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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 458 %%

I NTRODUCED BY WAUGH, ORI E AND THOVPSON, MARCH 11, 2003

REFERRED TO FI NANCE, MARCH 11, 2003
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AN ACT
Amendi ng the act of June 22, 2001 (P.L.374, No.24), entitled "An
act providing for optional occupation tax replacenent; and
maki ng a repeal ,” further providing for earned incone tax
rate limts.

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

Section 1. Section 4 of the act of June 22, 2001 (P.L.374,
No. 24), known as the Optional COccupation Tax Elimnation Act,
anmended June 29, 2002 (P.L.642, No.96), is anmended to read:
Section 4. Earned incone tax rate limts.

(a) Earned incone tax rate limts.--[For]

(1) Subject to paragraph (2), for the first fiscal year

begi nni ng after approval of the referendum under section 7
and each fiscal year thereafter, the governing body of a
political subdivision using the procedures authorized by this
act shall be authorized to inpose the earned incone tax at a
rate not exceeding the maxi num earned incone tax rate as

cal cul at ed under subsection (b).



1 (2) For the first fiscal year beginning after the

2 approval of the referendum under section 7, the foll ow ng

3 apply:

4 (i) Except as set forth in subparagraph (ii), the

5 tax rate shall be the nonthly weighted average of the

6 rates applicable during the taxable year, regardless of

7 when _during the taxable year the incone is received.

8 (it) If a taxpayer establishes, to the satisfaction
9 of the governing body, that equity so requires, the tax
10 rate shall apply on the basis of when the incone is

11 received.

12 (b) Calculation of maxi mum earned i nconme tax rate.--The

13 maxi mum earned i nconme tax rate shall be determ ned by taking the
14 sumof the rates cal cul ated under paragraphs (1) and (2) and

15 limted by paragraph (3):

16 (1) The rate of the earned incone tax that would have

17 resulted in the collection by the political subdivision of an
18 anount equal to the anount collected fromthe occupation tax.
19 The cal cul ation by a school district under this paragraph
20 shall be made using actual revenue collections for the fiscal
21 year ending in 2002. The cal culation by a municipality under
22 this paragraph shall be made using actual revenue collections
23 for the cal endar year endi ng Decenber 31, 2001.
24 (2) The rate at which the earned incone tax was
25 coll ected by a school district for the fiscal year ending in
26 2002 or the rate at which the earned inconme tax was collected
27 by a nunicipality for the cal endar year endi ng Decenber 31,
28 2001.
29 (3) The tax rate determ ned under paragraphs (1) and (2)
30 shall be rounded off to the nearest increnent of ten
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hundr edt hs of one percent.
The maxi mumrate of the earned inconme tax cal cul ated under this
subsection shall not be subject to the limts on the earned

income tax specified in section 8(3) of The Local Tax Enabli ng

1

2

3

4

5 Act.
6 (c) Oher rates of taxation.--If a nmunicipality or school

7 district, both of which inpose an earned i nconme tax on the sane
8 individual under The Local Tax Enabling Act and both of which

9 arelimted to or have agreed upon a division of the tax rate in
10 accordance with section 8(3) of The Local Tax Enabling Act, and
11 the municipality or school district receives voter approval

12 under section 7 and opts to increase the rate of earned incone
13 tax in excess of that [imt or agreenent, then the nunicipality
14 or school district which does not receive voter approval shal

15 remain subject to that limt or agreenent.

16 Section 2. The anmendnent of section 4 of the act shall apply

17 retroactively to January 1, 2003.
18 Section 3. This act shall take effect in 60 days.
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