PRINTER S NO. 2267

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1700 %55

I NTRODUCED BY MAHER, JUNE 19, 2001

REFERRED TO COW TTEE ON LOCAL GOVERNMENT, JUNE 19, 2001

AN ACT

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

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

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

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

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

6 school districts of the third class and school districts of

7 the fourth class including i ndependent school districts, to

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

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

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

14 prescribing certain definitions and other provisions for

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

17 permtting and requiring penalties to be inposed and

18 enforced, including penalties for disclosure of confidential
19 i nformati on, providing an appeal fromthe ordi nance or
20 resolution | evying such taxes to the court of quarter
21 sessions and to the Suprenme Court and Superior Court,"
22 further providing for definitions.
23 The General Assenbly of the Conmonweal th of Pennsyl vani a

24 hereby enacts as follows:

25 Section 1. The definitions of "earned i ncone" and "net
26 profits” in section 13 | of the act of Decenber 31, 1965

27 (P.L. 1257, No.511), known as The Local Tax Enabling Act, anended



© 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

Decenber 20, 2000 (P.L.781, No.110), are anended to read:

Section 13. Earned Incone Taxes.--On and after the effective
date of this act the remaining provisions of this section shal
be included in or construed to be a part of each tax |evied and
assessed upon earned incone by any political subdivision |evying
and assessing such tax pursuant to this act. The definitions
contained in this section shall be exclusive for any tax upon
earned inconme and net profits |levied and assessed pursuant to
this act, and shall not be altered or changed by any political
subdi vi sion | evyi ng and assessi ng such tax.

l. Definitions

* * %

"Earned incone." [Sal aries, wages, comn ssions, bonuses,

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

| abor unions for wage and sal ary suppl enmental prograns,

i ncluding, but not limted to, progranms covering
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hospitalization, sickness, disability or death, supplenental
unenpl oynment benefits, strike benefits, social security and

retirement.] As determ ned by the Departnent of Revenue under

section 303 of the act of March 4, 1971 (P.L.6, No.?2), known as

the "Tax Reform Code of 1971," and reqgulations in 61 Pa. Code

Pt. | Art. V (relating to personal income tax). Enpl oye busi ness

expenses are all owabl e deducti ons as determ ned under section

303 of the "Tax Reform Code of 1971" and 61 Pa. Code Pt.

Subpt. B Art. V (relating to personal incone tax).

* * %

"Net profits.” The net incone fromthe operation of a
busi ness, profession, or other activity, except corporations,
[after provision for all costs and expenses incurred in the
conduct thereof, determined either on a cash or accrual basis in
accordance with the accounting systemused in such business,

prof ession, or other activity, but w thout deduction of taxes

based on inconme.] determ ned under Article Ill of the act of

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

1971," and reqgul ati ons of the Departnent of Revenue pronul gated

under that article. The term does not include i ncone which is

not paid for services provided and which is in the nature of

earnings froman investnent. For taxpayers engaged in the

busi ness, profession or activity of farmng, the termshall not
i ncl ude:

(1) any interest earnings generated from any nonetary
accounts or investnment instruments of the farm ng business;

(2) any gain on the sale of farm nmachinery;

(3) any gain on the sale of |ivestock held twelve nonths or
nore for draft, breeding or dairy purposes; and

(4) any gain on the sale of other capital assets of the
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2 * * %

3 Section 2. This act shall take effect in 60 days.
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