunteer firenmen's
organi zation, a nonprofit educational institution or a
religious organization for religious purposes and which
qualifies as an institution of purely public charity under
t he act of Novenber 26, 1997 (P.L.508, No.55), known as the
Institutions of Purely Public Charity Act;
(2) the United States; or
(3) the Commonwealth, its instrumentalities or politica
subdi vi si ons.
The termincludes buil ding machi nery and equi prent; devel oped or
undevel oped | and; streets; roads; highways; parking |ots;
stadi uns and stadi um seating; recreational courts; sidewalks;
foundations; structural supports; walls; floors; ceilings;
roofs; doors; canopies; mllwork; elevators; w ndows and
external w ndow coverings; outdoor advertising boards or signs;
ai rport runways; bridges; dans; dikes; traffic control devices,
including traffic signs; satellite dishes; antennas; guardrai
posts; pipes; fittings; pipe supports and hangers; val ves;
under ground tanks; wire; conduit; receptacle and junction boxes;
i nsul ation; ductwork and coverings; and any structure or item
simlar to any of the foregoing, regardl ess of whether the
structure or itemconstitutes a fixture or is affixed to the

real estate; or danage woul d be done to the structure or item or
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1 its surroundings on renoval .

2 (rr) "Tel ecommuni cations service." Any one-way transm ssion
3 or any two-way, interactive transm ssion of sounds, signals or
4 other intelligence converted to |like formwhich effects or is

5 intended to effect meani ngful comuni cations by el ectronic or

6 electromagnetic neans via wire, cable, satellite, |ight waves,
7 mcrowaves, radio waves or other transm ssion nmedia. The term
8 includes all types of tel ecomunication transm ssions, |ocal,

9 toll, wde-area or any other type of tel ephone service; private
10 line service; telegraph service; radio repeater service;

11 wreless conmuni cation service; personal comunications system
12 service; cellular tel ecomunication service; specialized nobile
13 radio service; stationary two-way radi o service; and pagi ng

14 service. The term does not include any of the foll ow ng:

15 (1) Subscriber charges for access to a video dial tone
16 system

17 (2) Charges to video programmers for the transport of
18 vi deo programm ng.

19 (3) Charges for access to the Internet. Access to the
20 I nternet does not include any of the foll ow ng:
21 (i) The transport over the Internet or any
22 proprietary network using the Internet protocol of
23 tel ephone calls, facsimle transm ssions or other
24 t el econmuni cations traffic to or fromend users on the
25 public switched tel ephone network if the signal sent from
26 or received by an end user is not in an Internet
27 pr ot ocol .
28 (i1i) Telecomruni cation services purchased by an
29 Internet service provider to deliver access to the
30 Internet to its custoners.
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(4) Mobile tel econmunications servi ces.

(ss) "Internet." The international nonproprietary conputer
network of both Federal and non-Federal interoperable packet
swi t ched data networks.

(tt) "Conmercial racing activities.” Any of the follow ng:

(1) Thoroughbred and harness racing at which pari-nutuel
wagering i s conducted under the act of Decenber 17, 1981
(P.L.435, No.135), known as the Race Horse I ndustry Reform
Act .

(2) Fair racing sanctioned by the State Harness Raci ng
Conmi ssi on.

(uu) "Prepaid tel ecommunications.” A tangible item
contai ning a prepaid authorization nunber that can be used
solely to obtain tel econmuni cati ons service, including any
renewal or increases in the prepaid anmount.

(vv) "Prebuilt housing."™ Either of the follow ng:

(1) Manufactured housing, including nobile homes, which
bears a |l abel as required by and referred to in the act of
Novenber 17, 1982 (P.L.676, No.192), known as the
Manuf act ured Housi ng Construction and Safety Standards
Aut hori zati on Act.

(2) Industrialized housing as defined in the act of My
11, 1972 (P.L.286, No.70), known as the Industrialized
Housi ng Act.

(w) "Used prebuilt housing.” Prebuilt housing that was
previously subject to a sale to a prebuilt housing purchaser.

(xx) "Prebuilt housing builder."” A person who nekes a
prebuilt housing sale to a prebuilt housing purchaser.

(yy) "Prebuilt housing sale.” A sale of prebuilt housing to

a prebuilt housing purchaser, including a sale to a | andlord,
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wi t hout regard to whether the person naking the sale is
responsi ble for installing the prebuilt housing or whether the
prebui |t housing becones a real estate structure upon
installation. Tenporary installation by a prebuilt housing
bui |l der for display purposes of a unit held for resale shall not
be consi dered occupancy for residential purposes.

(zz) "Prebuilt housing purchaser."” A person who purchases
prebuilt housing in a transaction and who intends to occupy the
unit for residential purposes in this Conmonwealt h.

(aaa) "Mobile telecomunications service.” Mbile
t el econmuni cations service as that termis defined in the Mbile
Tel ecommuni cati ons Sourcing Act (Public Law 106-252, 4 U.S.C. 8§
116 et seq.).

(bbb) "Fiscal Code." The act of April 9, 1929 (P.L. 343,

No. 176), known as The Fi scal Code.

(ccc) "Prepaid nobile tel econmunications service." Mobile
t el ecommuni cati ons service which is paid for in advance and
whi ch enabl es the origination of calls using an access nunber,
aut hori zation code or both, regardl ess of whether manually or
el ectronically dialed, if the remaining amount of units of the
prepai d nobile tel ecomunications service is known by the
service provider of the prepaid nobile tel econmunications
service on a continuous basis. The term does not include the
advance purchase of nobile tel ecommunications service if the
purchase is pursuant to a service contract between the service
provi der and custoner and if the service contract requires the
custoner to nake periodic paynents to naintain the nobile
t el econmuni cati ons servi ce.

(ddd) "Call center." The physical location in this

Commpnweal t h:
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(1) where at |east 150 enpl oyees are enpl oyed to
initiate or answer tel ephone calls;
(2) where there are at |east 200 tel ephone Iines; and
(3) which utilizes an automated call distribution system
for customer tel ephone calls in one or nore of the follow ng
activities:
(1) customer service and support;
(ii) technical assistance;
(i1i1) help desk service;
(iv) providing information;
(v) conducting surveys;
(vi) revenue collections; or
(vii) receiving orders or reservations.
For purposes of this clause, a physical |ocation may include
mul tiple buildings utilized by a taxpayer |ocated within this
Commonweal th. Transactions for which purchase agreenents are
executed after June 30, 2000.

(eee) "Dental services."™ The general and usual services
rendered and care adm ni stered by doctors of dental nmedicine or
doctors of dental surgery, as defined in the act of May 1, 1933
(P.L.216, No.76), known as The Dental Law.

(fff) "Physician services." The general and usual services
rendered and care adm ni stered by nedi cal doctors, as defined in
the act of Decenber 20, 1985 (P.L.457, No.112), known as the
Medi cal Practice Act of 1985, or doctors of osteopathy, as
defined in the act of October 5, 1978 (P.L.1109, No.261), known
as the Osteopathic Medical Practice Act.

(ggg) "dothing."™ Al vesture, wearing apparel, rainents,
garnents, footwear and other articles of clothing, including

clothing patterns and itens that are to be a conponent part of
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1 clothing, worn or carried on or about the human body i ncl udi ng,
2 but not limted to, all accessories, ornamental wear, fornmal day
3 or evening apparel and articles made of fur on the hide or pelt
4 or any material imtative of fur and articles of which such fur,
5 real, imtation or synthetic, is the conponent material of chief
6 value and sporting goods and clothing not normally used or worn
7 when not engaged in sports.

8 (hhh) "Food and beverages.” All food and beverages for

9 human consunption, including, but not limted to:

10 (1) Soft drinks.

11 (2) Mt and brewed beverages and spiritous and vi nous
12 | i quors.

13 (3) Food or beverages, whether sold for consunption on
14 or off the premi ses of on a take-out or to go basis or

15 delivered to the purchaser or consumer, when purchased:

16 (i) from persons engaged in the business of

17 catering; or

18 (i1i) from persons engaged in the business of

19 operating establishnments fromwhich ready-to-eat food and
20 beverages are sold, including, but not limted to,
21 restaurants, cafes, lunch counters, private and soci al
22 clubs, taverns, dining cars, hotels, night clubs, fast
23 food operations, pizzerias, fairs, carnivals, |lunch
24 carts, ice cream stands, snack bars, cafeterias, enployee
25 cafeterias, theaters, stadiunms, arenas, anusenent parks,
26 carryout shops, coffee shops and ot her establishnents
27 whet her nobile or i mobile.

28 For purposes of this clause, a bakery, a pastry shop, a donut
29 shop, a delicatessen, a grocery store, a supermarket, a farner's
30 market, a convenience store or a vending nmachine shall not be
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consi dered an establishnent from which food or beverages ready
to eat are sold except for the sale of neals, sandw ches, food
from sal ad bars, hand-di pped or hand-served ice-based products
including ice creamand yogurt, hot soup, hot pizza and ot her
hot food itenms, brewed coffee and hot beverages. For purposes of
this subcl ause, beverages shall not include malt and brewed
beverages and spiritous and vinous |iquors but shall include
soft drinks.
SUBCHAPTER B
SALES AND USE TAX

Section 702. Inposition of tax.

(a) Tax on certain sales at retail and uses of tangible
personal property and services. --

(1) There is hereby inposed on each separate sal e at
retail of tangi ble personal property or services in this
Commonweal th a tax of 6% of the purchase price, which tax
shall be collected by the vendor fromthe purchaser, and
shall be paid over to the Comonwealth as provided in this
chapter.

(2) There is hereby inposed on the use in this
Commonweal t h of tangi bl e personal property purchased at
retail and on those services purchased at retail a tax of 6%
of the purchase price, which tax shall be paid to the
Commonweal th by the person who nmakes such use as provided
under this chapter, except that the tax shall not be paid to
t he Commonweal th by the person where the person has paid the
tax inmposed by paragraph (1) or has paid the tax inposed by
this subsection to the vendor with respect to the use.

(b) (Reserved).

(c) Tel econmuni cations service. --
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(1) Notw thstandi ng any ot her provisions of this
chapter, the tax with respect to tel ecomuni cations service
wi thin the neaning of "tangi bl e personal property” in section
701 shall be conputed at the rate of 6% on the total anount
charged to custoners for the services, irrespective of
whet her such charge is based on a flat rate or on a nmessage
uni t charge.
(2) A telecommunications service provider shall have no
responsibility or liability to the Coormonwealth for billing,
collecting or remtting taxes that apply to services,
products or other conmerce sold over tel ecomruni cations |ines
by third-party vendors.
(3) To prevent actual nultistate taxation of interstate
t el ecommuni cati ons service, any taxpayer, on proof that the
t axpayer has paid a simlar tax to another state on the sane
interstate tel ecommunications service, shall be allowed a
credit against the tax inposed by this section on the sane
interstate tel ecommunications service to the extent of the
anount of the tax properly due and paid to the other state.
(d) Coi n-operated vendi ng machi nes. --Notw t hst andi ng any
ot her provisions of this chapter, the sale or use of food and
beverages di spensed by neans of coin-operated vendi ng machi nes
shall be taxed at the rate of 6% of the receipts collected from
any coi n-operated vendi ng machi ne whi ch di spenses food and
beverages that were previously taxable.

(e) Prepaid tel ecommunications.--

(1) Notw thstanding any provisions of this chapter, the
sale or use of prepaid tel ecommunications evidenced by the
transfer of tangi ble personal property shall be subject to

the tax inposed by subsection (a).
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(2) The sale or use of prepaid tel econmunications not
evi denced by the transfer of tangi ble personal property shal
be subject to the tax inposed by subsection (a) and shall be
deened to occur at the purchaser's billing address.

(3) (i) Notw thstanding paragraph (2), the sale or use
of prepaid tel ecommuni cations service not evidenced by
the transfer of tangi ble personal property shall be taxed
at the rate of 6% of the receipts collected on each sale
if the service provider elects to collect the tax inposed
by this chapter on receipts of each sale.

(ii) The service provider shall notify the
departnment of its election and shall collect the tax on
recei pts of each sale until the service provider notifies
t he departnent ot herw se.

(e.1) Prepaid nobile tel ecommunications service.--

(1) Notw thstandi ng any ot her provision of this chapter,
the sale or use of prepaid nobile tel ecommuni cations service
evi denced by the transfer of tangi ble personal property shal
be subject to the tax inposed by subsection (a).

(2) The sale or use of prepaid nobile telecomrunications
service not evidenced by the transfer of tangible personal
property shall be subject to the tax inposed by subsection
(a) and shall be deened to occur at the purchaser's billing
address or the location associated with the nobile tel ephone
nunber or the point of sale, whichever is applicable.

(3) (i) Notw thstanding paragraph (2), the sale or use

of prepaid nobile tel ecommuni cations service not

evi denced by the transfer of tangi ble personal property

shall be taxed at the rate of 6% of the receipts

coll ected on each sale if the service provider elects to
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1 collect the tax inposed by this chapter on receipts of

2 each sal e.

3 (ii) The service provider shall notify the

4 departnment of its election and shall collect the tax on

5 recei pts of each sale until the service provider notifies
6 t he departnent otherw se.

7 (f) Prebuilt housing.--

8 (1) Notw thstandi ng any ot her provision of this chapter,
9 tax with respect to sales of prebuilt housing shall be

10 i nposed on the prebuilt housing builder at the tine of the

11 prebuilt housing sale within this Comonweal th and shall be
12 paid and reported by the prebuilt housing builder to the

13 departnment in the time and manner provided in this chapter.
14 (2) A manufacturer of prebuilt housing may, at its

15 option, precollect the tax fromthe prebuilt housing buil der
16 at the time of sale to the prebuilt housing buil der.

17 (3) In any case where prebuilt housing is purchased and
18 the tax is not paid by the prebuilt housing buil der or

19 precol | ected by the manufacturer, the prebuilt housing
20 purchaser shall remt tax directly to the departnment if the
21 prebuilt housing is used in this Commonweal th wi thout regard
22 to whether the prebuilt housing becones a real estate
23 structure.
24 (g) Hone service providers.--
25 (1) Notw thstandi ng any ot her provisions of this chapter
26 and in accordance with the Mbile Tel ecommuni cati ons Sourci ng
27 Act (Public Law 106-252, 4 U.S.C. 8§ 116 et seq.), the sale or
28 use of nobile tel ecomunications services which are deened to
29 be provided to a custoner by a honme service provider under 4
30 U S. C 8 117 (relating to sourcing rules) shall be subject to
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the tax of 6% of the purchase price, which tax shall be

col |l ected by the hone service provider fromthe custoner, and

shall be paid over to the Commonwealth as provided in this
chapter if the custonmer's place of primary use is |ocated
within this Cormonweal th, regardl ess of where the nobile

t el ecomruni cati ons services originate, term nate or pass

t hr ough.

(2) For purposes of this subsection, wrds and phrases
used in this subsection shall have the same neanings given to
themin the Mbile Tel econmuni cati ons Sourcing Act.

Section 703. Conputation of tax.

(a) Table to be published.--Wthin 60 days of the effective
date of this section, the departnent shall prepare and publish
as a notice in the Pennsylvania Bulletin a table setting forth
t he amobunt of tax inposed under section 702 for purchase prices
that are |less than $1.

(b) Deposit into Education Operating Fund.--The tax
col | ected under section 702 shall be deposited into the
Educati on Operating Fund.

SUBCHAPTER C
EXCLUSI ONS FROM SALES AND USE TAX
Section 704. Exclusions fromtax.

The tax inposed by section 702 shall not be inposed upon any
of the follow ng:

(1) The sale at retail or use of tangi ble personal
property (other than notor vehicles, trailers, sem-trailers,
not or boats, aircraft or other simlar tangi ble personal
property required under either Federal law or laws of this
Commonweal th to be registered or licensed) or services sold

by or purchased froma person not a vendor in an isolated
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transaction or sold by or purchased froma person who is a
vendor but is not a vendor with respect to the tangible
personal property or services sold or purchased in such
transaction, provided that inventory and stock in trade so
sold or purchased shall not be excluded fromthe tax by the
provi sions of this subsection.

(2) The use of tangible personal property purchased by a
nonr esi dent person outside of, and brought into this
Commonweal th for use therein for a period not to exceed seven
days, or for any period of time when such nonresident is a
tourist or vacationer and, in either case not consunmed within
t he Conmonweal t h.

(3) (i) The use of tangi ble personal property purchased

outside this Comonwealth for use outside this

Commonweal th by a then nonresident natural person or a

busi ness entity not actually doing business within this

Commonweal th, who later brings the tangi bl e personal

property into this Commonweal th in connection with the

person's or entity's establishnment of a permanent

busi ness or residence in this Commonweal th, provided that

the property was purchased nore than six nonths prior to

the date it was first brought into this Commonweal th or
prior to the establishnent of the business or residence,
whi chever first occurs.

(ii) This paragraph shall not apply to tangible
personal property tenporarily brought into this
Commonweal th for the perfornmance of contracts for the
construction, reconstruction, renodeling, repairing and
mai nt enance of real estate.

(4) The sale at retail or use of disposabl e diapers;
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prenoi stened w pes; incontinence products; col ostony
deodorants; toilet paper; sanitary napkins, tampons or
simlar itenms used for fem nine hygiene; or toothpaste,
t oot hbrushes or dental fl oss.

(5) The sale at retail or use of steam natural and
manuf actured and bottled gas, fuel oil, electricity or
intrastate subscriber |ine charges, basic |ocal tel ephone
service or tel egraph service when purchased directly by the
user solely for the user's own residential use and charges
for tel ephone calls paid for by inserting noney into a
t el ephone accepting direct deposits of noney to operate.

(6) (Reserved).

(7) (Reserved).

(8) (Reserved).

(9) (Reserved).

(10) (i) The sale at retail to or use by any charitable

organi zation, volunteer firefighters' organization or

nonprofit educational institution or a religious

organi zation for religious purposes of tangi ble personal

property or services other than pursuant to a

construction contract.

(1i) This paragraph shall not apply with respect to
any tangi bl e personal property or services used in any
unrel ated trade or business carried on by the
organi zation or institution or with respect to any
mat eri al s, supplies and equi pnent used and transferred to
the organization or institution in the construction,
reconstruction, renodeling, renovation, repairs and
mai nt enance of any real estate structure, other than

bui | di ng nmachi nery and equi pnent, except materials and
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1 suppl i es when purchased by the organi zation or

2 institution for routine mai ntenance and repairs.

3 (11) The sale at retail, or use of gasoline and other

4 notor fuels, the sales of which are otherw se subject to

5 exci se taxes under 75 Pa.C.S. Ch. 90 (relating to liquid

6 fuels and fuels tax).

7 (12) (i) The sale at retail to, or use by the United

8 States, this Commonwealth or its instrunentalities or

9 political subdivisions, nonpublic schools, charter

10 school s, cyber charter schools or vocational school s of
11 tangi bl e personal property or services.

12 (ii) This paragraph includes the sale at retail to a
13 supervi sor of a home education program of tangible

14 personal property or services used exclusively for the
15 home educati on program

16 (ti1) As used in this paragraph, the terns

17 "nonpublic school,"” "charter school,” "cyber charter

18 school ," "vocational school," "supervisor" and "hone

19 education progrant shall have the neanings given to them
20 in the Public School Code of 1949.
21 (13) (Reserved).
22 (14) (Reserved).
23 (15) (Reserved).
24 (16) (Reserved).
25 (17) The sale at retail or use of prescription
26 nmedi ci nes, drugs or nedical supplies, crutches and
27 wheel chairs for the use of persons with disabilities and
28 invalids, artificial linbs, artificial eyes and artificial
29 heari ng devi ces when designed to be worn on the person of the
30 pur chaser or user, false teeth and materials used by a
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1 dentist in dental treatnent, eyegl asses when especially

2 desi gned or prescribed by an ophthal nol ogi st, oculist or

3 optonetrist for the personal use of the owner or purchaser

4 and artificial braces and supports designed solely for the

5 use of persons with disabilities or any other therapeutic,

6 prosthetic or artificial device designed for the use of a

7 particular individual to correct or alleviate a physical

8 i ncapacity, including, but not limted to, hospital beds,

9 iron lungs and ki dney nachi nes.

10 (18) The sale at retail or use of coal.

11 (19) (Reserved).

12 (20) (Reserved).

13 (21) (Reserved).

14 (22) (Reserved).

15 (23) (Reserved).

16 (24) (Reserved).

17 (25) The sale at retail or use of water.

18 (26) The sale at retail or use of all vesture, wearing
19 apparel, rainents, garnments, footwear and other articles of
20 clothing, including clothing patterns and itens that are to
21 be a conponent part of clothing, worn or carried on or about
22 t he human body but all accessories, ornanmental wear, formnal
23 day or evening apparel, and articles made of fur on the hide
24 or pelt or any material imtative of fur and articles of
25 whi ch such fur, real, imtation or synthetic, is the
26 conponent material of chief value, but only if such value is
27 nore than three tinmes the value of the next nost val uable
28 conponent material, and sporting goods and cl ot hi ng not
29 normal Iy used or worn when not engaged in sports shall not be
30 excluded fromthe tax.
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1 (27) (Reserved).

2 (28) (Reserved).

3 (29) The sale at retail or use of food and beverages for
4 human consunption, except that this exclusion shall not apply
5 Wi th respect to:

6 (1) soft drinks;

7 (i1i) malt and brewed beverages and spirituous and

8 vi nous |iquors;

9 (ii1) food or beverages, whether sold for

10 consunption on or off the prem ses or on a "take-out" or
11 "to go" basis or delivered to the purchaser or consuner,
12 when purchased (A) from persons engaged in the business
13 of catering; or (B) from persons engaged in the business
14 of operating establishments fromwhich ready-to-eat food
15 and beverages are sold, including, but not limted to,

16 restaurants, cafes, lunch counters, private and soci al

17 clubs, taverns, dining cars, hotels, night clubs, fast

18 food operations, pizzerias, fairs, carnivals, |lunch

19 carts, ice cream stands, snack bars, cafeterias, enployee
20 cafeterias, theaters, stadiunms, arenas, anusenent parks,
21 carryout shops, coffee shops and ot her establishnents
22 whet her nobile or inmobile. For purposes of this
23 par agr aph, a bakery, a pastry shop, a donut shop, a
24 del i catessen, a grocery store, a supernmarket, a farnmer's
25 mar ket, a conveni ence store or a vendi ng machi ne shal
26 not be considered an establishnment from which food or
27 beverages ready to eat are sold except for the sale of
28 nmeal s, sandwi ches, food from sal ad bars, hand-di pped or
29 hand- served i ced based products, including ice cream and
30 yogurt, hot soup, hot pizza and other hot food itens,
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1 brewed coffee and hot beverages. For purposes of this

2 subpar agr aph, beverages shall not include malt and brewed
3 beverages and spirituous and vinous |iquors but shal

4 include soft drinks. The sale at retail of food and

5 beverages at or froma school or church in the ordinary
6 course of the activities of such organization is not

7 subject to tax. Notw t hstandi ng any other provision of

8 this paragraph or act to the contrary, the sale at retai
9 or use of candy or gum regardless of the l|ocation from
10 whi ch the candy or gumis sold, is subject to tax.

11 (30) (i) The sale at retail or use of any printed or
12 other formof advertising materials regardl ess of where
13 or by whomthe advertising naterial was produced.

14 (i1i) This paragraph shall not include the sale at
15 retail or use of mail order catal ogs and direct nai

16 advertising literature or materials, including electoral
17 literature or materials, such as envel opes, address

18 | abel s and a one-tine |icense to use a |ist of names and
19 mai | i ng addresses for each delivery of direct nai
20 advertising literature or materials, including electoral
21 literature or materials, through the United States Postal
22 Servi ce.
23 (31) (Reserved).
24 (32) (Reserved).
25 (33) (Reserved).
26 (34) (Reserved).
27 (35) (Reserved).
28 (36) The sale at retail or use of rail transportation
29 equi pnent used in the novenent of personalty.
30 (37) (Reserved).
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(38) (Reserved).

(39) The sale at retail or use of fish feed purchased by

or on behalf of sportsmen's clubs, fish cooperatives or
nurseri es approved by the Pennsylvania Fi sh Conmm ssi on.

(40) (Reserved).

(41) (Reserved).

(42) The sale or use of brook trout (salvelinus
fontinalis), brown trout (Salno trutta) or rainbow trout
(Sal mo gairdneri).

(43) The sale at retail or use of buses to be used
exclusively for the transportation of children for school
pur poses.

(44) The sale at retail or use of firewood.

(45) (Reserved).

(46) The sale at retail or use of tangi ble personal
property purchased in accordance with the Food Stanp Act of
1977, as amended (Public Law 95-113, 7 U.S.C. 88 2011-2029).

(47) (Reserved).

(48) (Reserved).

(49) (i) The sale at retail or use of food and

beverages by nonprofit associations which support sports

progr ans.
(i1i) The follow ng words and phrases when used in

t his paragraph shall have the neanings given to themin

t hi s subparagraph unl ess the context clearly indicates

ot herwi se:

“"Nonprofit association.” An entity which is
organi zed as a nonprofit corporation or nonprofit
uni ncor por at ed associ ation under the laws of this

Commonweal th or the United States or any entity which is
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authorized to do business in this Cormonweal th as a
nonprofit corporation or unincorporated associati on under
the laws of this Conmmonweal th, including, but not limted
to, youth or athletic associations, volunteer fire,

anbul ance, religious, charitable, fraternal, veterans,
civic, or any separately chartered auxiliary of the
foregoing, if organized and operated on a nonprofit

basi s.

"Sports program" Baseball, softball, football,
basketbal |, soccer and any other conpetitive sport
formally recogni zed as a sport by the United States
A ynpic Conmmttee as specified by and under the
jurisdiction of the Amateur Sports Act of 1978 (Public
Law 95-606, 36 U.S.C. Ch. 2205), the Amateur Athletic
Union or the National Collegiate Athletic Association.
The termshall be limted to a program or that portion of
a programthat is organi zed for recreational purposes and
whose activities are substantially for such purposes and
which is primarily for participants who are 18 years of
age or younger or whose 19th birthday occurs during the
year of participation or the conpetitive season,
whi chever is |longer. There shall, however, be no age
[imtation for prograns operated for persons with
physi cal handi caps or persons with nmental retardation.

"Support.”™ The funds raised fromsales are used to
pay the expenses of a sports programor the nonprofit
association sells the food and beverages at a | ocation
where a sports programis being conducted under this
chapter or the Tax Reform Code of 1971.

(50) (Reserved).
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(51) (Reserved).

(52) (Reserved).

(53) (Reserved).

(54) (Reserved).

(55) (Reserved).

(56) The sale at retail or use of tangi ble personal
property or services used, transferred or consuned in
installing or repairing equi pnent or devices designed to
assi st persons in ascendi ng or descending a stairway when:

(1) The equi pnent or devices are used by a person
who, by virtue of a physical disability, is unable to
ascend or descend stairs wi thout the aid of such

equi pnent or devi ce.

(i1i) The equipnment or device is installed or used in

t he person's place of residence.

(iti1) A physician has certified the physical

di sability of the person in whose residence the equi pnment

or device is installed or used.

(57) (Reserved).

(58) (Reserved).

(59) The sale at retail or use of nolds and rel ated nold
equi pnent used directly and predom nantly in the manufacture
of products, regardl ess of whether the person that hol ds
title to the equi pnment manufactures a product.

(60) (Reserved).

(61) (Reserved).

(62) The sale at retail or use of tangi ble personal
property or services which are directly used in farm ng,
dai rying or agriculture when engaged in as a busi ness

enterprise, regardless of whether the sale is made to the

20070H1275B2835 - 98 -



© 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

person directly engaged in the business enterprise or to a
person contracting with the person directly engaged in the
busi ness enterprise for the production of food.

(63) (Reserved).

(64) The sale at retail to or use by a construction
contractor, enployed by a public school district pursuant to
a construction contract, of any materials and buil ding
suppl i es which, during construction or reconstruction, are
made part of any public school building utilized for
instructional classroomeducation within this Comobnweal t h,
if the construction or reconstruction:

(1) 1is necessitated by a di saster energency, as
defined in 35 Pa.C.S. 8 7102 (relating to definitions);
and

(1i) takes place during the period when there is a
decl aration of disaster energency under 35 Pa.C. S. §
7301(c) (relating to general authority of Governor).

(65) The sale at retail or use of investnment netal
bullion and investnent coins. "lnvestnent netal bullion”
means any el ementary precious netal which has been put
t hrough a process of snelting or refining, including, but not
l[imted to, gold, silver, platinumand palladium and which
is in such state or condition that its value depends upon its
contents and not its form The term does not include precious
nmetal which has been assenbl ed, fabricated, manufactured or
processed in one or nore specific and customary industrial,
prof essional, aesthetic or artistic uses. "lnvestnent coins"”
means num smatic coins or other fornms of noney or |egal
tender manufactured of gold, silver, platinum palladiumor

other nmetal and of the United States or any foreign nation
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with a fair market val ue greater than any nom nal val ue of
such coins. The term does not include jewelry or works of art
made of coins, nor does it include comenorative nmedal | ions.

(66) (Reserved).

(67) The sale at retail of medical goods or services by
a hospital, as defined in the act of Decenber 20, 1985
(P.L.457, No.112), known as the Medical Practice Act of 1985.

(68) The sale at retail of medical or dental services,

i ncludi ng charges for office visits.

(69) The sale at retail or use of goods or services that
are part of a Medicare Part B transaction.

(70) The sale at retail or use of transportation of
persons provided or funded by the Federal, State or |ocal
gover nient .

(71) The sale at retail of insurance prem uns.

(72) The sale at retail, between an owner of real
property and a financial institution, of a nortgage.

(73) An investnment or gain on an investnent, including,
but not limted to, bank deposits, stocks and bonds,

i ncl udi ng any comm ssi ons, nmai ntenance costs and ot her
charges, which comm ssions, maintenance costs and ot her
charges related to the nmaking of such investnment or a gain
t her eon.

(74) The rental of real property.

(75) The sale at retail of tuition.

(76) The sale at retail to or use by a business of any
of the foll ow ng:

(1) Legal services.
(ii) Accounting, auditing and bookkeepi ng servi ces.

(1i1) Engineering services.
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(iv) Research
(v) Conputer services and data processing.

(77) The sale at retail to or use by a person of |egal
services rendered by an attorney where the paynent is nade
pursuant to a contingency fee based upon a percentage of the
anount recovered with respect to a |l egal claimor dispute.

(78) The sale at retail to or use by a person of the
services rendered by or under the supervision of a |licensed
real estate broker, associate broker or sal esperson in
connection with any aspect of the sale, |ease or acquisition
of any interest in real property.

(79) The sale at retail, or the use of notion picture
filmrented or licensed froma distributor for the purpose of
conmer ci al exhi bition

(80) The sale at retail or use of services perfornmed by
m nors under 18 years of age.

(81) The sale at retail or use of services perfornmed by
any person to the extent that the recipient or user of such
services receives those services free of charge.

(82) The sale at retail or use of services provided by
enpl oyees to their enployers in exchange for wages and
sal ari es when such services are rendered in the ordinary
course of enpl oynent.

(83) The sale at retail or use of services performed for
resale in the ordinary course of business of the purchaser or
user of such services.

(84) The sale at retail or use of services that are
ot herwi se taxable that are an integral, inseparable part of
the services that are to be sold or used and that are

t axabl e.
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Section 705. Alternate inposition of tax.

(a) GCeneral rule.--If any person actively and principally
engaged in the business of selling new or used notor vehicles,
trailers or semtrailers, and registered with the departnent in

the "dealer's class,"” acquires a notor vehicle, trailer or
semtrailer for the purpose of resale, and prior to such resale,
uses the notor vehicle, trailer or semtrailer for a taxable use
under this chapter or the Tax Reform Code of 1971, the person
may pay a tax equal to 6% of the fair rental value of the notor
vehicle, trailer or semtrailer during use.

(b) Aircraft.--A conmercial aircraft operator who acquires
an aircraft for the purpose of resale, or lease, or is entitled
to claimanother valid exenption at the tinme of purchase, and
subsequent to the purchase, periodically uses the sane aircraft
for a taxable use under this chapter or the Tax Reform Code of
1971, may elect to pay a tax equal to 6% of the fair rental
val ue of the aircraft during such use.

(c) Applicability.--This section shall not apply to the use
of a vehicle as a wecker, parts truck, delivery truck or
courtesy car.

Section 706. Credit against tax.

(a) Tax paid to another state.--

(1) A credit against the tax inposed by section 702
shall be granted with respect to tangi bl e personal property
or services purchased for use outside the Cormonweal t h equal
to the tax paid to another state by reason of the inposition
by the other state of a tax simlar to the tax inposed by
this chapter

(2) No credit under paragraph (1) shall be granted

unl ess the other state grants substantially simlar tax
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relief by reason of the paynent of tax under this chapter or
under the Tax Reform Code of 1971.
(b) Tel econmuni cations services.--A credit against the tax

i nposed by section 702 on tel ecormuni cations services shall be

1

2

3

4

5 granted to a call center for gross receipts tax paid by a

6 tel ephone conpany on the receipts derived fromthe sal e of

7 incomng and outgoing interstate tel ecommuni cations services to
8 the call center under section 1101(a)(2) of the Tax Reform Code
9

of 1971. The follow ng apply:

10 (1) A tel ephone conpany, on request, shall notify a cal
11 center of the anmount of gross receipts tax paid by the

12 t el ephone conpany on the receipts derived fromthe sal e of
13 i ncom ng and outgoing interstate tel ecommuni cati ons services
14 to the call center

15 (2) Acall center that is eligible for the credit in

16 this subsection may apply for a tax credit as set forth in
17 t hi s subsection.

18 (3) By February 15, a taxpayer nust submt an

19 application to the departnent for gross receipts tax paid on
20 the receipts derived fromthe sale of incom ng and outgoi ng
21 interstate tel ecommuni cations services incurred in the prior
22 cal endar year.

23 (4) By April 15 of the cal endar year follow ng the cl ose
24 of the cal endar year during which the gross receipts tax was
25 incurred, the departnent shall notify the applicant of the
26 anount of the applicant's tax credit approved by the

27 depart nment.

28 (5) The total anount of tax credits provided for in this
29 subsecti on and approved by the departnent shall not exceed
30 $30, 000,000 in any fiscal year. If the total anpbunt of tax
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credits applied for by all applicants exceeds the anobunt
all ocated for those credits, then the credit to be received
by each applicant shall be determ ned as foll ows:
(1) Divide:
(A) the tax credit applied for by the applicant;
by
(B) the total of all tax credits applied for by
all applicants.
(i) Mltiply:
(A) the quotient under subparagraph (i); by
(B) the amount allocated for all tax credits.
SUBCHAPTER D
LI CENSES
Section 708. Licenses.
(a) Duty to obtain |icense.--Every person maintaining a
pl ace of business in this Cormmonweal th, selling or |easing
services or tangible personal property, the sale or use of which
is subject to tax and who has not obtained a license fromthe
departnent, shall, prior to the begi nning of business, nake
application to the departnent, on a form prescribed by the
departnment, for a license. If such person maintains nore than
one place of business in this Commonwealth, the license shall be
i ssued for the principal place of business in this Conmonwealt h.
(b) Criteria for issuance of license.--

(1) The department shall, after the receipt of an
application, issue the |icense applied for under subsection
(a) if the applicant filed all required State tax reports and
paid any State taxes not subject to a tinely perfected
adm ni strative or judicial appeal or subject to a duly

aut hori zed deferred paynent plan. The |icense shall be
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nonassi gnabl e.

(2) Al licenses in effect on the effective date of this
section under forner Article Ill of the Tax Reform Code of
1971 and all licenses issued or renewed on or after the

effective date of this section shall be valid for a period of
five years.
(b.1) Refusal of l|icense.--

(1) If an applicant for a |license or any person hol di ng
a license has not filed all required State tax reports and
paid any State taxes not subject to a tinely perfected
adm ni strative or judicial appeal or subject to a duly
aut hori zed deferred paynent plan, the department nay refuse
to issue, nmay suspend or may revoke said |icense.

(2) The department shall notify the applicant or
i censee of any refusal, suspension or revocation. The notice
shall contain a statenent that the refusal, suspension or
revocati on may be nade public. The notice shall be nade by
first class mail.

(3) An applicant or licensee aggrieved by the
determi nation of the departnent may file an appeal pursuant
to the provisions for adm nistrative appeals in this chapter.
In the case of a suspension or revocation which is appeal ed,
the license shall remain valid pending a final outcone of the
appeal s process.

(4) Notw thstanding section 774 or sections 353(f),
408(b), 603, 702, 802, 904 and 1102 of the Tax Reform Code of
1971, or any other provision of lawto the contrary, if no
appeal is taken or if an appeal is taken and denied at the
concl usi on of the appeal process, the departnent nmay

di scl ose, by publication or otherwise, the identity of a

20070H1275B2835 - 105 -



1 person and the fact that the person's |icense has been

2 refused, suspended or revoked under this subsection.

3 Di scl osure may include the basis for refusal, suspension or
4 revocati on.

5 (c) Penalties.--

6 (1) A person that maintains a place of business in this
7 Commonweal th for the purpose of selling or |easing services
8 or tangi bl e personal property, the sale or use of which is

9 subject to tax, without having first been licensed by the

10 departnent shall be guilty of a summary of fense and, upon

11 conviction thereof, be sentenced to pay a fine of not |ess
12 t han $300 nor nore than $1,500 and, in default thereof, a

13 termof inprisonment of not |less than five days nor nore than
14 30 days.

15 (2) The penalties inposed by this subsection shall be in
16 addition to any other penalties inposed by this chapter.

17 (3) For purposes of this subsection, the offering for
18 sale or | ease of any service or tangible personal property,
19 the sale or use of which is subject to tax, during any
20 cal endar day shall constitute a separate violation
21 (4) The secretary may desi gnate enpl oyees of the
22 departnment to enforce the provisions of this subsection. The
23 enpl oyees shall exhibit proof of and be within the scope of
24 t he designation when instituting proceedi ngs as provi ded by
25 t he Pennsyl vania Rules of Crimnal Procedure.
26 (d) Effect of failure to obtain |icense.--Failure of any
27 person to obtain a license shall not relieve that person of
28 liability to pay the tax inposed by this chapter
29 SUBCHAPTER E
30 HOTEL OCCUPANCY TAX
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Section 709. Definitions.

(a) GCeneral rule.--The follow ng words and phrases when used
in this subchapter shall have the nmeanings given to themin this
section unless the context clearly indicates otherw se:

"Hotel." A building or buildings in which the public may,
for a consideration, obtain sleeping acconmpdati ons. The term
does not include any charitable, educational or religious
institution sumrer canp for children, hospital or nursing hone.

"QCccupancy. " The use or possession or the right to the use or
possessi on by any person, other than a pernmanent resident, of
any roomor roonms in a hotel for any purpose or the right to the
use or possession of the furnishings or to the services and
accomopdat i ons acconpanyi ng the use and possession of the room
or roons.

"Cccupant.” A person, other than a permanent resident, who,

for a consideration, uses, possesses or has a right to use or

possess any roomor roonms in a hotel under any |ease,

concession, permt, right of access, |license or agreenent.
"Operator."” Any person who operates a hotel
"Permanent resident."” Any occupant who has occupied or has

the right to occupancy of any roomor roons in a hotel for at
| east 30 consecutive days.

"Rent." The consideration received for occupancy valued in
noney, whether received in noney or otherw se, including al
recei pts, cash, credits and property or services of any kind or
nature, and al so any anount for which the occupant is liable for
t he occupancy w thout any deduction. The term"rent" shall not
include a gratuity.

(b) Oher definitions.--The followi ng words and phrases,

when used in Subchapters D and F, shall, in addition to the
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nmeani ng ascribed to them by section 701, have the neani ng
ascribed to themin this subsection, except where the context
clearly indicates a different neaning:

“Mai ntaining a place of business in this Comonweal th."

Bei ng the operator of a hotel in this Comonwealth.

"Purchase at retail." GCccupancy.

"Purchase price." Rent.

"Purchaser.” CQCccupant.

"Sale at retail."” The providing of occupancy to an occupant

by an operator.

"Services." CQCccupancy.

"Tangi bl e personal property.” Qccupancy.

"Use." CQccupancy.

"Vendor." QOperator.

Section 710. Inposition of tax.

There is hereby inposed an excise tax of 6% of the rent on
every occupancy of a roomor roons in a hotel in this
Commonweal t h, which tax shall be collected by the operator from
t he occupant and paid over to the Conmonweal th as provided in
this chapter and deposited into the Education Operating Fund.
Section 711. Seasonal tax returns.

Not wi t hst andi ng any other provisions in this chapter or the
Tax Reform Code of 1971, the departnment may, by regul ation,
wai ve the requirenent for the filing of quarterly returns in the
case of any operator whose hotel is operated only during certain
seasons of the year, and may provide for the filing of returns
by such persons at tinmes other than those provided by section
721.

SUBCHAPTER F
PROCEDURE AND ADM NI STRATI ON
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Section 715. Persons required to nake returns.

Every person required to pay tax to the departnent or coll ect
and remt tax to the departnent shall file returns with respect
to the tax.

Section 716. Form of returns.

The returns required by section 715 shall be on forns
prescri bed by the departnment and shall show such informtion
with respect to the taxes inposed by this chapter as the
department may reasonably require.

Section 717. Tinme for filing returns.

(a) Mnthly reporting.--A return shall be filed nonthly with
respect to each nonth by every |icensee whose total tax reported
or, in the event no report is filed, the total tax which should
have been reported, for the third cal endar quarter of the
precedi ng year equals or exceeds $600. The returns shall be
filed on or before the 20th day of the next succeedi ng nonth
with respect to which the return is nmade. Any |icensee required
to file nonthly returns under this chapter shall be relieved
fromfiling quarterly returns.

(b) Annual reporting.--No annual return shall be filed,
except as may be required by rules and regul ati ons of the
department pronul gated and published at | east 60 days prior to
the end of the year with respect to which the returns are nade.
Where such annual returns are required, licensees shall not be
required to file such returns prior to the 20th day of the year
succeedi ng the year with respect to which the returns are nade.

(c) Persons other than |icensees.--Any person, other than a
licensee, liable to pay to the departnment any tax under this
chapter, shall file a return on or before the 20th day of the

nmont h succeeding the nmonth in which the person becones |iable
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for the tax.

(d) Wivers.--The departnent, by regul ation, may wai ve the
requi renent for the filing of quarterly return in the case of
any |icensee whose individual tax collections do not exceed $75
per cal endar quarter and may provide for reporting on a |ess
frequent basis in such cases.

Section 718. Extension of time for filing returns.

The departnent may, on witten application and for good cause
shown, grant a reasonable extension of tine for filing any
return required under this subchapter. However, the tinme for
making a return shall not be extended for nore than three
nont hs.

Section 719. Place for filing returns.

Returns shall be filed with the departnment at its nmain office
or at any branch office which it may designate for filing
returns.

Section 720. Tinely mailing treated as tinely filing and
paynent .

(a) GCeneral rule.--Notw thstanding the provisions of any
State tax law to the contrary, whenever a report or paynent of
all or any portion of a State tax is required by law to be
recei ved by the departnent or other agency of the Comonweal th
on or before a day certain, the taxpayer shall be deened to have
conplied with the law if the letter transmtting the report or
paynent of the tax which has been received by the departnent is
post mar ked by the United States Postal Service on or prior to
the final day on which the paynent is to be received.

(b) Presentation of receipt.--For the purposes of this
chapter, presentation of a receipt indicating that the report or

paynent was mailed by registered or certified mail on or before
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t he due date shall be evidence of tinely filing and paynent.
Section 721. Paynent of tax.

Whien a return of tax is required under this subchapter, the
person required to make the return shall pay the tax to the
depart nment.

Section 722. Tine of paynent.

(a) GCeneral rule.--The tax inposed by this chapter and
incurred or collected by a |icensee shall be due and payabl e by
the licensee on the day the return is required to be filed under
t he provisions of section 717 and the paynent nust acconpany the
return for the preceding period.

(b) Oher paynents.--1f the anmount of tax due for the
precedi ng year as shown by the annual return of a taxpayer is
greater than the anount already paid by the taxpayer in
connection with the taxpayer's nonthly or quarterly returns, the
t axpayer shall send with the annual return a remttance for the
unpai d amount of tax for the year.

(c) Persons other than |licensees.--Any person other than a
licensee |iable to pay any tax under this chapter shall remt
the tax at the tinme of filing the return required by this
chapter.

Section 723. Qher times for paynent.

In the event that the departnent authorizes a taxpayer to
file a return at other tinmes than those specified in section
717, the tax due shall be paid at the tinme the return is filed.
Section 724. Place for paynent.

The tax inposed by this chapter shall be paid to the
departnment at the place fixed for filing the return.

Section 725. Tax held in trust for Commonweal t h.

(a) GCeneral rule.--All taxes collected by any person from
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purchasers in accordance with this chapter and all taxes
col |l ected by any person from purchasers under color of this
chapter which have not been properly refunded by the person to
t he purchaser shall constitute a trust fund for the
Commonweal t h, and such trust shall be enforceabl e agai nst such
person, the person's representatives and any person, other than
a purchaser to whom a refund has been nade properly, receiving
any part of the fund wi thout consideration, or knowi ng that the
taxpayer is commtting a breach of trust.

(b) Presunption.--Any person receiving paynment of a | awful
obligation of the taxpayer fromthe fund identified under
subsection (a) shall be presunmed to have received the sane in
good faith and wi thout any know edge of the breach of trust.

(c) Right to petition and appeal .--Any person, other than a
t axpayer, agai nst whomthe departnment nmakes any clai munder this
section shall have the sane right to petition and appeal as is
gi ven taxpayers by any provisions of this subchapter.

Section 726. Local receivers of use tax.

(a) GCeneral rule.--1n every county, except counties of the
first class, the county treasurer shall receive use tax due and
payabl e under this chapter from any person other than a
| icensee. The receiving of the taxes shall be pursuant to rules
and regul ati ons promul gated by the departnment and on forns
furni shed by the departnent.

(b) Deduction for adm nistrative costs.--Each county
treasurer shall remt to the departnment all use taxes received
under the authority of this section mnus the costs of
adm nistering this section not to exceed 1% of the anmount of use
t axes received, which anount shall be retained in |lieu of any

conmmi ssion otherw se allowable by |aw for the collection of the
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t ax.
Section 727. Discount.

If areturnis filed by a |icensee and the tax shown to be
due thereon | ess any discount is paid all within the tinme
prescri bed, the |licensee shall be entitled to credit and apply
agai nst the tax payable by the licensee a discount of 1% of the
anount of the tax collected by the licensee, as conpensation for

t he expense of collecting and remtting the same and as

© o0 N oo o A~ wWw N P

consi deration of the pronpt paynent.

10 Section 728. (Reserved).

11 Section 729. (Reserved).

12 Section 730. Assessnent.

13 The departnent shall nake the inquiries, determ nations and
14 assessnents of the tax, including interest, additions and

15 penalties, inposed by this chapter. A notice of assessnment and
16 demand for paynent shall be mailed by certified nail to the

17 taxpayer. The notice shall set forth the basis of the

18 assessnent.

19 Section 731. Mode and tine of assessnent.

20 (a) Duty to exam ne. --

21 (1) Wthin a reasonable tine after any return is filed,
22 the departnent shall examine it and, if the return shows a
23 greater tax due or collected than the amount of tax remtted
24 with the return, the departnment shall issue an assessnent for
25 the difference, together with an addition of 3% of the

26 di fference, which shall be paid to the departnent within ten
27 days after a notice of the assessnment has been nailed to the
28 t axpayer

29 (2) |If such assessnment is not paid within ten days,

30 there shall be added and paid to the departnent an additional
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3% of the difference for each nonth during which the
assessment remai ns unpaid. The total of all additions shal
not exceed 18% of the difference shown on the assessnent.
(b) Underestimted tax on returns.--

(1) |If the departnent determ nes that any return or
returns of any taxpayer understates the anmount of tax due, it
shall determ ne the proper anount and shall ascertain the
di fference between the anmount of tax shown in the return and
t he amount determ ned. The difference may be referred to as
t he defi ci ency.

(2) The department shall send a notice of assessnent for
the deficiency and the reasons to the taxpayer.

(3) The taxpayer shall pay the deficiency to the
departnment within 30 days after a notice of the assessnent
has been nailed to the taxpayer.

(c) Estinated assessnents. --

(1) In the event that any taxpayer fails to file a
return required by this chapter, the departnment may make an
esti mated assessnent, based on information avail able, of the
proper anmount of tax owed by the taxpayer and shall send a
notice of assessnent in the estimted anmobunt to the taxpayer.

(2) The taxpayer shall pay the tax within 30 days after
a notice of the estimted assessnent has been mailed to the
t axpayer.

(d) Studies.--

(1) The department nmay conduct the studies necessary to
conpute effective rates by business classification, based
upon the ratio between the tax required to be coll ected and
taxabl e sales and to use such rates in arriving at the

apparent tax liability of a taxpayer.
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(2) Any assessnment based on such rates shall be prim
facie correct, except that the rate shall not be consi dered
where a taxpayer establishes the rate is based on a sanple
i nappl i cable to the taxpayer

Section 732. Reassessnent.

Any taxpayer agai nst whom an assessnent is nade may petition
the departnent for a reassessnment under Article XXVII of the Tax
Ref orm Code of 1971
Section 733. (Reserved).

Section 734. Review by Board of Finance and Revenue.

(a) Procedure.--

(1) Wthin 60 days after the date of mailing of notice
by the departnment of the decision on any petition for
reassessnment filed with it, the person agai nst whomthe
assessment was made may, by petition, request the Board of
Fi nance and Revenue to review the decision.

(2) The failure of the departnment to notify the
petitioner of a decision within the tinme provided by section
732 shall act as a denial of such petition, and a petition
for review may be filed with the Board of Finance and Revenue
within 120 days of the date prior to which the departnent
shoul d have nailed to the petitioner its notice of decision.
(b) Contents of petition for review --Each petition for

review filed under this section shall state specifically the
reasons on which the petitioner relies, or shall incorporate by
reference the petition for reassessnment in which the reasons are
stated. The petition shall be supported by affidavit that it is
not made for the purpose of delay and that the facts set forth
in the petition are true.

(c) Action by board.--
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(1) The Board of Finance and Revenue shall act finally
in disposing of petitions filed with it within six nonths
after they have been received.
(2) In the event of the failure of the board to di spose
of any petition within six nonths, the action taken by the
departnment, upon the petition for reassessnent, shall be
sust ai ned.
(3) The Board of Finance and Revenue nmay sustain the
action taken by the departnment on the petition for
reassessment, or it nmay reassess the tax due on such basis as
it deens according to | aw.
(4) The board shall give notice of its action to the
departnment and to the petitioner.
Section 735. (Reserved).
Section 736. Burden of proof.

In all cases of petitions for reassessnent, review or appeal,
t he burden of proof shall be on the petitioner or appellant, as
appl i cabl e.
Section 737. Collection of tax.

(a) GCeneral rule.--The departnment shall collect the tax in
t he manner provided by law for the collection of taxes inposed
by the | aws of this Commonweal t h.

(b) Collection by persons maintaining a place of business in
t he Conmonweal t h. - -

(1) Every person nmaintaining a place of business in this
Commonweal th and selling or |easing tangible personal
property or services, the sale or use of which is subject to
tax shall collect the tax fromthe purchaser or |essee at the
time of making the sale or lease, and shall remt the tax to

t he departnent, unless the collection and remttance is
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ot herwi se provided for in this chapter.
(2) (i) Every person not otherw se required to collect
tax that delivers tangi ble personal property to a
| ocation within this Commonweal th and that unpacks,
positions, places or assenbles the tangi ble personal
property shall collect the tax fromthe purchaser at the
time of delivery and shall remt the tax to the
departnent if the person delivering the tangi ble personal
property is responsible for collecting any portion of the
purchase price of the tangi ble personal property
delivered and the purchaser has not provided the person
with proof that the tax inposed by this chapter has been
or will be collected by the seller or that the purchaser
provided the seller with a valid exenption certificate.
(i1i) Every person required to collect tax under this
par agr aph shall be deened to be selling or |easing
tangi bl e personal property or services, the sale or use
of which is subject to the tax inposed under section 702.
(3) Any person required under this chapter to collect
tax from anot her person, who shall fail to collect the proper
amount of the tax, shall be liable for the full amount of the
tax which the person should have coll ect ed.
(c) Certificate for tax-exenpt sales or |eases.--
(1) |If the tax does not apply to the sale or |ease of
tangi bl e personal property or services, the purchaser or
| essee shall furnish to the vendor a certificate indicating
that the sale is not legally subject to the tax. The
certificate shall be in substantially such formas the
departnment may, by regul ation, prescribe.

(2) Were the tangi ble personal property or service is
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of a type which is never subject to the tax inposed or where
the sale or lease is in interstate commerce, the certificate
need not be furnished.

(3) Were a series of transactions are not subject to
tax, a purchaser or user may furnish the vendor with a single
exenption certificate in substantially such formand valid
for such period of tine as the departnent may, by regul ation,
prescri be.

(4) The departnent shall provide all school districts
and internmediate units with a permanent tax exenption nunber.
(5) An exenption certificate, which is conplete and
regular and on its face discloses a valid basis of exenption
if taken in good faith, shall relieve the vendor fromthe

liability inposed by this section.

(6) An exenption certificate:

(i) accepted by a vendor froma natural person
domciled within this Cormonweal th or any associ ati on,
fiduciary, partnership, corporation or other entity,
either authorized to do business within this Commonweal th
or having an established place of business within this
Commonweal th, in the ordinary course of the vendor's
busi ness;

(ii) which on its face discloses a valid basis of
exenption consistent with the activity of the purchaser
and character of the property or service being purchased
or which is provided to the vendor by a charitable,
religious, educational or volunteer firefighters'
or gani zati on;

(ii1) contains the organization's charitable

exenption nunber; and
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(iv) which, in the case of any purchase costing $200
or nore, i s acconpanied by a sworn declaration on a form
to be provided by the departnent of an intended usage of
the property or service which would render it nontaxabl e,

shall be presuned to be taken in good faith and the burden of

provi ng ot herwi se shall be on the departnent.

(d) Waivers.--

(1) The departnment nay authorize a purchaser or | essee
who acquires tangi bl e personal property or services under
ci rcunst ances which nmake it inpossible at the tinme of
acquisition to determ ne the manner in which the tangible
personal property or service will be used, to pay the tax
directly to the departnment, and waive the collection of the
tax by the vendor.

(2) No such authority shall be granted or exercised,
except on application to the departnment, and the issuance by
the departnent, in its discretion, of a direct paynent
permt.

(3) If a direct paynent permt is granted, its use shal
be subject to conditions specified by the departnent, and the
paynent of tax on all acquisitions pursuant to the permt
shall be made directly to the departnment by the permt
hol der.

Section 738. Collection of tax on nmotor vehicles, trailers and
semtrailers.

(a) General rule.--Notw thstanding the provisions of section
737(b) (1), tax due on the sale at retail or use of a notor
vehicle, trailer or semtrailer, except nobile homes as defined
in 75 Pa.C.S (relating to vehicles), required by |law to be

regi stered with the departnment under the provisions of 75
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Pa.C.S. shall be paid by the purchaser or user directly to the
departnment on application to the departnment for an issuance of a
certificate of title on the motor vehicle, trailer or
semtrailer

(b) No issuance of certificate of title w thout paynent of
tax. - -

(1) The departnent shall not issue a certificate of
title until the tax has been paid, or evidence satisfactory
to the departnment has been given to establish that tax is not
due.

(2) The departnment nmay cancel or suspend any record of
certificate of title or registration of a notor vehicle,
trailer or semtrailer when the check received in paynent of
the tax on the vehicle is not paid on demand.

(c) First encunbrance.--The tax shall be considered as a
first encunbrance agai nst the vehicle and the vehicle nay not be
transferred without first paynment in full of the tax and any
interest additions or penalties which shall accrue in accordance
with this chapter
Section 739. Precollection of tax.

(a) Authorization.--

(1) Except as otherw se provided under paragraph (2),

t he departnent may, by regulation, authorize or require

particul ar categories of vendors selling tangi ble personal

property for resale to precollect fromthe purchaser the tax
whi ch the purchaser will collect on nmaking a sale at retai

of the tangi bl e personal property.

(2) The departnent, pursuant to this section, nmay not
require a vendor to precollect tax froma purchaser who

purchases for resale nore than $1, 000 worth of tangible
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personal property fromthe vendor per year.

(b) No license required.--In any case in which a vendor has
been aut horized to prepay the tax to the person from whomthe
vendor purchased the tangi ble personal property for resale, the
vendor authorized to prepay the tax may, under the regul ations
of the departnment, be relieved fromthe duty to secure a |license
if the duty arises only by reason of the vendor's sale of the
tangi bl e personal property with respect to which the vendor is,
under authorization of the departnent, to prepay the tax.

(c) Reinbursenent. --

(1) The vendor, on naking a sale at retail of tangible
personal property with respect to which the vendor has
prepaid the tax, nmust separately state at the time of resale
t he proper anobunt of tax on the transaction, and reinburse
itself on account of the taxes which the vendor has
previ ously prepaid.

(2) |If the vendor collects a greater anmount of tax in
any reporting period than the vendor previously prepaid on
pur chase of the goods with respect to which the vendor
prepaid the tax, the vendor nust file a return and renmt the
bal ance to the Commonweal th at the tine at which a return
woul d ot herwi se be due with respect to the sales.

Section 740. Bulk and auction sal es.

A person who sells or causes to be sold at auction, or who
sells or transfers in bulk, 51%or nore of any stock, of goods,
war es or nerchandi se of any kind, fixtures, machinery,
equi pnent, buildings or real estate, involved in a business for
whi ch the person is licensed or required to be |licensed under
this chapter, or is liable for filing use tax returns in

accordance with this chapter, shall be subject to the provisions
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revi ew or appeal.
(a) GCeneral rule.--The departnment may coll ect any tax:

(1) |If an assessnent of tax is not paid within ten days
or 30 days, as the case may be, after notice of the
assessment to the taxpayer and no petition for reassessnent
has been fil ed.

(2) Wthin 60 days fromthe date of reassessnent, if no
petition for review has been fil ed.

(3) Wthin 30 days fromthe date of the decision of the
Board of Finance and Revenue on a petition for review, or of
the expiration of the board' s tine for acting on the
petition, if no appeal has been made.

(4) In all cases of judicial sales, receiverships,
assi gnments or bankruptci es.

(b) Limtation on defenses.--

(1) Subject to the provisions of paragraph (2), in any
such case in a proceeding for the collection of the taxes,

t he person agai nst whom the taxes were assessed shall not be
permtted to set up any ground of defense that m ght have
been determ ned by the departnent, the Board of Finance and
Revenue or the courts.

(2) The defense of failure of the departnment to nai
noti ce of assessnent or reassessnment to the taxpayer and the
def ense of paynent of assessnent or reassessnent nmay be
rai sed in proceedings for collection by a notion to stay the

pr oceedi ngs.

Section 742. Lien for taxes.

(a) Nature and effect of lien.--
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(1) |If any person liable to pay any tax neglects or
refuses to pay the sane after demand, the anmount, i ncluding
any interest, addition or penalty, together with any costs
that may accrue in addition, shall be a lien in favor of the
Commonweal th on the property, both real and personal, of the
person but only after sanme has been entered and docketed of
record by the prothonotary of the county where the property
i s situated.

(2) The departnment nmay, at any tine, transmt to the
prot honotaries of the respective counties certified copies of
all liens for taxes inposed by this chapter or the Tax Reform
Code of 1971 and penalties and interest.

(3) Each prothonotary receiving the lien shall enter and
docket the lien of record in the prothonotary's office, which
lien shall be indexed as judgnents are now i ndexed.

(4) No prothonotary shall require, as a condition
precedent to the entry of the liens, the paynment of the costs
i nci dent thereto.

(b) Priority status.--

(1) The lien inposed under this section shall have
priority fromthe date of its recording, and shall be fully
paid and satisfied out of the proceeds of any judicial sale
of property before any other obligation, judgnent, claim
lien or estate to which the property may subsequently becone
subj ect, except costs of the sale and of the wit on which
the sale was made, and real estate taxes and nunicipal clains
agai nst such property, but shall be subordinate to nortgages
and other liens existing and duly recorded or entered of
record prior to the recording of the tax lien.

(2) In the case of a judicial sale of property, subject
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to a lien inposed under this section, on a lien or claimover
which the lien inposed under this section has priority, the
sal e shall discharge the lien inposed under this section to
the extent only that the proceeds are applied to its paynent,
and the lien shall continue in full force and effect as to
t he bal ance renmi ni ng unpai d.
(3) There shall be no inquisition or condemation upon
any judicial sale of real estate made by the Commonweal t h
pursuant to the provisions of this section.
(4) (i) The lien of the taxes, interest and penalties,
shall continue for five years fromthe date of entry, and
may be revived and continued in the manner now or
hereafter provided for renewal of judgnents, or as may be
provided in The Fiscal Code, and a wit of execution nmay
directly issue upon the lien w thout the issuance and
prosecution to judgnment of a wit of scire facias.

(i1i) Not less than ten days before issuance of any
execution on the lien, notice of the filing and the
effect of the lien shall be sent by registered nail to
t he taxpayer at the taxpayer's |ast known post office
addr ess.

(tii) The lien shall have no effect on any stock of
goods, wares or nerchandise regularly sold or leased in
the ordi nary course of business by the person agai nst
whom the lien has been entered, unless and until a wit
of execution has been issued and a | evy nade on the stock
of goods, wares and nerchandi se.

(c) Penalty.--Any willful failure of any prothonotary to

carry out any duty inposed on the prothonotary under this

section shall be a m sdeneanor, and, upon conviction, the
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1 prothonotary shall be sentenced to pay a fine not nore than
2 $1,000 and costs of prosecution or to a termof inprisonnent not

3 exceedi ng one year, or both.

4 (d) Priority paynent fromdistribution.--

5 (1) Except as otherw se provided under the law, in the
6 di stribution, voluntary or conpul sory, in receivership,

7 bankruptcy or otherw se, of the property or estate of any

8 person, all taxes inposed by this chapter which are due and
9 unpai d and are not collectible under section 725 shall be
10 paid fromthe first noney available for distribution in

11 priority to all other clainms and |iens, except insofar as the
12 laws of the United States may give a prior claimto the

13 Federal Governnent.

14 (2) Any person charged with the adm nistration or

15 di stribution of the property or estate, who violates the

16 provi sions of this section, shall be personally liable for
17 any taxes inposed by this chapter, which are accrued and

18 unpai d and are chargeabl e agai nst the person whose property
19 or estate is being adm nistered or distributed.

20 (e) Construction.--Subject to the Iimtations contained in

21 this chapter as to the assessnment of taxes, nothing contained in
22 this section shall be construed to restrict, prohibit or limt
23 the use by the departnent in collecting taxes finally due and

24 payabl e of any other renedy or procedure avail able at |aw or

25 equity for the collection of debts.

26 Section 743. Suit for taxes.

27 (a) GCeneral rule.--At any tine within three years after any
28 tax or any anopunt of tax shall be finally due and payable, the
29 departnent may commence an action in the courts of this

30 Comonweal th, of any state or of the United States, in the nane
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of the Commonweal th, to collect the anmount of tax due together
with additions, interest, penalties and costs in the manner
provided at law or in equity for the collection of ordinary
debt s.

(b) Prosecution by Attorney General.--The Attorney Ceneral
shall prosecute the action and, except as provided in this
chapter, the provisions of the Rules of Cvil Procedure and the
provi sions of the laws of this Commonwealth relating to civil
procedures and renedies shall, to the extent that they are
appl i cabl e, be available in such proceedings.

(c) Construction.--The provisions of this section are in
addition to any process, renedy or procedure for the collection
of taxes provided by this chapter or by the laws of this
Commonweal th, and this section is neither limted by nor
intended to limt any such process, renedy or procedure.
Section 744. Tax suit comty.

The courts of this Conmonweal th shall recognize and enforce
liabilities for sales and use taxes, lawfully inposed by any
other state if the other state extends a |like comty to this
Conmonweal t h.

Section 745. Servi ce.

(a) GCeneral rule.--Any person who nmaintains a place of
business in this Cormonwealth is deened to have appointed the
Secretary of the Commonweal th as the person's agent for the
acceptance of service of process or notice in any proceedi ngs
for the enforcenent of the civil provisions of this chapter, and
any service nmade upon the Secretary of the Conmonweal th as agent
shall be of the sanme legal force and validity as if the service
had been personally nade on the person.

(b) Substitute service.--Were service cannot be nmade on the
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person in the manner provided by other |laws of this Comobnweal th
relating to service of process, service nay be nade on the
Secretary of the Commonweal th and, in such case, a copy of the
process or notice shall also be personally served on any agent
or representative of the person who nay be found within this
Commonweal t h, or where no such agent or representative may be
found a copy of the process or notice shall be sent by
registered nmail to the person at the [ ast known address of the
person's principal place of business, hone office or residence.
Section 746. Collection and paynent of tax on credit sales.

If any sale subject to tax under this chapter is wholly or
partly on credit, the vendor shall require the purchaser to pay
in cash at the tinme the sale is made, or within 30 days
thereafter, the total anpunt of tax due upon the entire purchase
price. The vendor shall remt the tax to the departnent,
regardl ess of whether paynent was made by the purchaser to the
vendor, with the next return required to be filed under section
717.

Section 747. Prepaynent of tax.

(a) GCeneral rule.--Wenever a vendor is prohibited by | aw or
governmental regulation to charge and collect the purchase price
in advance of or at the time of delivery, the vendor shal
prepay the tax as required by section 722, but in that case, if
the purchaser fails to pay to the vendor the total anount of the
purchase price and the tax and the amount is witten off as
uncol | ecti bl e by the vendor, the vendor shall not be |iable for
the tax and shall be entitled to a credit or refund of the tax
pai d.

(b) Subsequent collection of tax.--If the purchase price is

thereafter collected, in whole or in part, the anount collected
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shall be first applied to the paynment of the entire tax portion
of the bill, and shall be remtted to the departnment by the
vendor with the first return filed after such collection

(c) Tinme period for refund.--Tax prepaid shall be subject to
refund on petition to the departnment under the provisions of
section 752, filed within 105 days of the close of the fiscal
year in which the accounts are witten off.

Section 747.1. Refund of sales tax attributed to bad debt.

(a) GCeneral rule.--A vendor may file a petition for refund
of sales tax paid to the departnment that is attributed to a bad
debt if all of the follow ng apply:

(1) The purchaser fails to pay the vendor the total
pur chase pri ce.

(2) The purchase price is witten off, either in whole
or in part, as a bad debt on the vendor's books and records.

(3) The bad debt has been deducted for Federal incone
tax purposes under section 166 of the Internal Revenue Code
of 1986 (Public Law 99-514, 26 U.S.C. § 166).

The petition nmust be filed with the departnment under Article
XXVI'l of the Tax Reform Code of 1971 within the tine |limtations
prescri bed by section 3003.1 of the Tax Reform Code of 1971.

(b) Limtation.--

(1) The refund authorized by this section shall be
limted to the sales tax paid to the departnent that is
attributed to the bad debt, |ess any discount under section
127.

(2) Partial paynents by the purchaser to the vendor
shall be prorated between the original purchase price and the
sal es tax due on the sale.

(3) Paynments made to a vendor on any transaction which
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i ncl udes both taxabl e and nont axabl e conponents shall be

al | ocated proportionally between the taxable and nontaxabl e

conponents.

(c) Assignnent.--A vendor may assign its right to petition
and receive a refund of sales tax attributed to a bad debt to an
affiliated entity. A vendor may not assign its right to petition
and receive a refund of sales tax attributed to a bad debt to
any ot her person.

(d) [Itenms not refundable.--No refund shall be granted under
this section for interest, finance charges or expenses incurred
in attenpting to collect any anmount receivable.

(e) Contents of petition for refund.--The docunentati on,
procedures and methods for claimng and cal cul ati ng the refund
all oned under this section shall be in such formas the
department may prescri be.

(f) Subsequent collection.--If the purchase price that is
attributed to a prior bad debt refund is collected in whole or
in part, the vendor or affiliated entity shall remt the
proportional tax to the departnment with the first return filed
after the collection.

(g) Interest prohibited.--Notw thstandi ng the provisions of
section 806.1 of the act of April 9, 1929 (P.L.343, No.176),
known as The Fiscal Code, no interest shall be paid by the
Commonweal th on refunds of sales tax attributed to bad debt
under this section.

(h) Adm nistration.--

(1) No refund or credit of sales tax shall be made for
any uncol | ected purchase price or bad debt except as

aut hori zed by this section.

(2) No deduction or credit for bad debt may be taken on
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any return filed with the departnent.

(3) This section shall provide the exclusive procedure
for claimng a refund or credit of sales tax attributed to
uncol | ected purchase price or bad debt.

(i) Definition.--For purposes of this section, the term
"affiliated entity" means any corporation that is part of the
same affiliated group as the vendor as defined by section
1504(a) (1) of the Internal Revenue Code of 1986.

Section 748. Registration of transient vendors.

(a) GCeneral rule.--Prior to conducting business or otherw se
commenci ng operations in this Comonweal th, a transient vendor
shall register with the departnent. The application for
regi stration shall be in such formand contain such infornmation
as the departnent, by regulation, shall prescribe and shall set
forth truthfully and accurately the information desired by the
departnment. This registration shall be renewed and updated
annual | y.

(b) Certificate to be issued.--After registration and the
posting of the bond required by section 748.1, the depart nment
shall issue to the transient vendor a certificate valid for one
year. On renewal of registration, the departnment shall issue a
new certificate valid for one year, if the departnent is
satisfied that the transient vendor has conplied with the
provi sions of this chapter.

(c) Possession and exhibition of certificate.--The transient
vendor shall possess the certificate at all tines when
conducting business within this Comonweal th and shal |l exhibit
the certificate upon denmand by authorized enpl oyees of the
departnment or any | aw enforcenment officer.

(d) Contents of certificate.--The certificate issued by the
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departnment shall state that the transient vendor naned in the
certificate has registered with the departnent and shall provide
notice to the transient vendor that:

(1) The transient vendor must notify the departnment in
witing before it enters this Commonweal th to conduct
busi ness, of the location or |ocations where it intends to
conduct business and the date or dates on which it intends to
conduct busi ness.

(2) Failure to notify or giving false information to the
departnment may result in suspension or revocation of the
transient vendor's certificate.

(3) Conducting business in this Coomonwealth after a
certificate has been suspended or revoked may result in
crimnal conviction and the inposition of fines or other
penal ti es.

Section 748.1. Bond.

(a) GCeneral rule.--Upon registration with the departnent, a
transi ent vendor shall also post a bond with the departnment in
t he anpbunt of $500 as surety for conpliance with the provisions
of this chapter. After a period of denonstrated conpliance with
these provisions or, if the transient vendor provides the
I i cense nunber of a pronoter who has notified the departnent of
a show, in accordance with the provisions of section 748.6(a),

t he departnent may reduce the anmount of bond required of a
transi ent vendor or may elimnate the bond entirely.

(b) Voluntary suspension of certificate.--A transient vendor
may file a request for voluntary suspension of certificate with
the departnent. If the department is satisfied that the
provi sions of this chapter have been conplied with and has

possession of the transient vendor's certificate, it shal
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return the bond posted to the transient vendor.
Section 748.2. Notification to departnent.

(a) GCeneral rule.--Prior to entering this Comonwealth to
conduct busi ness, a transient vendor shall notify the departnent
in witing of the location or |ocations where it intends to
conduct business and the date or dates on which it intends to
conduct busi ness.

(b) Inspection of records.--Wile conducting business in
this Cormonweal th, the transient vendor shall permt authorized
enpl oyees of the departnent to inspect its sales records,
including, but not limted to, sales receipts and inventory or
price lists and to permt inspection of the tangi ble personal
property offered for sale at retail.

(c) Conditions for suspension or revocation of
certificate.--The departnment nmay suspend or revoke a certificate
issued to a transient vendor if the transient vendor:

(1) fails to notify the departnent as required by

subsection (a);

(2) provides the departnment with false information

regardi ng the conduct of business in this Commonweal t h;

(3) fails to collect sales tax on all tangi ble personal
property or services sold subject to the sales tax; or
(4) fails to file with the departnment a tax return as

required by section 717.

(d) Regul ations.--The departnent shall pronmulgate the rules
and regul ati ons necessary to inplenent this section.

Section 748.3. Seizure of property.

(a) GCeneral rule.--1f a transient vendor conducting business

in this Coomonwealth fails to exhibit a valid certificate on

demand by aut hori zed enpl oyees of the departnent, those
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aut hori zed enpl oyees shall seize, without warrant, the tangible
personal property and the autonobile, truck or other neans of
transportation used to transport or carry that property. Al
property seized shall be deenmed contraband and shall be subject
to imrediate forfeiture proceedings instituted by the depart nent
pursuant to procedures adopted by regul ati on, except as

ot herwi se provided by this section.

(b) Release of seized property.--Property seized pursuant to
subsection (a) shall be rel eased on:

(1) presentation of a valid certificate to authorized
enpl oyees of the departnent; or
(2) registration by the transient vendor with the
departnent and the posting of a bond in the anmount of $500,
either imrediately or within 15 days after the property is
sei zed.
Section 748.4. Fines.

Any transient vendor conducting business in this Comobnweal th
while its certificate is suspended or revoked, as provided by
sections 748.1(b) and 748.2(c), conmits a m sdeneanor of the
third degree and, upon conviction, shall be sentenced to pay a
fine of not nore than $2,500 for each offense.

Section 748.5. Transient vendors subject to chapter.

Except as ot herw se provided, a transient vendor shall be
subject to the provisions of this chapter in the same nmanner as
a vendor who mai ntains a place of business in this Commonweal t h.
Section 748.6. Pronoters.

(a) GCeneral rule.--A pronoter of a show or shows in this
Commonweal th may annually file with the departnent an
application for a pronoter's license stating the |ocation and

dates of such show or shows. The application shall be filed at
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| east 30 days prior to the opening of the first show and shal
be in such formas the departnent may prescri be.

(b) License.--

(1) Except as otherwi se provided in this chapter, the
departnent shall, within 15 days after receipt of an
application for a license, issue to the pronoter w thout
charge a license to operate such shows.

(2) If application for a license under this section has
been tinely filed and if the |icense has not been received by
the pronoter prior to the opening of the show, the
aut hori zation contained in this section with respect to the
obtaining of a pronoter's license shall be deenmed to have
been conplied with, unless or until the pronoter receives
notice fromthe departnment denying the application for a
pronoter's |icense.

(c) Conpliance.--Any pronoter who is a vendor under the
provi sions of section 701 shall conply with all the provisions
of this chapter applicable to vendors and with the provisions of
this section applicable to pronoters.

(d) Prohibited conduct.--No |icensed pronoter shall permt
any person to display for sale or to sell tangi ble persona
property or services subject to tax under section 702 at a show
unl ess the person is licensed under section 708 and provides to
the pronoter the information required under |aw.

(e) Penalties.--

(1) Any licensed pronoter who:

(1) permts any person to display for sale or to
sell tangi ble personal property or service without first

havi ng been |icensed under section 708;

(i1i) fails to maintain records of a show as required
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by | aw, or

(ti1) knowi ngly maintains false records or fails to
conply with any provision contained in this section or
any regul ation pronul gated by the departnent pertaining
to shows,

shall be subject to denial of a |icense or the revocation of

any existing license issued pursuant to this section.

(2) The departnment nay deny the pronoter a |icense
certificate to operate a show for a period of not nore than
six nonths fromthe date of such denial. The penalty shall be
in addition to any other penalty inposed by this chapter.

(3) Wthin 20 days of notice of denial or revocation of
a license by the departnent, the pronoter may petition the
departnment for a hearing pursuant to 2 Pa.C.S. (relating to
adm ni strative |law and procedure).

Section 749. (Reserved).
Section 750. (Reserved).
Section 751. (Reserved).
Section 752. Refunds.

(a) GCeneral rule.--Subject to the provisions of subsection
(b), the department shall, pursuant to the provisions of Article
XXVI'l of the Tax Reform Code of 1971, refund all taxes, interest
and penalties paid to the Comonweal t h under the provisions of
this chapter and to which the Conmonwealth is not rightfully
entitled. The refunds shall be nade to the person, the person's
heirs, successors, assigns or other personal representatives,
who actually paid the tax.

(b) Exception.--No refund shall be nmade under this section
with respect to any paynment nade by reason of an assessnent with

respect to which a taxpayer has filed a petition for
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reassessment pursuant to section 2702 of the Tax Reform Code of
1971 to the extent that the petition has been determ ned
adversely to the taxpayer by a decision which is no | onger
subject to further review or appeal.

(c) Construction.--Nothing contained in this section shal
be deenmed to prohibit a taxpayer who has filed a tinely petition
for reassessnent fromanending it to a petition for refund where
the petitioner has paid the tax assessed.

Section 753. Refund petition.

(a) GCeneral rule.--Except as provided for in subsection (b)
and section 756, the refund or credit of tax, interest or
penalty provided for by section 752 shall be nmade only where the
person who has actually paid the tax files a petition for refund
with the departnent under Article XXVI1 of the Tax Reform Code
of 1971, within the limts of section 3003.1 of the Tax Reform
Code of 1971.

(b) Assessnents.--A refund or credit of tax, interest or
penalty paid as a result of an assessnment nade by the depart nent
under section 731 shall be nade only where the person who has
actually paid the tax files with the departnent a petition for a
refund with the departnent under Article XXVII of the Tax Reform
Code of 1971 within the tinme limts of section 3003.1 of the Tax
Ref orm Code of 1971. The filing of a petition for refund under
the provisions of this subsection shall not affect the abatenent
of interest, additions or penalties to which the person may be
entitled by reason of the person's paynent of the assessnent.
Section 754. (Reserved).

Section 755. (Reserved).
Section 756. Extended tine for filing special petition for

r ef und.
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(a) GCeneral rule.--Any party to a transaction who has paid
tax by reason of a transaction with respect to which the
departnment is assessing tax agai nst another person nmay, wthin
six nonths after the filing by the departnent of the assessnent
agai nst the other person, file a special petition for refund,
notw t hstanding the person's failure to tinely file a petition
pursuant to section 3003.1 of the Tax Reform Code of 1971. The
provi sions of Article XXVI1 of the Tax Reform Code of 1971 shal
be applicable to the special petition for refund, except that
t he departnent need not act on the petition until there is a
final determination as to the propriety of the assessnment filed
agai nst the other party to the transaction. Were a petition is
filed under this provision in order to take advantage of the
extended period of limtations, overpaynents by the petitioner
shall be refunded but only to the extent of the actual tax,
wi t hout consideration of interest and penalties, paid by the
other party to the transaction.

(b) Purpose.--The purpose of this section is to avoid
dupl i cate paynment of tax where a determination is made by the
departnment that one party to a transaction is subject to tax,
and another party to the transaction has previously paid tax
with respect to the transaction and, as such, this section shal
be construed as extending right beyond that provided for by
section 753, and not to limt the other section.

Section 757. (Reserved).
Section 758. Limtation on assessnent and coll ection.

The amount of the tax inposed by this chapter or the Tax
Ref orm Code of 1971 shall be assessed within three years after
the date when the return provided for by section 717(a) or (c)

is filed or the end of the year in which the tax liability
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ari ses, whichever occurs |later. Any assessnment nay be nade at
any time during the period notw thstanding that the departnent
may have nade one or nore previ ous assessments agai nst the

t axpayer for the year in question, or for any part of the year.
In any case, no credit shall be given for any penalty previously
assessed or paid.

Section 759. Failure to file return.

Where no return is filed, the amount of the tax due may be
assessed and collected at any tine as to taxabl e transactions
not report ed.

Section 760. False or fraudul ent return.

Where the taxpayer willfully files a false or fraudul ent
return with intent to evade the tax inposed by this chapter, the
anount of tax due nmay be assessed and collected at any tinmne.
Section 761. Extension of limtation period.

Not wi t hst andi ng any ot her provisions of this subchapter

where, before the expiration of the period prescribed in that
ot her provision for the assessnent of a tax, a taxpayer has
consented in witing that the period be extended, the anmount of
tax due may be assessed at any tinme within the extended peri od.
The period so extended nmay be extended further by subsequent
consents in witing nmade before the expiration of the extended
peri od.
Section 762. (Reserved).
Section 763. (Reserved).
Section 764. (Reserved).
Section 765. Interest.

If any ampunt of tax inposed by this chapter is not paid to
the departnent on or before the |ast date prescribed for

paynent, interest on the amobunt at the rate of .75% per nonth
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for each nonth, or fraction thereof, fromthe date, shall be
paid for the period fromthe |ast date to the date paid. The

| ast date prescribed for paynent shall be determ ned under
section 722(a) or (c) without regard to any extension of tine
for paynent. In the case of any anount assessed as a deficiency
or as an estimated assessnent, the date prescribed for paynent
shall be 30 days after notice of the assessnent.

Section 766. Additions to tax.

(a) Failure to file return.--1n the case of failure to file
any return required by section 715 on the date prescribed for
the return, determined with regard to any extension of tine for
filing, and, in the case in which a return filed understates the
true anount due by nore than 50% there shall be added to the
anount of tax actually due 5% of the anobunt of the tax if the
failure to file a proper return is for not nore than one nonth,
with an additional 5% for each additional nonth, or fraction
t hereof , during which such failure continues, not exceeding 25%
in the aggregate. In every case at |east $2 shall be added.

(b) Addition for understatenent.--There shall be added to
every assessnent under section 731(b) an addition equal to 5% of
t he anobunt of the understatenment and no addition to the tax
shall be paid under section 731(a).

(c) Interest.--If the departnent assesses a tax according to
section 731(a), (b) or (c), there shall be added to the anount
of the deficiency interest at the rate of .75% per nonth for
each nonth, or fraction thereof, fromthe date prescribed by
subsection (a) or section 722(c) for the paynent of the tax to
the date of notice of the assessnent.

Section 767. Penalties.

(a) GCeneral rule.--The penalties, additions, interest and
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liabilities provided by this chapter shall be paid on notice and
demand by the department, and shall be assessed and collected in
t he sane manner as taxes. Except as otherw se provided, any
reference in this chapter to tax inposed by this chapter shal

be deened also to refer to the penalties, additions, interest
and liabilities provided by this chapter.

(b) Mnetary penalty.--Any person who willfully attenpts, in
any manner, to evade or defeat the tax inposed by this chapter,
or the paynent thereof, or to assist any other person to evade
or defeat the tax inposed by this chapter, or the paynent
thereof, or to receive a refund inproperly shall, in addition to
ot her penalties provided by law, be |liable for a penalty equal
to one-half of the total ampunt of the tax evaded.

(c) Burden of proof.--In any direct proceeding arising out
of a petition for reassessnment or refund as provided in this
chapter, in which an issue of fact is raised with respect to
whether a return is fraudulent or with respect to the propriety
of the inposition by the department of the penalty prescribed in
subsection (b), the burden of proof with respect to the issue
shall be on the departnent.

Section 768. Crimnal offenses.

(a) False returns.--Any person who with intent to defraud
the Comonwealth willfully makes, or causes to be nade, any
return required by this chapter which is false conmts a
m sdeneanor and, upon conviction, shall be sentenced to pay a
fine of not nore than $2,000 or to inprisonnent not exceedi ng
three years, or both.

(b) O her offenses.--Except as otherw se provi ded by
subsection (a) and subject to the provisions of subsection (c),

any person who:
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(1) advertises or holds out or states to the public or
to any purchaser or user, directly or indirectly, that the
tax or any part inposed by this chapter will be absorbed by
the person, or that it will not be added to the purchase
price of the tangi ble personal property or services described
in section 701(k)(2), (3), (4) and (11) through (18) sold or,
if added, that the tax or any part will be refunded, other
t han when t he person refunds the purchase price because of
the property being returned to the vendor;

(2) sells or |eases tangible personal property or the
services, the sale or use of which by the purchaser is
subject to tax under this chapter, and willfully fails to
collect the tax fromthe purchaser and tinely remt the sane
to the departnent;

(3) wllfully fails or neglects to tinely file any
return or report required by this chapter or, as a taxpayer,
refuses to tinmely pay any tax, penalty or interest inposed or
provided for by this chapter, or willfully fails to preserve
t he person's books, papers and records as directed by the
depart nment ;

(4) refuses to permt the departnent or any of its
aut hori zed agents to exam ne the person's books, records or
papers, or who know ngly makes any inconplete, false or
fraudul ent return or report;

(5) does or attenpts to do anything to prevent the ful
di scl osure of the amount or character of taxable sales
pur chases or use nmade by hinself or any other person;

(6) provides any person with a false statenent as to the
paynent of tax with respect to particul ar tangible personal

property or services; or
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(7) nmakes, utters or issues a false or fraudul ent

exenption certificate;
commts a m sdenmeanor and, upon conviction shall be sentenced to
pay a fine of not nore than $1, 000 and costs of prosecution or
to inprisonnment for not nore than one year, or both.

(c) Exceptions.--

(1) Any person who nmintains a place of business outside
this Commonweal th may absorb the tax with respect to taxable
sal es made in the normal course of business to custoners
present at that place of business w thout being subject to
the penalty and fines.

(2) Advertising tax-included prices shall be
permssible, if the prepaid services are sold by the service
provi der, for prepaid tel ecommunications services not
evi denced by the transfer of tangi ble personal property or
for prepaid nobile tel ecommuni cations services.

(d) Penalties are cumul ative.--The penalties inposed by this
section shall be in addition to any other penalties inposed by
any provision of this chapter.

Section 769. Abatenent of additions or penalties.

On the filing of a petition for reassessnent or a petition
for refund as provided under this chapter by a taxpayer,
additions or penalties inposed on the taxpayer by this chapter
or the Tax Reform Code of 1971 may be waived or abated, in whole
or in part, where the petitioner has established that the
petitioner has acted in good faith, w thout negligence and with
no intent to defraud.

Section 770. Rules and regul ations.
(a) GCeneral rule.--The departnment shall enforce the

provi sions of this chapter and shall prescribe, adopt,
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pronmul gate and enforce rules and regul ati ons not inconsi stent
with the provisions of this chapter, relating to any matter or
thing pertaining to the adm nistration and enforcenent of the
provi sions of this chapter, and the collection of taxes,
penalties and interest inposed by this chapter. The depart nent
may prescribe the extent, if any, to which any of the rules and
regul ati ons shall be applied without retroactive effect.

(b) Determ nation of purchase price.--

(1) In determning the purchase price of taxable sales
where, because of affiliation of interests between the vendor
and the purchaser or irrespective of any such affiliation, if
for any other reason, the purchase price of the sale is in
t he opi nion of the departnment not indicative of the true
value of the article or the fair price of the article, the
departnment shall, pursuant to uniform and equitable rules,
determ ne the anmount of constructive purchase price on the
basis of which the tax shall be conputed and | evi ed.

(2) The rules shall provide for a constructive anount of
a purchase price for each sale, which price shall equal a
price for the article which would naturally and fairly be
charged in an arm s-length transaction in which the el ement
of conmon interests between vendor and purchaser or, if no
common interest exists, any other elenment causing a
di stortion of the price or value is absent.

(3) For the purpose of this chapter where a taxable sale
occurs between a parent corporation and a subsidiary
affiliate or controlled corporation of such parent, there
shall be a rebuttable presunption that because of such common
interest the transaction was not at arm s-I|ength.

Section 771. Keeping of records.
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(a) Persons liable for taxes.--Every person liable for any
tax inmposed by this chapter, or for the collection of the tax,
shall keep the records, render such statenents, nake the returns
and conply with the rules and regul ati ons as the departnent nay,
fromtime to tinme, prescribe regarding matters pertinent to the
person's business. Whenever in the judgnment of the departnment it
IS necessary, it may require any person, by notice served on the
person, or by regulations, to make the returns, render the
statenments or keep the records as the departnent deens
sufficient to show whether the person is |iable to pay or
col l ect tax under this chapter.

(b) Persons collecting taxes.--Any person liable to collect
tax from anot her person under the provisions of this chapter
shall file reports, keep records, nake paynents and be subj ect
to interest and penalties as provided for under this chapter, in
the sane manner as if the person were directly subject to the
t ax.

(c) Nonresidents.--

(1) A nonresident who does business in this Commonweal t h
as a retail dealer shall keep adequate records of the
busi ness and of the tax due with respect to the business,
whi ch records shall at all tinmes be retained within this
Conmonweal th unl ess retention outside this Cormonweal th is
aut hori zed by the departnent.

(2) No taxes collected from purchasers shall be sent
outside this Comobnwealth without the witten consent of and
in accordance with conditions prescribed by the departnent.

(3) The department nmay require a taxpayer who desires to
retain records or tax collections outside this Conmonweal t h

to assune reasonabl e out-of-State audit expenses.
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1 (d) Retail dealers.--

2 (1) Any person doing business as a retail deal er who at
3 the sane tinme is engaged i n another business which does not
4 i nvol ve the maki ng of sal es taxable under this chapter shal
5 keep separate books and records of the person's businesses so
6 as to show the sal es taxable under this chapter separately

7 fromthe sales not taxable under this chapter.

8 (2) If the person fails to keep such separate books and
9 records, the person shall be liable for tax at the rate

10 designated in section 702 on the entire purchase price of

11 sales fromboth or all of the person's businesses.

12 (e) Segregation of taxes required.--

13 (1) In those instances where a vendor gives no sales

14 menor anda or uses registers showing only total sales, the

15 vendor shall adopt some net hod of segregating tax from sal es
16 recei pts and keep records show ng the segregation, all in

17 accordance with proper accounting and busi ness practices.

18 (2) A vendor may apply to the departnment for perm ssion
19 to use a collection and recordi ng procedure which will show
20 the information as the |aw requires with reasonabl e accuracy
21 and sinplicity. The application nust contain a detail ed
22 description of the procedure to be adopt ed.
23 (3) Permssion to use the proposed procedure is not to
24 be construed as relieving the vendor fromrentting the ful
25 amount of tax coll ected.
26 (4) The departnment nmay revoke the perm ssion on 30 days'
27 notice to the vendor
28 (5) Refusal of the department to grant perm ssion in
29 advance to use the procedure shall not be construed to
30 invalidate a procedure which on exam nation shows the
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information as the |aw requires.

Section 771.1. Reports and records of pronoters.

Every licensed pronoter shall keep a record of the date and
pl ace of each show and the nane, address, sales, use and hotel
occupancy |icense nunber of every person whomthe |icensed
pronoter permts to display for sale or to sell tangible
personal property or services subject to tax under section 702
at the show. The records shall be open for inspection and
exam nation at any reasonable tine by the departnment or a duly
aut hori zed representative, and the records shall, unless the
departnment consents in witing to an earlier destruction, be
preserved for three years after the date the report was filed or
the date it was due, whichever occurs later, except that the
departnment may by regulation require that they be kept for a
| onger period of tine.

Section 772. Exam nations.

(a) Power of departnent.--The departnment or any of its
aut hori zed agents nmay exani ne the books, papers and records of
any taxpayer in order to verify the accuracy and conpl et eness of
any return made or if no return was nade, to ascertain and
assess the tax inposed by this chapter. The departnent may
require the preservation of all such books, papers and records
for any period deenmed proper by it but not to exceed three years
fromthe end of the cal endar year to which the records relate.

(b) Duty of taxpayers.--Every taxpayer shall give to the
departnment, or its agent, the neans, facilities and opportunity
for the exam nations and investigation.

(c) O her powers of departnent.--

(1) The departnent is further authorized to exam ne any

person, under oath, concerning taxable sales or use by any
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t axpayer or concerning any other matter relating to the
enforcenent or administration of this chapter, and to this
end may conpel the production of books, papers and records
and the attendance of all persons whether as parties or

Wi tnesses whomit believes to have know edge of such matters.

(2) The procedure for such hearings or exam nations

shall be the sane as that provided by the act of April 9,

1929 (P.L.343, No.176), known as The Fiscal Code, relating to

i nqui sitorial powers of fiscal officers.

Section 773. Records and exam nations of delivery agents.

Every agent for the purpose of delivery of goods shipped into
this Commonweal th by a nonresident, including, but not limted
to, a common carrier, shall maintain adequate records of such
deliveries pursuant to rules and regul ati ons adopted by the
departnment and shall nake the records available to the
department upon request after due notice.

Section 774. Unauthorized disclosure.

Any information gained by the departnent as a result of any
return, exam nation, investigation, hearing or verification
required or authorized by this chapter shall be confidential,
except for official purposes and except in accordance wth
proper judicial order or as otherw se provided by |aw, and any
person unlawful 'y divul gi ng such information comrts a
m sdeneanor and, upon conviction, shall be sentenced to pay a
fine of not nore than $1,000 and costs of prosecution or to
i mpri sonnment for not nore than one year, or both.

Section 775. Cooperation with other governnents.

Not wi t hst andi ng the provisions of section 774, the departnent

may permt the Conmm ssioner of Internal Revenue of the United

States, or the proper officer of any state, or the authorized
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representative of either such officer, to inspect the tax
returns of any taxpayer, or may furnish to the officer or to the
of ficer's authorized representative an abstract of the return of
any taxpayer, or supply the officer or the authorized
representative with information concerning any item contained in
any return or disclosed by the report of any exam nation or
i nvestigation of the return of any taxpayer. This perm ssion
shall be granted only if the statutes of the United States or of
such other state, as the case nay be, grant substantially
simlar privileges to the proper officer of the Commonweal t h
charged with the adm nistration of this chapter
Section 776. Interstate conpacts.

(a) GCeneral rule.--The Governor, or the CGovernor's
aut hori zed representative, nmay confer with the Governor and the
aut hori zed representatives of other states with respect to
reci procal use tax collection between the Conmonweal th and such
ot her states.

(b) O her powers.--The Governor, or the Governor's
aut hori zed representative, nmay join with the authorities of
ot her states to conduct joint investigations, to exchange
i nformation, hold joint hearings and enter into conpacts or
interstate agreenents with such other states to acconplish
uni formreciprocal use tax collections between those states who
are parties to any conpact or interstate agreenment and the
Conmonweal t h.
Section 777. Bonds.

(a) Procedure.--

(1) \Wenever the departnent, in its discretion, deens it
necessary to protect the revenues to be obtained under the

provi sions of this chapter, it nmay require any nonresident
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nat ural person or any foreign corporation, association,
fiduciary, partnership or other entity, not authorized to do
in this Comopnweal th or not having an established place of
business in this Commonweal th and subject to the tax inposed
by section 702, to file a bond issued by a surety conpany
authorized to do business in this Conmonweal th and approved
by the Insurance Commi ssioner as to sol vency and

responsi bility, in such anobunts as it may fix, to secure the
paynent of any tax or penalties due, or which nay becone due,
froma natural person or corporation

(2) In order to protect the revenues to be obtai ned
under the provisions of this chapter, the departnment shal
require any nonresident natural person or any foreign
corporation, association, fiduciary, partnership or entity,
who or which is a building contractor, or who or which is a
supplier delivering building materials for work in this
Conmmonweal th and is not authorized to do business in this
Commonweal th or does not have an established place of
business in this Cormonwealth and is subject to the tax
i nposed by section 702, to file a bond issued by a surety
conpany aut hori zed to do business in this Commonweal th and
approved by the Insurance Comm ssioner as to sol vency and
responsibility, in the amounts as it may fix, to secure the
paynents of any tax or penalties due, or which may becone
due, froma natural person, corporation or other entity.

(3) The departnment nmay al so require a bond of any person
petitioning the departnent for reassessnment, in the case of
any assessnment over $500 or where it is of the opinion that
the ultimate collection is in jeopardy.

(4) (i) The departnent may, for a period of three
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1 years, require a bond of any person who has on three or

2 nore occasions within a 12-nonth period either filed a

3 return or made paynent to the departnment nore than 30

4 days | ate.

5 (i) If the departnment determ nes that a taxpayer is
6 to file a bond, the departnment shall give notice to the

7 t axpayer to that effect, specifying the anount of the

8 bond required.

9 (i1i1) The taxpayer shall file a bond within five

10 days after the giving of the notice by the departnent

11 unl ess, within the five-day period, the taxpayer requests
12 in witing a hearing before the secretary or the

13 secretary's representative at which hearing the

14 necessity, propriety and anmount of the bond shall be

15 determ ned by the secretary or a representative. The

16 determi nation shall be final and shall be conplied within
17 15 days after notice is nailed to the taxpayer.

18 (b) Alternative security.--

19 (1) In lieu of the bond required by this section,
20 securities approved by the departnment, or cash in the anmount
21 as it may prescribe, my be deposited.
22 (2) Such securities or cash shall be kept in the custody
23 of the departnent, who may, at any tinme, without notice to
24 the depositor, apply themto any tax and/or interest or
25 penal ti es due, and for that purpose the securities may be
26 sold by the departnment, at public or private sale, on five
27 days' witten notice to the depositor.
28 (c) Lien may be filed.--
29 (1) The department may file a lien pursuant to section
30 742 agai nst any taxpayer who fails to file a bond when
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required to do so under this section.

(2) Al funds received on execution of the judgnment on
the lien shall be refunded to the taxpayer with 3% nterest
should a final determ nation be nade that the taxpayer does
not owe any paynent to the departnent.

SUBCHAPTER G
FUNDI NG PROVI SI ONS
Section 780. (Reserved).
Section 781. Appropriation for refunds.

So nmuch of the proceeds of the tax inposed by this chapter as
shall be necessary for the paynent of refunds, enforcenent or
adm ni stration under this chapter is hereby appropriated for
t hose purposes.

Section 781.1. Construction.

To the extent that the | anguage of this chapter is identical
to that of equivalent provisions in the forner act of March 6,
1956 (P.L.1228, No.381), known as the Tax Act of 1963 for
Education, or Article Il of the Tax Reform Code of 1971, that
| anguage shall be deened a reenactnent of such identical
provi si ons.

Section 781.2. Transfers to Public Transportation Reserve Fund.

(a) Establishnent of fund.--Beginning January 1, 2008, 1.01%
up to a maxi mum of $75, 000, 000 of the taxes received under this
chapter, and such additional revenues not to exceed 4.4% of such
addi tional revenues that are generated by taxes received under
this chapter that are necessary to replace the revenues
earmarked for public transportation under 74 Pa.C. S. § 1506(c)
(relating to fund), shall be deposited in the Public
Transportati on Reserve Fund which is hereby established in the

State Treasury and shall be disbursed as provi ded under an act
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of the General Assenbly enacted after the effective date of this
secti on.

(b) Tinme period for transfers.--Wthin 30 days of the close
of a calendar nonth, 1.01% of the taxes and ot her suns specified
in subsection (a) received in the prior calendar nonth shall be
transferred to the Public Transportation Reserve Fund.

Section 782. Transfers to Education Operating Fund.

(a) Legislative intent.--1t is the intent of the General
Assenbly to broaden the sales and use tax base in order to
provi de funds for the operating expenses of school districts and
as a neans to abolish the school property tax.

(b) Source of funding for transfers.--Except as otherw se
provi ded under section 781.2, all revenues received on or after
January 1, 2008, fromthe tax inposed by this chapter shall be
transferred to the Education Operating Fund.

CHAPTER 9
SENI OR CI TI ZENS PROPERTY TAX AND
RENT REBATE ASSI STANCE
Section 901. Scope of chapter.

This chapter provides senior citizens with assistance in the
formof property tax and rent rebates.
Section 902. (Reserved).

Section 903. Definitions.

The foll ow ng words and phrases when used in this chapter
shall have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Board." The Board of Finance and Revenue of the
Commonweal t h.

"Claimant.” A person who files a claimfor property tax

rebate or rent rebate in lieu of property taxes and:
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1 (1) was at |east 65 years of age or whose spouse, if a

2 menber of the household, was at |east 65 years of age during
3 a cal endar year in which real property taxes, rent and

4 inflation costs were due and payabl e;

5 (2) was a widow or widower and was at | east 50 years of
6 age during a cal endar year or part thereof in which real

7 property taxes, rent and inflation costs were due and

8 payabl e; or

9 (3) was a permanently disabl ed person 18 years of age or
10 ol der during a cal endar year or part thereof in which the

11 real property taxes, rent and inflation costs were due and

12 payabl e.

13 "Honestead."” A dwelling, whether owned or rented, and so

14 nmuch of the land surrounding it, as is reasonably necessary for
15 the use of the dwelling as a hone, occupied by a clainmnt. The
16 termincludes, but is not limted to:

17 (1) Prem ses occupied by reason of ownership or |ease in
18 a cooperative housing corporation.

19 (2) A nobile hone which is assessed as realty for |ocal
20 property tax purposes and the land, if owned or rented by the
21 cl ai mant, upon which the nobile hone is situated, and any
22 other simlar |iving accomodati on.
23 (3) A part of a multidwelling or multipurpose building
24 and a part of the land upon which it is built.
25 (4) Prem ses occupied by reason of the claimant's
26 ownership or rental of a dwelling |ocated on | and owned by a
27 nonprofit incorporated association, of which the claimant is
28 a menber, if the claimant is required to pay a pro rata share
29 of the property taxes |evied against the association' s |and.
30 (5) Prem ses occupied by a claimant if the claimant is
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required by law to pay a property tax by reason of the
claimant's ownership or rental, including a possessory
interest, in the dwelling, the land or both. An owner

i ncludes a person in possession under a contract of sale,

1
2
3
4
5 deed of trust, life estate, joint tenancy or tenancy in
6 common or by reason of statutes of descent and distribution.
7 "Househol d inconme.”™ Al inconme received by a clai mant and
8 the claimant's spouse while residing in their honestead during
9 the calendar year for which a rebate is clained.

10 “"Income.” Al income from whatever source derived,

11 including, but not limted to:

12 (1) Salaries, wages, bonuses, comm ssions, inconme from
13 sel f-enpl oynent, alinony, support noney, cash public

14 assi stance and relief.

15 (2) The gross anobunt of any pensions or annuities,

16 including railroad retirenent benefits for cal endar years
17 prior to 1999 and 50% of railroad retirenent benefits for

18 cal endar years 1999 and thereafter.

19 (3) Al benefits received under the Social Security Act
20 (49 Stat. 620, 42 U S.C. § 301 et seq.), except Medicare

21 benefits, for cal endar years prior to 1999, and 50% of al

22 benefits received under the Social Security Act, except

23 Medi care benefits, for cal endar years 1999 and thereafter.
24 (4) Al benefits received under State unenpl oynent

25 i nsurance |laws and veterans' disability paynents.

26 (5) Al interest received fromthe Federal or any state
27 government or any instrunmentality or political subdivision
28 t her eof .

29 (6) Realized capital gains and rentals.

30 (7) Wbrkers' conpensation.
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1 (8) The gross anobunt of |loss of time insurance benefits,
2 life insurance benefits and proceeds, except the first $5, 000
3 of the total of death benefit paynents.

4 (9) Gfts of cash or property, other than transfers by
5 gi ft between nenbers of a household, in excess of a total

6 val ue of $300.

7 The termdoes not include surplus food or other relief in kind
8 supplied by a governnental agency, property tax or rent rebate
9 or inflation dividend.

10 "Inflation expenses.” The additional costs of those

11 essential consuner needs of senior citizens in this

12 Commonweal th. The termincludes, but is not limted to, the

13 additional cost of medical prescriptions, energy needs,

14 transportation and food and cl ot hing essenti al s.

15 "Permanent |y di sabl ed person.”™ A person who is unable to

16 engage in any substantial gainful activity by reason of any

17 nmedically determ nabl e physical or nmental inpairnment which can
18 be expected to continue indefinitely, except as provided in

19 section 904(b)(3) and (c).
20 "Real property taxes." All taxes on a honestead, exclusive
21 of municipal assessnents, delinquent charges and interest, due
22 and payabl e during a cal endar year.
23 "Rent rebate in |ieu of property taxes." Twenty percent of
24 the gross anmount actually paid in cash or its equivalent in any
25 calendar year to a landlord in connection with the occupancy of
26 a honestead by a clainmant, irrespective of whether such anount
27 constitutes paynent solely for the right of occupancy or
28 ot herw se.
29 "Wdow' or "widower." The surviving wife or the surviving

30 husband, as the case nay be, of a deceased individual and who
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10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

has not remarried except as provided in section 904(b)(3) and

(c).
Secti on 904.

(a) Schedul e of

Property tax,

rent rebate and inflation cost.

rebates. - -

(1) The armount of any claimfor property tax rebate or

rent rebate in lieu of property taxes for real property taxes

or rent due and payabl e during cal endar years 1985 and

t hereafter shal

fol |l owi ng schedul e:

Househol d | ncone

$ 0
5, 000
5, 500
6, 000
6, 500
7,000
7,500
8, 000
8, 500
9, 000

10, 000

12, 000

13, 000

(2) To al

$4, 999
5,499
5,999
6, 499
6, 999
7,499
7,999
8, 499
8, 999
9, 999

11, 999

12, 999

15, 000

be deternmi ned in accordance with the

Percent age of Real Property Taxes
or Rent Rebate in Lieu of

Property Taxes All owed as Rebate

100%

100

90

80

70

60

50

40

35

25

20

15

10

claimants eligible for a property tax or rent

rebate pursuant to paragraph (1), there shall be paid an

inflation dividend determ ned in accordance with the

fol |l owi ng schedul e:

Househol d | ncone
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$ 0 - $4,999 $125
5,000 - 5,499 100
5,500 - 5,999 100
6,000 - 6,499 75
6,500 - 6,999 75
7,000 - 7,499 60
7,500 - 7,999 60
8,000 - 8,499 45
8,500 - 8,999 45
9,000 - 9,999 30
10, 000 - 11, 999 30
12,000 - 12,999 30
13, 000 - 15, 000 20

(b) Limtations on clains.--

(1) No claimshall be allowed if the anmount of property
tax or rent rebate conputed in accordance with this section
is less than $10, and the maxi mum anount of property tax or
rent rebate payable shall not exceed $500.

(2) No claimshall be allowed if the claimant is a
tenant of an owner of real property exenpt fromreal property
t axes.

(c) Apportionnent and public assistance. --
(1) If any of the following exist relating to a claim
(i) a honestead is owned or rented and occupi ed for
only a portion of a year or is owned or rented in part by

a person who does not neet the qualifications for a

cl ai mant, exclusive of any interest owned or |eased by a

cl ai mant' s spouse;

(ii) the claimant is a wi dow or w dower who

remarries; or
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(tit) the claimant is a formerly disabl ed person who
is no | onger disabled,

t he departnent shall apportion the real property taxes or

rent in accordance with the period or degree of ownership or

| easehol d or eligibility of the claimant in determ ning the

anount of rebate for which a claimant is eligible.

(2) A claimant who receives public assistance fromthe
Department of Public Welfare shall not be eligible for rent
rebate in lieu of property taxes or an inflation dividend
during those nonths within which the claimnt receives public
assi st ance.

(d) Governnent subsidies.--Rent shall not include subsidies
provi ded by or through a governnental agency.

Section 905. Filing of claim

(a) General rule.--Except as otherw se provided in
subsection (b), a claimfor property tax or rent rebate shall be
filed with the departnent on or before the 30th day of June of
t he year next succeeding the end of the cal endar year in which
real property taxes or rent was due and payabl e.

(b) Exception.--Aclaimfiled after the June 30 deadline
until Decenber 31 of such cal endar year shall be accepted by the
secretary as long as funds are available to pay the benefits to
the late filing clai mant.

(c) Paynments from State Lottery Fund.--No rei nbursenent on a
claimshall be made fromthe State Lottery Fund earlier than the
day following the 30th day of June provided in this chapter on
which that claimnmay be filed with the departnent.

(d) Eligibility of claimnts.--

(1) Only one claimant froma honestead each year shal

be entitled to the property tax or rent rebate.
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(2) If two or nore persons are able to neet the
qualifications for a clainmant, they nay determ ne who the
clai mant shall be.

(3) If they are unable to agree, the departnent shal
determne to whomthe rebate is to be paid.

Section 906. Proof of claim
(a) Contents.--Each claimshall include:

(1) Reasonable proof of household incone.

(2) The size and nature of the property clained as a
honest ead.

(3) The rent, tax receipt or other proof that the real
property taxes on the homestead have been paid or rent in
connection with the occupancy of a honmestead has been paid.

(4) If the claimant is a wi dow or wi dower, a decl aration
of such status in such manner as prescribed by the secretary.
(b) Proof of disability.--

(1) Proof that a claimant is eligible to receive
di sability benefits under the Social Security Act (49 Stat.
620, 42 U.S.C. §8 301 et seq.) shall constitute proof of
di sability under this chapter.

(2) No person who has been found not to be disabl ed by
the Social Security Admi nistration shall be granted a rebate
under this chapter.

(3) A claimant not covered under the Social Security Act
shall be exam ned by a physician designated by the departnent
and such status determ ned using the sanme standards used by
the Social Security Adm nistration.

(c) Direct paynent of taxes or rent not required.--1t shal
not be necessary that such taxes or rent were paid directly by

the claimant if the rent or taxes have been paid when the claim
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is filed.

(d) Proof of age on first claim--The first claimfiled
shall include proof that the claimant or the claimant's spouse
was at |east 65 years of age, or at |least 50 years of age in the
case of a wi dow or wi dower during the cal endar year in which
real property taxes or rent were due and payabl e.

Section 907. Incorrect claim

Whenever on audit of a claimthe departnent finds the claim
to have been incorrectly determned, it shall redetermne the
correct amount of the claimand notify the clainmant of the
reason for the redeterm nation and the anmount of the corrected
claim
Section 908. Funds for paynent of cl aimns.

(a) Paynent.--Approved clainms shall be paid fromthe State
Lottery Fund established by the act of August 26, 1971 (P.L. 351,
No. 91), known as the State Lottery Law.

(b) Mninmum funding level.--Not |ess than the percentage of
the State Lottery Fund expended in the fiscal year beginning
July 1, 2007, for the provision of property tax relief and rent
rebate in lieu of property taxes shall be transferred fromthe
State Lottery Fund each year into a restricted account within
the State Lottery Fund, which account is hereby established and
shall be known as the Property Tax and Rent Rebate Restricted
Account. The noneys of the account shall be expended for the
sol e purpose of providing property tax relief and rent rebates
inlieu of property taxes as provided by |aw.

(c) Restrictions on use of Gami ng Fund.--No noneys in the
Gam ng Fund shall be transferred to the State Lottery Fund or
ot herwi se used for the purposes of this chapter.

Section 909. Cdaimforns and rules and regul ati ons.
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Necessary rul es and regul ations shall be prescribed by a
commttee consisting of the Secretary of Aging, the Secretary of
Revenue and the Secretary of Community and Economn c Devel opnent.
The Secretary of Aging shall serve as the chairman of the
commttee. The departnent shall receive all applications,
determine the eligibility of claimants, hear appeals, disburse
paynents and nmake avail able suitable forns for the filing of
cl ai ns.

Section 910. Fraudulent clains and conveyances to obtain
benefits.

(a) GCvil penalty.--In any case in which a claimis
excessive and was filed with fraudulent intent, the claimshal
be disallowed in full, and a penalty of 25% of the anount
cl ai med shall be inposed. The penalty and the anount of the
disallowed claim if the claimhas been paid, shall bear
interest at the rate of 1.5% per nonth fromthe date of the
claimuntil repaid.

(b) Crimnal penalty.--The claimant and any person who
assisted in the preparation or filing of a fraudulent claim
commts a m sdenmeanor of the third degree and, upon conviction
t hereof, shall be sentenced to pay a fine not exceeding $1, 000
or to inprisonnent not exceedi ng one year, or both.

(c) Disallowance for receipt of title.--A claimshall be
disallowed if the claimnt received title to the honmestead
primarily for the purpose of receiving property tax rebate.
Section 911. Petition for redeterm nation.

(a) Right tofile.--A claimnt whose claimis either deni ed,
corrected or otherw se adversely affected by the departnent nmay
file with the departnment a petition for redeterm nation on forns

supplied by the departnment within 90 days after the date of

20070H1275B2835 - 161 -



© 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

mai ling of witten notice by the departnment of such action.

(b) Contents.--The petition shall set forth the grounds upon
whi ch the claimant alleges that such departnental action is
erroneous or unlawful, in whole or part, and shall contain an
affidavit or affirmation that the facts contained in the
petition are true and correct.

(c) Extension of tinme for filing.--

(1) An extension of tinme for filing the petition may be
al l oned for cause but may not exceed 120 days.

(2) The department shall hold such hearings as may be
necessary for the purpose of redeterm nation, and each

cl ai mant who has duly filed such petition for redeterm nation

shall be notified by the departnment of the tine when and the

pl ace where such hearing in the claimant's case will be held.

(d) Tinme period for decision.--The departnent shall, within
six nonths after receiving a filed petition for redeterm nation,
di spose of the matters raised by such petition and shall nmai
notice of the departnent's decision to the clai mant.

Section 912. Review by Board of Finance and Revenue.

(a) Right toreview--Wthin 90 days after the date of
official receipt by the claimnt of notice mailed by the
departnment of its decision on a petition for redeterm nation
filed with it, the clainmant who is adversely affected by the
deci sion may by petition request the board to review such
action.

(b) Effect of no decision fromdepartnent.--The failure of
the departnent to officially notify the claimnt of a decision
wi thin the six-nonth period provided for by section 911 shal
act as a denial of the petition, and a petition for review may

be filed with the board within 120 days after witten notice is
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officially received by the claimant that the departnent has
failed to dispose of the petition within the six-nonth peri od.

(c) Contents of petition for redeterm nation.--A petition
for redetermnation filed under this section shall state the
reasons upon which the claimnt relies or shall incorporate by
reference the petition for redeterm nation in which such reasons
were stated. The petition shall be supported by affidavit that
the facts set forth therein are correct and true.

(d) Tinme period for decision.--The board shall act in
di sposition of petitions filed with it within six nonths after
t hey have been received, and, in the event of failure of the
board to di spose of any petition within six nonths, the action
taken by the departnent upon the petition for redetermnation
shal | be deenmed sust ai ned.

(e) Relief authorized by board.--The board may sustain the
action taken by the departnment on the petition for
redetermnation or it nmay take such other action as it shal
deem necessary and consistent with provisions of this chapter.

(f) Formof notice.--Notice of the action of the board shal
be given by mail to the departnment and to the clai mant.

Section 913. Appeal.

A cl ai mant aggrieved by a decision of the board nay appeal
fromthe decision of the board in the manner provided by |aw for
appeal s from deci sions of the board in tax cases.

CHAPTER 11
LI M TATI ONS ON SCHOOL DI STRI CT TAXATI ON
Section 1101. Authority to levy taxes and effect of future
Constitutional amendnent.
(a) Abrogating authority to inpose certain taxes.--

(1) The authority of any school district to |evy, assess
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and collect any real property tax under the Public School
Code of 1949, or any other act shall expire in accordance
with the schedule set forth under section 1152(c), at

m dni ght Decenber 31, 2007.

(2) Except as otherwi se provided in section 401, the
authority of a school district to inmpose or continue any tax
adopted pursuant to the Local Tax Enabling Act or a school
per capita tax pursuant to the Public School Code of 1949 or
to i npose or continue any other tax not authorized under this
act shall expire at mdni ght on Decenber 31, 2008.

(3) The authority of a city of the first class to inpose
or continue to provide for the inposition or continuation of
any tax, including, but not limted to, the real property
tax, for the use of a school district of the first class that
is not specifically authorized under this act shall expire in
accordance with the schedule set forth under section 1102(b).

(4) The authority of any school district to inpose or to
continue a tax on the transfer of real property pursuant to
t he Tax Reform Code of 1971, the Local Tax Enabling Act or
any other |law shall expire at mdni ght on Decenber 31, 2008.

(5) No political subdivision that may i npose a tax on
the transfer of real property shall have the authority to
increase the rate of its realty transfer tax pursuant to
Article Xl -D of the Tax Reform Code of 1971, the Local Tax
Enabling Act or any other |aw above the rate in effect for
that political subdivision as of June 30, 2007, or the rate
of .5% whichever rate is greater

(b) Collection of certain taxes unaffected.--The provisions

of this section or any other provision of this act shall not

30 prevent or interfere with any action of any school district to
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coll ect any tax owed by any taxpayer prior to the repeal of any
| aw aut hori zing such tax after such law is repeal ed pursuant to
this act.

(c) Limtations on adoption of personal incone taxes
aut hori zed under Chapter 3 and earned inconme taxes authorized
under Chapter 5.--A school district that adopts a personal
i ncome tax pursuant to Chapter 3 nmay not adopt an earned incone
tax under Chapter 5. A school district that adopts an earned
i ncome tax under Chapter 5 nmay not adopt a personal incone tax
under Chapter 3.

Section 1102. Transitional taxes.

(a) Transitional taxes for school districts other than
school districts of the first class.--Notw thstanding any ot her
provi sion of the Public School Code of 1949 or any other law to
the contrary:

(1) Any school district, other than a school district of
the first class, may continue to |levy, assess and collect a
real property tax for the fiscal years 2008-2009, 2009-2010
and 2010- 2011, subject to the limtations set forth in
par agraphs (2), (3), (4) and (5), and may continue to |evy,
assess and col |l ect taxes, other than realty transfer taxes,
pursuant to the Local Tax Enabling Act and the school per
capita tax until mdnight on Decenber 31, 2008.

(2) For fiscal year 2008-2009, the rate of real property
tax shall be calculated to generate 75% of the revenue
generated by the real property tax for the 2006-2007 fi scal
year.

(3) For fiscal year 2009-2010, the rate of the rea
property tax shall be calculated to generate 50% of the

revenue generated by the real property tax for the 2006-2007

20070H1275B2835 - 165 -



1 fiscal year.

2 (4) For fiscal year 2010-2011, the rate of the rea

3 property tax shall be calculated to generate 25% of the

4 revenue generated by the real property tax for the 2006-2007
5 fiscal year.

6 (5) For all fiscal years beginning after June 30, 2011
7 no school district shall have any power or authority to |evy,
8 assess and col |l ect any real property tax.

9 (b) Transitional taxes for school districts of the first

10 class.--Notw thstanding any other provision of the Public School
11 Code of 1949 or any other law to the contrary:

12 (1) Subject to the provisions set forth in paragraphs
13 (2), (3) and (4), any school district of the first class and
14 city of the first class may continue to | evy, assess and

15 collect a real property tax and all other taxes in existence
16 on July 31, 2007, at the rates in effect on that date as

17 reduced in accordance with this subsection, for the use of a
18 coterm nous school district of the first class for fiscal

19 years 2008-2009, 2009-2010 and 2010-2011. The authority to
20 | evy, assess and collect such taxes for the use of
21 coterm nous school districts shall expire at m dnight on
22 Decenber 31, 2011
23 (2) For fiscal year 2008-2009, all taxes identified
24 under paragraph (1) shall be calculated to generate 75% of
25 the revenue generated by all such taxes for the 2006-2007
26 fiscal year.
27 (3) For fiscal year 2009-2010, all taxes identified
28 under paragraph (1) shall be calculated to generate 50% of
29 t he revenue generated by those taxes for the 2006-2007 fi scal
30 year.
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(4) For fiscal year 2010-2011, all taxes identified
under paragraph (1) shall be calculated to generate 25% of
t he revenue generated by those taxes for the 2006-2007 fiscal
year.

(5) For all fiscal years beginning after June 30, 2011
no city of the first class shall have any power or authority
to | evy, assess and collect any of the taxes identified under
par agraph (1) for school purposes.

Section 1103. Consideration of State appropriations or
rei nbur senent s.

The personal incone or earned incone tax |evied shall not be
inval i dated by reason of the fact that in determ ning the anmount
to be raised by such tax no deduction was made for
appropriations or reinbursenents paid or payable by the
Commonweal th to the school district.

Section 1104. Taxes for cities and school districts of the
first class.

Not wi t hst andi ng any ot her provision of the Public School Code
of 1949 or any other law to the contrary:

(1) Nothing in this act shall be construed to limt or
inmpair a city of the first class from|levying, assessing or
col l ecting any tax for nunicipal purposes or fromincreasing
the mllage for real estate taxes or revenues if the revenues
derived fromthe real property tax are used solely for
muni ci pal purposes.

(2) The reduction in real property tax mllage in cities
of the first class shall be made in four equal installnents
begi nning with the 2008-2009 fiscal year and shall reduce the
mllage by not Iess than 60% fromthe mllage in effect on

July 30, 2007.
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CHAPTER 12
| NDEBTEDNESS
Section 1201. Expiration of authority to issue debt.

Not wi t hst andi ng any ot her provision of 53 Pa.C.S. Pt. VII,
Subpt. B (relating to indebtedness and borrow ng) or any other
law to the contrary, no school district, including a school
district of the first class, shall incur any el ectoral debt,
| ease rental debt or nonel ectoral debt under 53 Pa.C.S. Pt. VII,
Subpt. B after the effective date of this section.

Section 1202. Notices and reporting by school districts of debt
out st andi ng.

(a) Duties.--

(1) (i) On or before March 31, 2008, each school
district, including a school district of the first class,
shall identify the outstandi ng anount of all electoral
debt, |ease rental debt or nonel ectoral debt incurred as
of June 30, 2008, and shall notify on or before March 31,
2008, each hol der of the bonds or notes of such debt of

t he anount owed to each hol der as of Decenber 31, 2007.
The notice shall informthe hol ders of the provisions of
this section and section 1203.

(ii) A holder of a bond or note of such debt shal
have the right to dispute the anbunt stated as owed to
the holder in the notice, provided that the hol der
notifies the I ocal governnent unit in witing prior to
April 15, 2008. A holder that fails to file a dispute
under this subparagraph shall waive the right to dispute
t he anobunt owed to the hol der after the Commonweal th
assunmes the debt of the school district under section

1203.
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(ti1) A school district that receives a witten

di spute froma hol der under subparagraph (ii) shal

attenpt to resolve the dispute by May 1, 2008.

(2) On or before June 30, 2008, each school district,

i ncluding a school district of the first class, shall certify
and report to the Departnent of Revenue the outstanding
amount of all electoral debt, |ease rental debt or

nonel ectoral debt incurred as of Decenber 31, 2007, together
with any information requested by the departnent in order for
t he Comonwealth to conply with the requirenents of this
section and section 1203.

(b) Audit by Departnent of Revenue.--

(1) The Departnent of Revenue shall audit each report
subm tted under subsection (a) and shall certify the anobunt
of each report and the total aggregate amount of all reports
to the State Treasurer and the Education Operating Fund Board
on or before June 30, 2008.

(2) |If the Departnent of Revenue disputes all or any
portion of a report submtted under subsection (a), the
department shall not include such anmount in the certification
to the State Treasurer and the Education Operating Fund Board
and shall notify the school district in witing of the
exclusion fromthe certification.

Section 1203. Assunption of school district debt by
Commonweal t h.

(a) General rule.--Except as otherw se provided in
subsection (b), the Comobnweal th shall assune on June 30, 2008,
t he outstandi ng anount of all electoral debt, |ease debt or
nonel ectoral debt certified in the report submtted by the

Department of Revenue to the State Treasurer and the Education
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Operating Fund Board. Such debt shall be managed and

adm ni stered by the School Financing Authority established under
section 1309, and repaid fromthe Education Operating Fund as
provi ded by | aw.

(b) Exceptions.--The Commonweal th nmay not assune:

(1) Any of the outstanding debt of a school district
that fails to certify and file a report with the Departnment
of Revenue as required by section 1202.

(2) That portion of the outstanding debt included in a
report filed by a school district, but which the Departnent
of Revenue does not include in its certification to the State
Treasurer and the Education Operating Fund Board under
section 1202(b)(2).

Section 1204. Power to apply for debt and limtations.

The board of school directors in any school district may, in
any year after Decenber 31, 2009, apply for an indebtedness in
the form of bonds and notes to secure the sanme, payable as
provided by 53 Pa.C.S. Pt. VII, Subpt. B (relating to
i ndebt edness and borrowi ng) or any anmendnent or re-enactnment
thereof, for any or all of the follow ng purposes:

(1) To purchase or acquire proper sites, buildings or
grounds for school use, or any lands additional to any
exi sting school sites or grounds.

(2) To erect, enlarge, equip or furnish any building for
school wuse.

(3) To repair, renodel or rebuild any building of the
school district.

(4) To lease for an extended period building facilities
or portions of buildings constructed for school use and/or

existing building facilities or portions of existing building
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facilities altered for school use.

(5) To refund certain bonds, as provided in this
chapter.
(6) To fund tenporary indebtedness incurred for

per manent inprovenents, or in anticipation of proceeds froma

bond i ssue.

Section 1205. Referendum requirenent.

(a) GCeneral rule.--No debt shall be incurred pursuant to
section 1204 unl ess the requirenments of subsection (b) are
satisfied.

(b) Adoption of referendum --

(1) In order to incur debt specified in subsection (a),
t he governing body shall use the procedures set forth in this
subsecti on.
(2) (i) Subject to the notice and public hearing
requi renents of this subsection, a governing body may
i ncur debt specified in subsection (a) only by obtaining
t he approval of the electorate of the affected school
district in a public referendumat only the mnunici pal
el ection preceding the fiscal year when the debt will be
initially incurred.

(ii) The question shall be in clear |anguage that is
readi | y understandabl e by a | ayperson. For the purpose of
illustration, a referendum question may be framed as
fol | ows:

Do you favor the creation of debt in the anount of X

for school district purposes?

(itii1) A nonlegal interpretative statenent nust
acconpany the question in accordance with section 201.1

of the act of June 3, 1937 (P.L.1333, No.320), known as
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t he Pennsyl vani a El ecti on Code.
(3) In the event a school district is |located in nore
t han one county, petitions under this section shall be filed
with the election officials of the county in which the
adm ni strative offices of the school district are | ocated.
(4) The election officials who receive a petition shal
performall adm nistrative functions in review ng and
certifying the validity of the petition and conduct al
necessary comruni cations with the school district.
(5 (i) If the election officials of the county who
receive the petition certify that it is sufficient under
this section and determ ne that a question should be
pl aced on the ballot, the decision shall be comuni cated
to election officials in any other county in which the
school district is also |ocated.

(ii) Election officials in the other county or
counties shall cooperate with election officials of the
county receiving the petition to ensure that an identi cal
guestion is placed on the ballot at the same el ection
t hroughout the entire school district.

(6) Election officials fromeach county invol ved shal
i ndependently certify the results fromtheir county to the
gover ni ng body.
(7) (i) In order to incur debt under this section, the
governi ng body shall adopt a resolution which refers to
this chapter prior to placing a question on the ballot.

(ii) Prior to adopting a resolution incurring debt
aut hori zed by this section, the governing body shall give
public notice of its intent to adopt the resol ution and

shall conduct at |east one public hearing regarding the
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proposed adoption of the resol ution.

Section 1206. Tenporary debt.

(a) Authorization.--Any school district having no
i ndebt edness or whose i ndebtedness, incurred or created w thout
the assent of the electors thereof, is |less than an anount equal
to the standard di sbursenent for that school district made
pursuant to section 1304 for the imredi ately preceding fiscal
year may, at any time, for the purpose of providing funds in any
fiscal year for current expenses and debt service, for pernmanent
i nprovenents, the acquiring of school buses, or in anticipation
of proceeds froma bond issue already officially authorized and,
except in school districts of the first class, approved by the
Department of Community and Econom c Devel opnent, with such
[imtations and for such length of termas provided in this
chapter, by or through its board of school directors, incur, in
addition to any bonds therein authorized, a tenporary debt or
borrow noney, and issue an obligation or obligations therefor,
under the seal of the district, if any, properly executed by the
presi dent and attested by the secretary thereof, and bearing
interest not exceeding the legal rate, but no such obligation
shall be sold for less than par. The incurring of any such
tenporary debt, or borrow ng noney upon such obligation, shal
receive the affirmative vote of not |less than two-thirds of the
menbers of the board of school directors.

(b) Permanent inprovenents.--1n addition, any school
district may, as provided in this section, incur a tenporary
debt or borrow noney for permanent inprovenents, where no bond
i ssue has been previously officially authorized, and refund such
tenporary i ndebtedness by the issue of bonds, in the manner

provi ded by | aw, when the exact anmpunt required for such
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per manent i nprovenent becones known.
Section 1207. Limt on tenporary debt for current expenses and
debt service.

The total anmount of tenporary indebtedness incurred for
current expenses and debt service shall at no tinme exceed an
anount equal to the standard di sbursenent for that school
di strict made pursuant to section 1304 for the imredi ately
preceding fiscal year. Al |oans shall be paid out of the
recei pts avail able, or pledged for repaynent when the funds are
received. The total anmount of the tenporary indebtedness for
such purpose remaining unpaid at the close of the fiscal year
shall becone an obligation on the follow ng year's budget and
shall be included in the follow ng year's budget.

Section 1208. Energency |oans for current expenses and debt
servi ce.

(a) GCeneral rule.--In case of an enmergency, any school
district in any fiscal year, after borrow ng noney in
anticipation of current revenues to the full extent permtted by
| aw and finding the receipts fromthe | oans, together with al
ot her receipts, to be inadequate to neet the expenditures of the
official fiscal year's budget, may appeal to the Education
Operating Fund Board for perm ssion to incur a tenporary debt
for the purpose of providing funds for current expenses and debt
service and shall present to the Educati on Operating Fund Board
the financial statenents or reports as the Education Operating
Fund Board may require to give adequate facts relative to the
necessity of the increase in indebtedness. The Education
Operating Fund Board may, after due exam nation of the need of
the school district, grant or refuse perm ssion to the school

district to borrow additional funds for current expenses and
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debt service beyond the anobunt permitted by law. In case of
approval, the Education Operating Fund Board shall designate the
maxi mum | ength of the termand shall set a maximumlimt of the
total amount of the tenporary indebtedness that the school
district may incur during the fiscal year in addition to al
tenporary i ndebtedness for other purposes outstanding at the
time of the approval.

(b) Limtations.--Al tenporary indebtedness, for the
pur pose of current expenses and debt service by a school
district shall not exceed the standard di sbursenment for that
school district made pursuant to section 1304 for the
i mredi ately preceding fiscal year.
Section 1209. Limt on tenporary debt for permanent

i nprovenents and tax |evy.

The total amount of tenporary indebtedness incurred in any
school district for the purpose of permanent inprovenents and
t he acquiring of school buses, except obligations incurred under
| aw, shall never exceed an anmpunt equal to the standard
di sbursenment for that school district nade pursuant to section
1304 for the imedi ately preceding fiscal year. Except where
such tenporary indebtedness is to be refunded by the issue of
bonds, as authorized, at or before the time of incurring
i ndebt edness for such purpose, provision shall be made for the
collection of an annual tax sufficient to pay the interest and
al so the principal thereof within the term of such indebtedness,
as provided by |aw.
Section 1210. Limt on tenporary debt in anticipation of

proceeds of bond issue.
(a) GCeneral rule.--The total anobunt of tenporary

i ndebt edness incurred in anticipation of proceeds froma bond
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i ssue shall not exceed 75% of the full anmpbunt of bonds
aut hori zed by the bond issue.

(b) Paynent.--All obligations, other than bonds, issued by
any school district in anticipation of proceeds froma bond
i ssue shall be paid in full, together with interest, out of the
proceeds of the bond issue within one year and six nonths from
t he date of authorization of the bond issue.
Section 1211. Borrowing in anticipation of current revenue.

School districts may borrow noney in anticipation of current
revenues to an anount not exceeding the anticipated current
revenues, which anmount shall be pledged for the paynent of the
| oan or | oans, and issue notes or other form of obligation,
executed by the president of the board of school directors and
attested by the secretary of the board under the seal of the
school district securing the | oans. The notes, or other form of
obligation, shall mature and be payable during the current
fiscal year in which the noney is borrowed. No borrow ng shal
constitute an increase of indebtedness within the neaning of
section 8 of Article I X of the Constitution of Pennsylvania, or
any of the provisions of any other |law. The notes shall bear
interest at a rate not exceedi ng 6% per annum payabl e at
maturity or in advance, and may be sold at either public or
private sale for not less than par. If the |oans are not repaid
in whole or in part during the fiscal year in which they are
made, they, or such anmounts as renmin unpaid, shall beconme an
obl i gation upon the follow ng year's budget and shall be
i ncluded and paid not later than the first day of July of such
foll owi ng year, in school districts of the first class, and not
|ater than the first day of Novenber of the follow ng year, in

school districts of the second, third, and fourth class. The
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incurring of the obligations shall receive the affirmative vote
of not less than two-thirds of the menbers of the board of
school directors.
CHAPTER 13
FUNDI NG PROVI SI ONS
Section 1301. Definitions.

The foll ow ng words and phrases when used in this chapter
shall have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Aut hority." The School Financing Authority established
under section 1309.

"Average per pupil expenditure.”™ An anount equal to a school
district's current expenditures for a school year to include
CGeneral Fund expenditures in the functional classifications of
i nstruction, support services and operation of noninstructional
services, as designated in the Manual of Accounting and Rel at ed
Fi nanci al Procedures for Pennsyl vania School Systens, divided by
t he average daily nmenbership of the school district for the same
school year.

"Average per pupil expenditure for each public school student
in the Conmonweal th.” An anobunt equal to the current
expenditures for all school districts for a school year to
i ncl ude General Fund expenditures in the functional
classifications of instruction, support services and operation
of noninstructional services, as designated in the Manual of
Accounting and Rel ated Fi nancial Procedures for Pennsyl vani a
School Systens, divided by the total nunber of public school
students constituting average daily nmenbership for all school
districts in this Coomonweal th for the sane school year

"Board." The Education Operating Fund Board established
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1 under section 1308.

2 "Consuner Price Index" or "CPR " The |esser of:

3 (1) the average annual percentage increase in the

4 Consuner Price Index for Al Urban Consunmers (CPI-U) for the
5 Pennsyl vani a, New Jersey and Maryl and area for the preceding
6 cal endar year, as reported by the United States Departnent of
7 Labor, Bureau of Labor Statistics; or

8 (2) the percentage increase in sales and use tax

9 col | ected under section 702 fromthe previous cal endar year.

10 "Di stressed district prevention and energency di sbursenents.
11 Disbursenents authorized fromthe Education Trust Reserve

12 Account under section 1305(b).

13 "Education Operating Fund" or "EOF." The Education Operating
14 Fund established under section 1302.

15 "Education Trust Reserve Account” or "ETR account." The

16 Education Trust Reserve Account established under section 1305.
17 "Equity disbursenents.” Disbursenents authorized fromthe

18 School Equity Account under section 1306(c).

19 "Nonqual i fied operating expenses."” The total dollar anount

20 of the following fromthe preceding fiscal year

21 (1) any one-time, nonrecurring expense;

22 (2) disbursenents from operating-type reserve

23 accurul ati ons which were a source of funding from Federal,

24 State or |ocal sources;

25 (3) school district-specific prograns initiated and paid
26 for fromschool district sources of nontax funds;

27 (4) school district costs, including, but not limted

28 to, health care benefit costs that are assuned by the

29 Commonweal t h, including the Education Operating Fund, after
30 the effective date of this section;
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(5) direct school property tax adm nistration and
col l ection costs; and

(6) debt service paynents that the school district would
have made for the applicable fiscal year if the Commobnweal th
had not assunmed the school district's debt obligation
pursuant to Chapter 12.

"Qualifying line itens.” The following |ine itens or
substantially identical line itens in any general appropriations
act that authorize paynents or reinbursenents to a schoo
district:

(1) Paynent of basic education funding to school
districts.

(2) Paynments on account of special education of
exceptional children.

(3) Paynments on account of pupil transportation.

(4) Paynents on account of annual rental or sinking fund
charges on school buil dings, including charter schools.

(5) Paynents for early intervention services.

(6) Reinbursenents to school districts for their charter
school paynents.

(7) Special education-approved private schools.

(8) Paynments on account of nonpublic and charter school
pupi | transportation.

(9) Paynent for tuition to school districts providing
education to nonresident orphaned children placed in private
homes by the court and nonresident inmates of children's
institutions.

(10) Gants to school districts to assist in neeting
Federal matching requirenents for grants received under the

Child Nutrition Act of 1966 (Public Law 89-642, 42 U S.C. §
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1 1771 et seq.) and to aid in providing a food program for

2 needy chil dren.

3 (11) Prograns of education and training at youth

4 devel opnent centers and the nonitoring of prograns of

5 education and training provided to incarcerated juveniles.

6 (12) Paynent on account of honmebound instruction.

7 (13) Paynents of annual fixed charges to school

8 districts in lieu of taxes for land acquired by the

9 Commonweal th for water conservation or flood prevention.

10 (14) Education of indigent children at charitable

11 hospi tal s.

12 "School District Equity Account."” The School District Equity
13 Account established under section 1306(a).

14 "School Equity Capital Construction Fund® or "SECCF." The
15 School Equity Capital Construction Fund established under

16 section 1311.

17 "Standard di sbursenents.” Disbursenments made on a quarterly
18 basis fromthe Education Operating Fund as authorized under

19 section 1304.
20 "Student enrollnment adjustnment.” A dollar anmount determn ned
21 fromthe preceding fiscal year based on the net increase or
22 decrease in the total average daily nmenbership of students
23 enrolled in that school district between the opening and the
24 closing of the school termthat occurs within that preceding
25 fiscal year converted to a dollar anmount as determ ned by the
26 Education Operating Fund Board. The transfer of a public school
27 student to a cyber school, charter school, facility for
28 receiving special education or other alternative school shal
29 not be deened to decrease the nunber of students enrolled in a

30 school district for purposes of reducing the standard
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distribution to a school district for any fiscal year in which

t he school district pays at |east $2,000 toward the education of
any such student.

Section 1302. Education Operating Fund.

(a) Establishnent.--The Education Operating Fund is
established in the State Treasury.

(b) Contents. --

(1) The fund shall consist of:

(1) Al noneys collected by the departnent under
section 321, Chapter 7 and section 1307.

(ii) Any other noneys required by this act or other
| aw to be deposited into the fund.

(2) (i) On or before July 1, 2008, each school district
shall transfer a sum of noney equal to its ending
unreserved, undesignated fund bal ance as of July 1, 2007
to the Education Operating Fund.

(ii) As used in this paragraph, "ending unreserved,
undesi gnat ed fund bal ance" neans that portion of the
school district's general fund balance which is
appropriable for expenditure or not |legally or otherw se
segregated for a specific or tentative future use, at the
cl ose of the fiscal year for which a school district's
budget was adopted and held in the general fund accounts
of the school district.

(c) Separate fund.--The fund and all accounts of the fund
shall be separate fromall other funds of the Comonweal th and
shall not be subject to borrowing by or transfer to the General
Fund or any other fund in the State Treasury.

(d) Continuing appropriation.--Al noney placed in the fund

and in the ETR Account and the School District Equity Account

20070H1275B2835 - 181 -



© 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

and the interest they accrue are hereby appropriated to the
board on a continuing basis and may be expended by the board
only for the purposes authorized under this act.

Section 1303. Cash flow funding forecasts.

(a) Scope and purpose. --

(1) This section inposes a duty on school districts to
provi de the board with certain cash flow funding forecasts.

(2) The purpose of the cash flow funding forecasts is to
assi st the board to make distressed district prevention and
ener gency di sbursenents to school districts under section
1306 and to inprove the ability of school districts to
nmonitor and plan their expenditures in a nore fiscally
effective manner.

(b) Annual subm ssion of funding forecasts.--On or before
July 1, 2009, and continuing annually thereafter, each school
district shall submt to the board a prelimnary annual cash
flow funding forecast relating to school district operations
that need to be funded fromthe fund for the follow ng fiscal
year for the cal endar quarters endi ng Septenber 30, Decenber 31,
March 31 and June 30.

(c) Contents.--The cash flow funding forecast shall be
referenced to the fiscal year then ending and nay only include
operating expenditure categories included in the school
district's budget for that fiscal year. The budget contained in
t he forecast:

(1) My not exceed actual operating expenditures for the
2007-2008 fiscal year plus estinmated debt service on all debt
as of Decenber 31, 2006, and, in succeeding years, may not
exceed actual operating expenditures for the prior fiscal

year as nodified by the student enroll nment adjustnent. Any
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1 tax revenue collections for the period July 1, 2007, through
2 June 30, 2010, shall be item zed and deducted in the

3 forecasting funding requirenments. Fund increases shall be

4 factored into these forecasts.

5 (2) My not include expenditures based on the one-tine
6 use of reserves set up in prior years.

7 (3) Shall report all estimated requirenments net of any
8 avai |l abl e school district operating reserves and all other

9 recei pts and sources of tax revenue collections of any kind
10 t hrough the fiscal year beginning July 1, 2011, and each

11 fiscal year thereafter, except as authorized by | ocal

12 referendumafter July 1, 2011.

13 (4) Shall apply all noncapital expenditure reserves

14 agai nst the forecasted net funding requirenents.

15 (5) Shall treat debt service for capital expenditures as
16 separate line itens and excl ude debt service approved by

17 ref erendum

18 (d) Quarterly updates.--On or before July 1, 2008, and

19 continuing quarterly thereafter on the | ast day of each quarter,
20 each school district shall submt to the board a cash flow
21 funding forecast quarterly update relating to school district
22 operations that need to be funded fromthe fund for the current
23 year.
24 Section 1304. Standard disbursenents to school districts from
25 Educati on Operating Fund.
26 (a) Standard draw requests by school districts.--For the
27 fiscal year beginning July 1, 2008, and continuing each fiscal
28 year thereafter, each school district shall submt on a
29 quarterly basis to the board a draw request for a standard

30 disbursenent, which draw request shall be filed no later than 30
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1 days prior to the beginning of the next quarter. The board shal
2 prescribe the formand content of the draw request for a

3 standard di sbursenent.

4 (b) Standard di sbursenent formula.--After receipt and revi ew
5 of the quarterly draw requests submtted by school districts

6 under subsection (a), the board shall make standard

7 disbursenments fromthe fund to each school district, other than
8 a school district of the first class, on or before the |ast day
9 of each quarter as foll ows:

10 (1) For the fiscal year beginning July 1, 2008, the

11 anount of each quarterly standard di sbursenment for each

12 school district, as adjusted by subtracting nonqualified

13 operating expenses, in accordance w th paragraph (6), shal

14 be equal to 25% of the follow ng:

15 (i) a dollar amount which shall be equal to al

16 paynents and rei nbursenents received by the school

17 district for the 2007-2008 fiscal year from qualifying

18 line items in a general appropriations act that

19 aut hori zes paynents and rei nbursenents to the schoo
20 district for that fiscal year as adjusted by the
21 percentage increase in the CPlI for cal endar year 2007 and
22 by the student enroll nment adjustnent;
23 (i1i) the dollar anpbunt equal to the 25% reduction in
24 real property tax revenues resulting fromthe application
25 of section 1102(a)(2) for that fiscal year;
26 (tit) fifty percent of the dollar anount collected
27 from school per capita tax during cal endar year 2008; and
28 (itv) fifty percent of the dollar anmount coll ected
29 fromthe Local Tax Enabling Act during cal endar year
30 2008.
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8
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10
11
12
13
14
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16
17
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23
24
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26
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29
30

(2) For the fiscal year beginning July 1, 2009, the
anount of each quarterly standard di sbursenment to the school
district, as adjusted by subtracting nonqualified operating
expenses, in accordance with paragraph (6), shall be equal to
25% of the follow ng:

(i) a dollar amount equal to the sum cal cul at ed
pursuant to paragraph (1)(i) as adjusted by the
percentage increase in the CPlI for cal endar year 2008 in
accordance with paragraph (6);

(i1i) the dollar anpbunt equal to the 50%reduction in
real property tax revenues resulting fromthe application
of section 1102(a)(3) for that fiscal year as adjusted by
the percentage increase in the CPI for cal endar year 2008
and by the student enroll nent adjustnent;

(ti1) the dollar amount collected fromthe school
per capita tax and the Local Tax Enabling Act during
cal endar year 2008; and

(iv) a dollar anpbunt equal to the equity
di sbursenent received by the school district for the
2008- 2009 fiscal year pursuant to section 1306(c)(2).

(3) For the fiscal year beginning July 1, 2010, the
anount of each quarterly standard di sbursenent to a school
district as adjusted by subtracting nonqualified operating
expenses, in accordance with paragraph (6), shall be equal to
25% of the follow ng:

(i) a dollar amount equal to the sum cal cul at ed
pursuant to paragraph (2)(i) and (iv) as adjusted by the
percentage increase in the CPlI for cal endar year 2009 and
by the student enroll nment adjustnent;

(ii) the dollar anpbunt equal to the 75% reduction in
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1 real property tax revenues resulting fromthe application
2 of section 1102(a)(4) as adjusted by the percentage

3 increase in the CPlI for 2009 and by the student

4 enrol | ment adj ust nent;

5 (ii1) the dollar anmount cal cul ated pursuant to

6 paragraph (2)(iii) as adjusted by the percentage increase
7 in the CPI for 2009; and

8 (iv) a dollar anpbunt equal to the equity

9 di sbursenent received by the school district for the

10 2009- 2010 fiscal year pursuant to section 1306(c)(3).

11 (4) For the fiscal year beginning July 1, 2011, the

12 anount of each quarterly standard di sbursenent to a school

13 district as adjusted by subtracting nonqualified operating

14 expenses, in accordance with paragraph (6), shall be equal to
15 25% of the follow ng:

16 (i) a dollar amount equal to the sum cal cul at ed

17 pursuant to paragraph (3)(i) and (iv) as adjusted by the
18 percentage increase in the CPlI for cal endar year 2010 and
19 by the student enroll nment adjustnent;
20 (ii) a dollar anpbunt equal to | oss of revenues
21 resulting fromthe conplete elimnation of the real
22 property tax as adjusted by the percentage increase in
23 the CPI for 2010;
24 (ii1) the dollar anmount cal cul ated pursuant to
25 paragraph (3)(iii) as adjusted by the percentage increase
26 in the CPI for 2010; and
27 (iv) a dollar anpbunt equal to the equity
28 di sbursenent received by the school district for the
29 2010- 2011 fiscal year pursuant to section 1306(c)(3).
30 (5) For the fiscal year beginning 2012 and for each
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1 fiscal year thereafter, the amount of each quarterly

2 di sbursenent shall be equal to 25% of the standard

3 di sbursenment made in the preceding fiscal year, which shal

4 i nclude the equity disbursenent made pursuant to section

5 1306(c)(3), as adjusted by the percentage increase in the CPI
6 for the preceding cal endar year and the student enroll nent

7 adj ust mrent and by subtracting nonqualified operating expenses
8 i n accordance wi th paragraph (6).

9 (6) Any subtraction fromthe standard di sbursenent for
10 nonqual i fi ed operati ng expenses shall only nodify the

11 standard di sbursenent for the applicable fiscal year and such
12 subtractions shall not be factored into the standard

13 di sbursenents for any subsequent fiscal year.

14 (c) Standard disbursenment forrmula for school districts of

15 the first class.--After receipt and review of the quarterly draw
16 requests submtted by school districts under subsection (a), the
17 board shall nake standard di sbursenments fromthe fund to each

18 school district of the first class on or before the |ast day of
19 each quarter as follows:
20 (1) For the fiscal year beginning July 1, 2008, the
21 anount of each quarterly standard di sbursenment for each
22 school district of the first class, as adjusted by
23 subtracting nonqualified operati ng expenses, in accordance
24 wi th paragraph (7), shall be equal to 25% of the follow ng:
25 (1) a sumwhich shall be equal to all paynents and
26 rei mbursenents received by the school district for the
27 2007-2008 fiscal year fromqualifying line itens in a
28 general appropriations act that authorizes paynents and
29 rei nbursenents to the school district for the fiscal year
30 as adjusted by the percentage increase in the CPl for
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30

cal endar year 2007 and by the student enroll nment

adj ust nrent; and

(i1i) the dollar anpbunt equal to the 25% reduction in
real property tax and other tax revenues resulting from
the application of section 1102(b)(2) for that fiscal
year.

(2) For the fiscal year beginning July 1, 2009, the
anount of each quarterly standard di sbursenent to a school
district of the first class, as adjusted by subtracting
nonqual i fi ed operati ng expenses, in accordance w th paragraph
(7), shall be equal to 25% of the follow ng:

(i) a dollar amount equal to the sum cal cul at ed
pursuant to paragraph (1)(i) as adjusted by the
percentage increase in the CPlI for cal endar year 2008 and
by the student enroll nment adjustnent;

(ii) the dollar anpbunt equal to the 50%reduction in
real property tax and other tax revenues resulting from
the application of section 1102(b)(3) for that fiscal
year as adjusted by the percentage increase in the CPI
for 2008; and

(ti1) a dollar amount equal to the equity
di sbursenent received by the school district for the
2008- 2009 fiscal year pursuant to section 1306(c)(2).

(3) For the fiscal year beginning July 1, 2010, the
anount of each quarterly standard di sbursenent to a school
district of the first class as adjusted by subtracting
nonqual i fi ed operati ng expenses, in accordance w th paragraph
(7), shall be equal to 25% of the follow ng:

(i) a dollar amount equal to the sum cal cul at ed

pursuant to paragraph (2)(i) and (iii) as adjusted by the
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1 percentage increase in the CPlI for cal endar year 2009 and
2 by the student enroll ment adjustnent;

3 (ii) the dollar anpbunt equal to the 75% reduction in
4 real property tax and other tax revenue resulting from

5 the application of section 1102(b)(4) as adjusted by the
6 percentage increase in the CPlI for 2009; and

7 (ti1) a dollar anmount equal to the equity

8 di sbursenent received by the school district for the

9 2009- 2010 fiscal year pursuant to section 1306(c)(3).

10 (4) For the fiscal year beginning July 1, 2011, the

11 anount of each quarterly standard di sbursenent to a school

12 district of the first class, as adjusted by subtracting

13 nonqual i fi ed operati ng expenses, in accordance w th paragraph
14 (7), shall be equal to 25% of the follow ng:

15 (i) a dollar amount equal to the sum cal cul at ed

16 pursuant to paragraph (3)(i) and (iii) as adjusted by the
17 percentage increase in the CPlI for cal endar year 2010 and
18 by the student enroll nment adjustnent;

19 (i1i) a dollar anpbunt equal to |oss of real property
20 and ot her tax revenues resulting fromthe conplete
21 i npl enentation of section 1102(b) as adjusted by the
22 percentage increase in the CPlI for 2010; and
23 (ti1) a dollar amount equal to the equity
24 di sbursenent received by the school district for the
25 2010- 2011 fiscal year pursuant to section 1306(c)(3).
26 (5) For the fiscal year beginning 2012 and for each
27 fiscal year thereafter, the amount of each quarterly
28 di sbursenent to each school district of the first class shal
29 be equal to 25% of the standard di sbursenent nmade in the
30 i mredi ately preceding fiscal year, which shall include the
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30

equity di sbursenment made pursuant to section 1306(c)(3), as

adj usted by the percentage increase in the CPlI for the

precedi ng cal endar year and the student enroll nment adj ustnent
and by subtracting nonqualified operating expenses in

accordance with paragraph (7).

(6) Any financial assistance provided by a city of the
first class to a school district of the first class for the
fiscal year beginning on July 1, 2008, and each succeedi ng
fiscal year, shall be deened a nonqualified operating expense
for purposes of this section.

(7) Any subtraction fromthe standard di sbursenent for
nonqual i fi ed operati ng expenses shall only nodify the
standard di sbursenent for the applicable fiscal year and such
subtractions shall not be factored into the standard
di sbursenent for any subsequent fiscal year.

(d) Mandatory duty to pay.--The standard di sbursenents under
this section shall be paid fromthe EOF regardl ess of whether
t he m ni num bal ance has been attained in the ETR Account as set
forth under this chapter.

(e) Construction.--Distressed school district and emergency
di sbursenents and Federal funds appropriated by the Commonweal t h
shall not be incorporated into the standard di sbursenents
authorized by this section and shall not be deened to be
nonqual i fi ed expenses.

(f) Limtation on funding reduction for decline in student
enrol l ment.--Notwi t hstanding anything in this act to the
contrary, a reduction in the standard di sbursenment for a decline
in student enrollnment shall only be nade to the extent that a
decline in student enroll nent reduces the student enroll nent by

nmore than 10% fromthe student enrollment in that schoo
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1 district at the beginning of the 2008-2009 fiscal year.

2 Section 1305. Education Trust Reserve Account and di stressed

3 di strict prevention and energency di sbursenents.
4 (a) Establishnent of Education Trust Reserve Account.--The
5 Education Trust Reserve Account is hereby established as a

6 restricted account within the fund. The account shall be

7 admnistered by the board in accordance with this section.

8 (b) Distressed district prevention and emergency

9 disbursenents. --

10 (1) (i) As a precondition for making any distressed

11 di strict prevention and energency di sbursenents during
12 t he 2008-2009 fiscal year, the ETR Account nust have a
13 bal ance, on June 30, 2008, which is not |ess than 15% of
14 t he amount specified under section 1304(b)(1)(i) and

15 (c)(1) (i) for all school districts for the 2007-2008

16 fiscal year, as adjusted by the change in the consuner
17 price index and as adjusted by the collective student

18 enrol | ment adjustnments and the nonqualified operating

19 expenses determined for all the school districts.
20 (i1i) As a precondition for making such disbursenents
21 during the 2009-2010 fiscal year and each succeedi ng
22 fiscal year, the ETR Account must have a bal ance on June
23 30 i Mmedi ately preceding the disbursenent fiscal year
24 which is not |ess than 15% of the revenues all ocated by
25 |aw for all school districts for the fiscal year
26 precedi ng the di sbursenent fiscal year, as adjusted by
27 the change in the consuner price index and as adjusted by
28 t he student enrollnment adjustnments and the nonqualified
29 operating expenses determ ned for all school districts
30 for the i Mmedi ately preceding 12-nonth peri od.
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1 (iti1) The determ nation of the anmpunt specified

2 under section 1304(b)(1)(i) and (c)(1)(i) revenues

3 all ocated for all school districts for purposes of this
4 par agr aph shall be cal cul ated by aggregating the sum

5 determ ned for each school district pursuant to section
6 1304(b) (1) (i) and (c)(1)(i).

7 (2) (i) After disbursenents are made pursuant to

8 sections 1304 and 1307 and after any necessary noneys are
9 expended to maintain the nmandatory m ni mum 15% ETR

10 Account bal ance as provided in paragraph (1),

11 di sbursenents aut horized by this subsection shall be nmade
12 as provided in this paragraph.

13 (i) An amount equal to not nore than 1 1/4% of the
14 remai ni ng noneys in the EOF and the School District

15 Equity Account or up to $125, 000, 000, whichever is

16 greater, may be disbursed by the board each quarter

17 during the 2008-2009, 2009-2010 and 2010-2011 fi scal

18 years for distressed district prevention and energency
19 di sbursenents.
20 (ti1) An anpunt which shall not exceed .75% of the
21 remai ni ng noneys in the EOF and the School District
22 Equity Account nay be di sbursed by the board for each
23 quarter during the 2011-2012 fiscal year and each
24 succeedi ng fiscal year for each quarter for the sole
25 pur pose of assisting school districts that are facing
26 maj or and unanti ci pated fiscal energencies.
27 (c) Scope of distressed district prevention and energency

28 disbursenents.--Distressed district prevention and energency
29 disbursenents nmay only be expended for the purpose of preventing
30 school districts that are experiencing severe financi al
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difficulties from begi nning distressed school districts pursuant
to Article VI of the Public School Code of 1949 and for the

pur pose of assisting school districts that are facing maj or and
unanti ci pated fiscal emnergencies.

(d) Transfers to Education Trust Reserve Account.--Except
for the noneys necessary to nake the disbursenents required by
sections 1304 and 1307, the board shall imrediately transfer al
noneys deposited in the EOF and the School District Equity
Account, between the effective date of this section and June 30,
2008, into the ETR Account until the ETR Account attains a
bal ance of $3, 000, 000, 000 and after June 30, 2008, the board
shall continue to transfer sufficient noneys fromthe ECF and
the School District Equity Account into the ETR Account to
assure the account achieves and maintai ns a bal ance of
$3, 000, 000, 000 or the mandatory m ni mum 15% bal ance mandat ed
under subsection (b), whichever is greater. The bal ance in the
ETR Account shall not exceed 25% of the revenues allocated in
accordance with subsection (b)(1).

(e) Applicability.--This section shall not apply to noneys
recei ved by the board pursuant to section 1306(b).

(f) Definition.--As used in this section, the term
"normal i zed cal cul ated bal ance"” shall have the neaning given to
it by the board.

Section 1306. Equity disbursenments to school districts from
School District Equity Account.

(a) Establishnment of School District Equity Account.--The
School District Equity Account is hereby established as a
restricted account within the fund. The account shall be
adm ni stered by the board in accordance with this section.

(b) Funding.--The account shall be funded by quarterly
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transfers of all noneys deposited into the Property Tax Reli ef
Fund established under 4 Pa.C.S. § 1409 (relating to property
tax relief fund) which quarterly transfers are hereby
aut hori zed.

(c) Equity disbursenents.--

(1) In addition to any standard di sbursenment or
di stressed district prevention and energency di sbursenent
made by the board under this chapter, the board, for the

2008- 2009 fiscal year and for each fiscal year thereafter,

shall make equity disbursenents to qualified school districts

on a quarterly basis in accordance with this section and
section 1304.

(2) The board shall distribute 100% of the noneys
transferred into the School District Equity Account pursuant
to subsection (b) during the 2008-2009 fiscal year in equal
quarterly amounts, to all school districts as equity
di sbursenents for the 2008-2009 fiscal year in accordance
with the formula prescribed in subsection (e). Al equity
di sbursenents distributed pursuant to this paragraph shal
i ncorporated into each school district's standard
di sbursenent for the 2009-2010 fiscal year.

(3) The board shall distribute 50% of the noneys
transferred into the School District Equity Account pursuant
to subsection (b) in each succeeding fiscal year in equal
gquarterly amounts to all school districts for the applicable
fiscal year in accordance with the formula prescribed in
subsection (e). Fifty percent of all equity disbursenents
di stributed pursuant to this paragraph shall be incorporated
into each school district's standard di sbursenment in the

fiscal year immediately followng the fiscal year for which
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the school district receives such equity disbursenent
pursuant to this paragraph. The remai ning 50% of the noneys
that are not distributed in accordance with this paragraph
shall be utilized in accordance with subsection (f).
(4) (i) Before any equity disbursenments nay be made for
any quarter pursuant to this section, the noneys in the
School District Equity Account shall first be expended to
make the standard di sbursenments to the extent that there
are insufficient funds in the EOF to pay such standard
di sbursenents and then to assure that the mandatory 15%
m ni mum bal ance requi red under section 1305(b) is
mai nt ai ned.
(ii) Al noneys remaining in he account shall be
di sbursed to qualified school districts as equity
di sbursenents and di stressed district prevention and
enmergency di sbursenents to the extent permtted under
this section and section 1305.
(d) Mandated per pupil expenditure |evied through equity
di sbursenents. --The board shall continue maki ng equity
di sbursenments pursuant to subsection (c)(2) and (3) until the
average per pupil expenditure for each public school student in
t his Cormmonweal t h equal s $10, 000 or such hi gher average per
pupi | expenditure for each public school student in this
Commonweal th as nay be established pursuant to a subsequently
enacted | aw that prescribes a higher average per pupi
expenditure for each public school student in this Commonweal t h.
(e) Distribution formula.--The board shall make the equity
di sbursenents provided for under subsection (d) in the follow ng
manner :

(1) The board shall first distribute equity
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di sbursenents in a manner that assures that the average per
pupi | expenditure for each school district equals the average
per pupil expenditure for each public school student in this
Commonweal th for the preceding fiscal year.

(2) Any renmaining funds avail able for distribution as
equity disbursenments in the applicable fiscal year shall be
distributed in a manner that increases the average per pupi
expenditure for each school district by the same percentage
until the per pupil expenditure prescribed in subsection (d)
is attained in each school district with an average per pupi
expendi ture bel ow t he average per pupil expenditure
prescribed in subsection (d).

(f) Remaining funds.--Fifty-percent of the noneys provided
for in subsection (b) that are not expended in accordance with
subsection (c)(2) and (3) shall be utilized in the follow ng
order of priority:

(1) For standard di sbursenments in accordance wth
section 1304, to the extent there are insufficient available
funds in the EOF to make a full standard di sbursenent in any
fiscal year.

(2) For transfers to the ETR Account, insofar as such
transfer may be necessary to maintain the reserves in that
account required under this chapter.

Section 1307. Oher disbursenments from Educati on Operating
Fund.

(a) Retirenment and pension paynents.--For the fiscal year
begi nning July 1, 2008, and for each fiscal year thereafter, the
anount of each quarterly disbursenment to school districts shal
occur only after the State Treasurer has made paynent fromthe

ECF on requisition fromthe board of the annual anmount due for
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paynent of the Commonweal th's share of Federal Social Security
taxes for public school enployees and for paynent of the
required retirement contribution for public school enployees.

(b) Debt paynents.--For the fiscal year beginning July 1,
2008, and for each fiscal year thereafter, the anmount of each
quarterly paynment to school districts shall occur only after the
State Treasurer has made paynent fromthe EOF on requisition
fromthe board of the annual anobunt due for school district debt
assunmed by the Comonweal th pursuant to | aw.

Section 1307.1. School District Grant and Incentive Prograns
Fund.

(a) Establishnent.--The School District Grant and Incentive
Prograns Fund is established in the State Treasury and shall be
adm ni stered by the board.

(b) Transfers.--

(1) For each quarter that the board approves paynents
under sections 1304 and 1307, the board shall determ ne the
bal ance in the EOF after maki ng such paynents and shal
transfer the anount of the balance to the School District
Grant and Incentive Progranms Fund.

(2) This subsection shall not apply to any noneys
recei ved by the board pursuant to section 1306(b).

(c) Appropriations.--The General Assenbly may appropriate
nmoney fromthe School District Gant and I ncentive Paynment
Prograns Fund to the Departnment of Education for the
adm ni stration of prograns that offer grants or incentives to
school districts in order to achi eve academ c and ot her
education-rel ated goal s and standards.

(d) Proportionate reductions in disbursenents.--In the event

that noneys in the School District Gant and I ncentive Paynent
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Prograns Fund are insufficient to fund the appropriations from
this fund, the Departnent of Education shall reduce

di sbursenments fromthis fund each appropriation by the sane
per cent age.

Section 1307.2. Oher appropriations.

Not hing in this act shall preclude the General Assenbly from
maki ng appropriations out of the General Fund and ot her
Commonweal th funds for the nmaintenance and support of public
educati on.

Section 1308. Education Operating Fund Board.

(a) Establishnent.--The Education Operating Fund Board is
her eby established. The board shall consist of the follow ng
menbers:

(1) The Secretary of Education, while serving in this
capacity.

(2) The Secretary of Revenue, while serving in this
capacity.

(3) The executive director of the School Financing

Aut hority, while serving in this capacity.

(4) Four legislative appointees.

(i) Appointnents are as foll ows:

(A) One individual appointed by the President
pro tenpore of the Senate.

(B) One individual appointed by the Mnority
Leader of the Senate.

(C© One individual appointed by the Speaker of
t he House of Representatives.

(D) One individual appointed by the Mnority
Leader of the House of Representatives.

(1i) A legislative appointee shall be renoved from
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1 of fice by the appointing authority:

2 (A) for msconduct in office, willful neglect of
3 duty or conduct evidencing unfitness for office or

4 i nconpet ence; or

5 (B) upon conviction of an offense graded as a

6 felony, an infanobus crine or an equival ent offense

7 under Federal |law or the |aw of another jurisdiction.
8 (ti1) An individual appointed to the board pursuant
9 to subparagraph (i) may not be a nmenber of the Genera

10 Assenbly or staff of a nmenber of the General Assenbly.
11 (b) Chairperson to be selected.--The nenbers shall select a
12 nenber of the board to serve as chairperson and shall sel ect

13 fromanong thensel ves such officers as they shall determ ne.

14 (c) Meetings.--The board shall neet at |east six tinmes a

15 year at such times and places as it shall determ ne. Speci al

16 neetings nay be called by the chairman or at the request of a
17 mgjority of the nenbers of the board.

18 (d) Quorum--Five nenbers of the board shall constitute a
19 quorum
20 (e) Reinbursenent of expenses.--The nenbers of the board
21 shall be entitled to no conpensation for their services as
22 nmenbers of the board but shall be entitled to reinbursenent for
23 all necessary and reasonabl e expenses incurred in connection
24 with the performance of their duties as nenbers of the board.
25 (f) Fiduciary status.--The nmenbers of the board and the
26 professional personnel of the board shall stand in a fiduciary
27 relationship with the Commonweal th and the authority as to the
28 noneys in the accounts of the authority and investnents of the
29 authority.
30 (g) Standard of care.--The nenbers of the board in
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performance of their duties under this section shall exercise
the standard of care required by 20 Pa.C.S. Ch. 73 (relating to
muni ci palities investnents).

(h) Appointnents. --Appointing authorities shall appoint
initial menbers to the board within 30 days of the effective
date of this section. Wenever a vacancy occurs on the board,

t he appointing authority shall appoint a successor nmenber wthin
30 days of the vacancy.

(i) Powers.--The board shall

(1) approve standard di sbursenents fromthe fund,

di stressed district prevention and energency distributions

and equity distributions;

(2) have perpetual existence as a corporation;

(3) sue and be sued, inplead and be inpl eaded, conplain
and defend, in all courts;

(4) adopt, use and alter at will a corporate seal;

(5) nmake bylaws for the managenent and regulation of its
affairs;

(6) appoint officers, agents, enployees and servants,
prescribe their duties and fix their conpensati on;

(7) nmake contracts of every nane and nature, and execute
all instrunents necessary or convenient for the carrying-on
of its business, including, but not limted to, the
Conmmonweal th school districts;

(8) wthout Iimtation of the foregoing, borrow noney
and accept grants fromand enter into contracts, |eases or
ot her transaction with any Federal agency, for carrying out
t he purposes of the board; and

(9) do all acts and things necessary or convenient to

carry out the powers granted to it by this act or any other
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acts.
Section 1309. School Financing Authority.

(a) Establishnent.--The School Financing Authority is hereby
establ i shed.

(b) Menbership.--The authority shall consist of the
fol |l ow ng nenbers:

(1) The Secretary of Education, while serving in this
capacity.

(2) The State Treasurer, while serving in this capacity.

(3) The executive director of the Education Operating
Fund Board, while serving in this capacity.

(4) Four persons, one of whom shall be appointed by the
President pro tenpore, one appointed by the Mnority Leader
of the Senate, one appointed by the Speaker of the House of
Representati ves. None of these appoi ntees may be a nenber of
the General Assenbly or a staff nenber of the Ceneral
Assenbly. A legislative appointee shall be renoved from
of fice by the appointing authority:

(1) for msconduct in office, willful neglect of
duty or conduct evidencing unfitness for office or

i nconpet ence; or

(1i) upon conviction of an offense graded as a
felony, an infanous crine, an offense under this act or
an equi val ent of fense under Federal |aw or the | aw of
anot her jurisdiction.

(c) Powers and duties.--

(1) The authority shall manage and adm nister all public
school district debt, including, but not limted to,
consol idating, securitizing, financing, refinancing or

recalling debt for public school facilities for use as a part
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of the public school system of the Comonweal th. The
authority shall be responsible for the managenent and
adm ni stration of all school district debt and such other
rel ated debt as may be assuned by the Conmonweal t h.

(2) Subject to the provisions in paragraph (3), the
authority is hereby granted and shall have and nay exercise
all the powers necessary or convenient for the carrying out
of the purposes identified in paragraph (1), including, but
not limted to, the follow ng:

(1) To have perpetual existence as a corporation.

(i1i) To sue and be sued, inplead and be inpl eaded,
conplain and defend in all courts.

(ii1) To adopt, use and alter at will a corporate
seal .

(iv) To acquire, purchase, hold, |ease as |essee and
use any property real, personal or m xed, tangible or
i ntangi ble, or any interest therein, necessary or
desirable, for carrying out the purposes of the authority
and to sell, lease as |lessor, transfer and di spose of any
property or any interest therein at any tinme acquired by
it.

(v) To finance projects by making | oans to any
eligible school district, which | oans nay be evi denced by
and secured as may be provided in | oan agreenents, which
may contain such provisions as the authority shal
determ ne necessary or desirable for the security or
protection of the authority or its bondholders. Al such
provi sions shall be a part of the contract with the
hol ders of the bonds of the authority issued with respect

to such project.
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(vi) To acquire by purchase, |ease or otherw se, for
carrying out the purposes of the authority.

(vii) To make byl aws for the managenent and
regul ations of its affairs.

(viii) To nmake contracts of every name and nature
and to execute all instrunents necessary or convenient
for the carrying on of its business, including, but not
[imted to, school districts.

(ix) To enter into contracts with the board of
school directors of any school district, for the purpose
of acquiring, financing, refinancing, constructing,

i mprovi ng, furnishing and equi ppi ng school district
facilities as a part of the public school systemof this
Commonweal t h under the provisions approved by a
referendum vote by the district electorate on either the
new y proposed debt or specific terns and anmounts of debt
previ ously approved by the authority.

(x) Wthout Iimtation of the other provisions of
this subsection, to borrow noney and accept grants from
and to enter into contracts, |eases or other transaction
wi th any Federal agency, for carrying out the purposes of
the authority.

(xi) To petition the Commonwealth to obtain
addi tional public funding for debt service for school
districts unable to raise sufficient funds for essenti al
proj ect debt service.

(xii) To underwite all long-termcapital debt for
all public school districts after June 30, 2008.

(xiii) To take all actions necessary and proper to

ensure that the paynents nade by the Educati on Operati ng
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Fund for school district debt are nmade at the | owest
possi bl e cost of capital funds providing the best return
for fund expenditures.

(xiv) To pledge, hypothecate or otherw se encunber,
all or any of the revenues or receipts of the authority
as security for all, or any of, the obligations of the
authority.

(xv) To do all acts and things necessary or
convenient to carry out the powers granted to it by this
section, this act or any other act.

(d) Prohibition.--

(1) The authority shall have no power, at any tine or in
any manner, to pledge the credit or taxing power of the
Commonweal th or any of its school districts, nor shall any of
its obligations or debts be deened to be obligations of the
Commonweal th or any of its school districts, nor shall the
Commonweal th or any of its school districts be liable for the
paynent of principal or interest on such obligations.

(2) Al school district debt service paynents made by
the fund for consolidating, securitizing, financing,
refinancing or recalling school district debt shall be
obligations of the fund or the school districts and not of
the authority.

(3) Al contracts between the authority and school
districts shall be conditioned upon voter approval, in
accordance with standards and regul ati ons prescri bed by the
departnment. The Departnent of Education shall review and
approve each school district project referendumincluding al
ternms, conditions and anount of debt to be voted upon prior

to such referendumto determ ne:
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(i) The extent to which they conformto general
State and county requirenents.

(ii) The anpunt of debt.

(ii1) The adequacy of the proposed project.

(iv) The ability of the local school district or
districts to anortize the cost of the project and to
defray the cost of operation and mai ntenance.

(4) No contract may be executed between the authority
and school districts without the specific witten approval of

t he board.

Secti on 1310. Reducti on of sales and use tax for educati on.

(a) GCeneral rule.--The tax reduction provided for in this

section shall not occur until school equity disbursenents for

al |

public school students in this Commonwealth attain the |evel

prescribed in section 1306(d) and until the criteria set forth

in

subsections (b) and (c), whichever subsection is applicable,

are net.

(b) Initial reduction.--

(1) Wen the board determ nes that the ECF, the ETR
Account and the School District Equity Account have
mai nt ai ned a normalized cal cul ated bal ance that collectively
exceeds the annual standard di sbursenent to all school
districts for the imredi ately preceding fiscal year by at
| east 40% for a period of eight consecutive quarters, the
board, in consultation with the Departnent of Revenue, shal
publish this determination as a notice in the Pennsylvani a
Bul l etin. The notice shall specify:

(i) the amount of noney in the EOF and ot her
accounts in excess of 40% of the standard di sbursenent to

all school districts on the last day of the fiscal year
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i mredi ately preceding this determ nation; and
(i1i) the percentage by which the normalized
cal cul at ed bal ance exceeds such standardi zed di sbursenent
for the fiscal year preceding the board s determn nation.
(2) Beginning with the first quarter occurring 30 days
after such publication, the Departnent of Revenue shal
reduce the rate of the tax inposed under Subchapter B of
Chapter 7 by the amobunt in excess of 40% of the standard
di sbursenment as published in the Pennsylvania Bulletin
pursuant to this subsection.
(c) Subsequent tax reduction.--
(1) Wenever the ECF, the ETR Account and the School
District Equity Account attain a normalized cal cul at ed
bal ance that collectively exceeds the standard di sbursenent
to school districts in the inmmediately preceding fiscal year
by a percentage that exceeds the percentage |ast published
pursuant to subsection (b) or this subsection for a period of
ei ght consecutive quarters, the board, in consultation with
t he Departnent of Revenue, shall publish this determnation
as a notice in the Pennsylvania Bulletin. The notice shal
speci fy:
(i) the collective amunt of noney in the EOF and
ot her accounts in excess of the standard di sbursenment to
all school districts on the last day of the fiscal year
i mredi ately preceding this determ nation; and
(ii) the percentage published in connection with the
| ast tax reduction effectuated under this section.
(2) Follow ng such publication, the Departnment of
Revenue shall further reduce the rate of such tax by the

anount that equals the difference between the anount of noney
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in the ECF and its accounts on the |ast day of the fiscal

year published in accordance with this subsection and the

anount published in connection with the i mredi ately preceding
tax reduction effectuated pursuant to this section.

(d) Restriction on tax increases.--Once the tax rate for a
tax inmposed under Subchapter B of Chapter 7 is reduced pursuant
to this subsection, that rate of tax may only be increased by a
| aw enacted by the General Assenbly.

(e) Increments.--Any tax reduction inplenmented in accordance
with this section shall be made in increments of not |ess than
. 10%

(f) Definition.--As used in this section, the term
"normal i zed cal cul ated bal ance" shall nean the rolling 12-nonth
average of the collective balance in the EOF, the ETR Account
and the School District Equity Account, as determ ned each
quarter by the board for the eight quarters inmediately
precedi ng each quarter.

Section 1311. School Equity Capital Construction Fund.

(a) Establishnent.--The School Equity Capital Construction
Fund is established in the State Treasury.

(b) Contents. --

(1) The School Equity Capital Construction Fund shal
consi st of:

(i) Al noneys received pursuant to subsection (f).

(i1i) Al paynments received fromschool districts in
connection with any financing provided to such school
districts by the authority.

(tit) Al other noneys received pursuant to this act
or any other law or from any other source.

(c) Separate fund.--The SECCF shall be separate from al
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ot her funds of the Commonweal th and shall not be subject to
borrowi ng by or transfer to the General Fund or any other fund
in the State Treasury.

(d) Continuing appropriations.--Al noneys placed in the
SECCF and the interest it accrues are hereby appropriated to the
authority on a continuing basis and nay be utilized by the
authority only for the purposes authorized under this act.

(e) Loans to school district.--The authority may utilize
noneys in the SECCF to make | oans, including interest-free
| oans, to school districts for projects authorized under section
1204.

(f) Distribution of funds to SECCF. - -

(1) Except as otherw se provided in subsection (g), the
board, in each fiscal year, may transfer fromthe Education
Qperating Fund to the SECCF a sumthat shall not be | ess than
25% nor nore than 100% of the increnmental savings resulting
fromthe Comonweal th assunption of debt pursuant to section
1203 as applied to the applicable fiscal year.

(2) As used in this section, the term"increnental
savi ngs" mnmeans the difference between the Commonweal th's debt
assunption paynents in the first full fiscal year in which
such paynents are nmade and the Comonweal th debt assunption
paynents schedul ed for the applicable fiscal year for which
the board nakes a transfer of funds to the SECCF pursuant to
t hi s subsection.

(g) Cap on transfers to SECCF.--No paynents shall be nmade to
t he SECCF pursuant to subsection (f) to the extent that such
paynents will cause the total anount of noney in the SECCF to
exceed $10, 000, 000, 000.

(h) Use of SECCF for equity renediation.--The authority may
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only utilize noneys transferred to the SECCF pursuant to this
section to assist school districts that require equity
remedi ati on assistance as determ ned by the authority for the
construction of projects authorized under this section and
section 1204 and which are approved by voter referendum pursuant
to section 1205.

(i) Limtation.--No funds shall be transferred fromthe
Educati on Operating Fund to the SECCF for any fiscal year to the
extent that it is necessary to utilize such funds for the
pur pose of making standard di sbursenments pursuant to section
1304 and for naking paynments required under section 1307.
Section 1312. School Equity Distribution Task Force.

(a) Establishnent.--A School Equity Distribution Task Force
shall be constituted every ten years beginning in 2017 for the
pur pose of conducting a conprehensive study on the adequacy and
equity of existing funding for public education in this
Commonweal th or sel ecting and supervising the conduct of such a
study by a qualified person or entity. The task force shal
prepare a report, together with recomrendations for the Ceneral
Assenbly. Each report shall be conpleted by Novenber 30 of the
i mredi ately foll ow ng cal endar year and shall be a public
record.

(b) Conposition of task force and sel ecti on of chairman. --
The task force shall consist of five nenbers. The Governor, the
President pro tenpore of the Senate, the Speaker of the House of
Representatives and the Mnority Leader of the Senate and the
Mnority Leader of the House of Representatives shall each
appoi nt one nenber to the task force. The task force shal
select a chairman fromits mnenbership.

(c) Termof task force.--The task force shall hold its
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1 organizing neeting on the date schedul ed by the Governor in

2 April of the applicable year and shall conplete its report by
3 Novenber 30 of the inmmediately follow ng cal endar year.

4 (d) Notice.--The Governor shall notify the President pro

5 tenpore of the Senate, the Speaker of the House of

6 Representatives, the Mnority Leader of the Senate and the

7 Mnority Leader of the House of Representatives of the

8 organizing neeting for the task force on the date specified in
9 subsection (c) of the applicable year and advi se the | eaders of
10 the need to make their respective appointnments before that date.
11 CHAPTER 15

12 SCHOOL DI STRI CT FI SCAL EFFI Cl ENCY TOCOLS

13 Section 1501. Purpose of chapter.

14 The purpose of this chapter is to provide school districts
15 wth the tools necessary to achieve maxi numfiscal effectiveness
16 in the performance of their powers and duties and to provide a
17 thorough and efficient systemof public education at the | owest
18 possible cost to the citizens of this Conmonweal t h.

19 Section 1502. Data-driven decision-nmaking technol ogy
20 requirenents.
21 (a) GCeneral rule.--No later than July 1, 2010, each schoo
22 district shall enter into a contract with a data-driven
23 decision-making total systenms vendor and submit a copy of the
24 contract to the Departnent of Educati on.
25 (b) Required elenents.--The contract shall include, but not
26 be limted to, the follow ng el enents as conponents of data-
27 driven decision nmaking:
28 (1) The use of large, integrated databases that connect
29 rel evant information fromother sources into a single
30 accessible format. The databases shall allow the school
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district, internmediate unit and the Departnent of Education
to ook at data fromnultiple operational systens across
mul ti pl e di mensions, including tine. The system contracted
shall have the advantage of inporting and anal yzing data from
a variety of other systens that cannot otherw se communi cate
wi th each ot her

(2) Assessnent and di agnostic tools that determ ne
students' nastery |levels of standards, powerful assessnent
sol utions, which provide instant feedback for diagnostic use
by teachers, and robust data warehousi ng and anal ysi s
sol uti ons which provide historical and | ongitudi nal
capabilities for using and nanagi ng data effectively for
student performance i nprovenent.

(3) Curriculum mnagenent systens to integrate each
teacher's curricul um planning, |esson plans and grade
reporting into a standards-based system

(4) Instruction and practice systens to align curricul um
and instructional resources to State and | ocal standards.

(5) Student information systens primarily concerned with
i ssues of day-to-day student adm nistration.

(6) Data analysis and reporting systens to allow
anal ysi s and student perfornmance over tinme and across
variables like district, school, programor classroom The
systens shall include nmessagi ng and col | aborati on technol ogy.

(7) Definitive goals toward increasing the val ue and
return of data-driven decision-naking technol ogy investnent,
proj ect managenent integrated with State educati on goals and
time lines, requirenents specification definitions, the
formati on of both an inplenentation team and an eval uati on

commttee and planned verification neetings as a result of
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contract inplenentation.

(8) Quality instruction integrated with formative
assessnment and supported by data-driven action research that
i nforns professional practice and instructional
effecti veness.

Section 1503. Certified operations reports.

(a) Duty of school districts to file.--During the fiscal
year beginning July 1, 2009, and each fiscal year thereafter,
each school district shall submt certified operations reports
to the Departnment of Education. The report shall consist of
i ndependent third-party certification that contracts have been
or are being conpleted in school district operations.

(b) Contents.--The certification reports shall state
whet her:

(1) The data-driven decision-making systens installed
will provide a robust data architecture that are optim zed
based on prescribed district data requirenents.

(2) The systens installed will provide a powerful and
easy to use "user reporting and anal ysis" interface.

(3) The systens installed and inplenented will
facilitate the school district's ability to inprove student
achi evenent and organi zational efficiency econony; inpact the
qual ity of education; are designed with students in m nd; and
di scrimnate as to what changes or decisions can be made to
have the best outcomes for students.

(4) Conpliance with State district integration
objectives is being satisfied to the extent that the district
superi ntendent has a basis for expecting to report the
evidence required in the July 1, 2011, report.

Section 1504. Superintendent report.
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(a) Duty of superintendents to file.--During the fiscal year
begi nning July 1, 2010, and each fiscal year thereafter, each
superintendent shall submit to the Departnent of Education a
conprehensive report for the district, indicating that the
i nt ended pur poses and goal s, performance and accountability
technol ogy are being realized in practice, whether data-driven
decisions are affecting the district allocations of its budget
and funding requests fromthe Educati on Operating Fund.

(b) Contents.--The superintendent's report shall include,
but not be limted to, an adm nistrative and technol ogy
assessment of the district's schools' ability to:

(1) GCenerate reports on standards, curricul um
i nstructional approaches and progress based on the anal ysis
of student and teacher popul ati on subgroups which lead to
i nproved instruction approaches.

(2) Create a variety of additional reports as needed to
anal yze informati on deened critical to students, teachers and
school adm nistration that nmeasure academ c progress and neet
the requirenments of the Departnent of Education.

(3) Provide essential accountability results for
di strict schools and neet prescribed accountability reports
for the district as determ ned by the Departnent of
Educat i on.

(4) Evaluate technology progress to drive better
deci sion making for curriculumand other factors affecting
student and school achi evenent and ot her district goals.

(5) Make fiscal budget decisions reallocating the use of
noneys fromthe Education Operating Fund to better prioritize
all aspects of each school's and district's educati onal

processes.
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(6) Analyze factors that inpact |earning and enabl e
action to hel p i nprove student achi evenent.

(7) Docunent inprovenent and share information with
ot her schools, districts and State educati on agenci es.

Section 1505. Annual performance report.

(a) Duty of school district to file.--During the fiscal year
begi nning July 1, 2010, and each fiscal year thereafter, each
school district shall submt to the Departnment of Education a
conprehensi ve annual report, indicating how the intended
pur poses and goal s of performance and accountability technol ogy
are being realized in the adm nistration of the district, and
that includes clear case studies, white papers and ot her
docunents which indicate that data-driven decisions are
affecting the district allocations of its budget and noneys from
t he Education Qperating Fund to achi eve acceptable | evels of
performance as set by peer benchmark or other eval uations.

(b) Contents.--The annual performance report shall include,
but not be Iimted to, the foll ow ng:

(1) A continuing report of the prior year's subjects
addressed by the superintendent report, anended wi th changes
deened appropriate by the board of the school district.

(2) A denonstration of ways in which the district's
data-driven analysis is beginning to enable the eval uati on of
student progress, ways in which daily results are cycl ed
t hrough a data warehouse to map curriculum for assignnments
and test results.

(3) Actions taken to inprove |earning by inproving
i nstructional approaches with data-driven anal ysis,
integrating and buil ding on existing technol ogy, offering

access to |l earning resources and continuing inprovenment by
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tracki ng performance.

(4) A denonstration of the factors that are district-
causing trends, identify root causes of performance and
anal yze the effectiveness of changes initiated in the
| earni ng environnent.

(5) A denonstration of budget decisions directly
affected by changes in the districts' efforts to inprove
student achi evenent and increase adm nistrative efficiency by
focusi ng on student inprovenment in a new era of technol ogy
application to education.

(6) An assessnent of the future direction to be taken
for continuing perfornmance inprovenent and advances in data-
dri ven deci sion naking to determ ne econom c efficiencies and
financi al discipline achievable in budget allocations and
spendi ng deci si ons.

CHAPTER 17
M SCELLANEQUS PROVI SI ONS

Section 1701. Transitional provision.

(a) Sales and use tax.--Notw thstanding the repeal of
Article Il of the Tax Reform Code of 1971, under section 1704,
t he departnent shall have the authority to enforce the
col l ection of taxes inposed for transactions that occur prior to
the effective date of this section under former Article Il of
the Tax Reform Code of 1971. The taxes collected after January
1, 2008, regardless of the transaction date, shall be deposited
into the Education Operating Fund.

(b) O her taxes.--Notw thstanding the repeal of any
provi sion of the Public School Code of 1949, the Local Tax
Enabling Act, as applied to school districts or of any other |aw

aut hori zing school districts to inpose taxes, a governing body
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shall have the authority to enforce, after the effective date of
the repeal, the collection of taxes |evied and assessed under
those former provisions prior to the effective date of the
repeal under section 1704(2).
Section 1702. Construction.

Any and all references in any other act to Article Il or any
provision in Article Il of the act of March 4, 1971 (P.L. 6,
No. 2), known as the Tax Reform Code of 1971, shall be deened a
reference to Chapter 7 or the correspondi ng provisions in
Chapter 7 of this act.
Section 1703. (Reserved).
Section 1704. Repeals.

(a) Intent.--The General Assenbly declares that the repeals
under subsection (b) are necessary to effectuate this act.

(b) Provisions.--The followi ng acts and parts of acts are
r epeal ed:

(1) Section 631 of the act of March 10, 1949 (P.L. 30,
No. 14), known as the Public School Code of 1949, is repeal ed.

(2) The school per capita tax, which tax is authorized
pursuant to section 679 of the Public School Code of 1949, is
r epeal ed.

(3) Article XXV of the Public School Code of 1949 is
repeal ed insofar as Article XXV authorized Comobnweal t h
paynents and rei nbursenents to school districts that have
been incorporated into the standard di sbursenents fornula as
provided in section 1304 of this act.

(4) Any provision of the Public School Code of 1949 and
of any other law relating to the authority of any school
district to |l evy, assess and collect any tax on real property

and the power of any city of the first class to | evy, assess
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1 and collect any tax real property for school purposes is

2 repeal ed upon the expiration of the respective schedul e

3 prescribed in sections 1101 and 1102.

4 (5) Any provision of the act of the Public School Code
5 of 1949 and any other law relating to debt is repealed to the
6 extent that it is inconsistent with this act.

7 (6) Any provision of the Public School Code of 1949 and
8 any home rule charter adopted pursuant thereto is repeal ed

9 insofar as it is inconsistent wth this act.

10 (7) Any provision of the act of August 9, 1963 (P.L. 643,
11 No. 341), known as the First Class City Public Education Hone
12 Rul e Act, and any hone rule school district charter adopted
13 pursuant thereto is repealed insofar as it is inconsistent
14 with this act.

15 (8) The act of December 31, 1965 (P.L.1257, No.511),

16 known as The Local Tax Enabling Act, is repeal ed insofar as
17 it authorizes the | evy, assessnent and coll ection by school
18 districts of any tax as of mi dnight on Decenber 31, 2008.

19 (9) Article Il of the act of March 4, 1971 (P.L.6,
20 No. 2), known as the Tax Reform Code of 1971, is repeal ed.
21 (10) Chapter 13 of the act of June 27, 2006 (1st
22 Sp. Sess., P.L.1873, No.1), known as the Taxpayer Relief Act,
23 is repeal ed.
24 (11) Al acts and parts of acts that are inconsistent
25 with this act are repealed to the extent of such
26 i nconsi st ency.
27 Section 1705. Severability.
28 The provisions of this act are severable as foll ows:
29 (1) If any provision of this act is held invalid, the
30 invalidity shall not affect other provisions or applications
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of this act which can be given effect without the invalid
provi sion or application.

(2) Under no circunstances shall the invalidity of any
provi sion or application of this act affect the validity of
any provision in this act that abolishes the power of the
governi ng body and any school district and city of the first
cl ass or any other political subdivision to | evy, assess or
collect a tax on any interest in real property for school

pur poses.

Section 1706. Ef fecti ve date.

This act shall take effect as follows:

(1) Section 1704(9) shall take effect at m dnight on
Decenber 31, 2007.

(2) Chapter 7 shall take effect January 1, 2008.

(3) Section 1704(2) and (8) shall take effect at
m dni ght on Decenber 31, 2008.

(4) Chapters 3, 4 and 5 shall take effect January 1,
2009.

(5) The remai nder of this act shall take effect

i mredi ately.
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