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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 227455

| NTRODUCED BY ARMSTRONG, TI GUE, FLEAGLE, KASUNI C, DEMPSEY, BUNT,
FARGO, PLATTS, LEH M LLER, GODSHALL, SAURVAN, BARLEY, LAUB
MERRY AND CI VERA, NOVEMBER 24, 1993

REFERRED TO COWM TTEE ON FI NANCE, NOVEMBER 24, 1993
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AN ACT

Aut hori zing counties, nunicipalities and school districts to

i npose a personal incone tax; providing for the |evying,
assessnment and collection of the tax; providing for the
repl acenent of certain revenue | osses and for the reduction
of real
ot her taxes; inposing limtations on taxing powers; and
providing for the powers and duties of the Departnent of
Community Affairs.
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Chapter 5. Credits and Exenptions

Section 501. Credits.

Section 502. Exenption of |owinconme persons.

Chapter 7. Disposition of Tax Revenue

Section 701. Replacenent of |ost revenue and reduction or
abolition of certain taxes.

Section 702. Limtation on total tax revenues.

Section 703. Loss of authority to tax earned incone.

Section 704. Residential rental property.

Chapter 9. Register for Certain Taxes

Section 901. Register for personal incone taxes.

Section 902. Information for register.

Section 903. Availability and effective period of register.

Section 904. Effect of nonfiling.

Section 905. Effect of chapter on liability of taxpayer.

Chapter 11. M scell aneous Provi sions

Section 1101. Effective date.

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

CHAPTER 1
CENERAL PROVI SI ONS
Section 101. Short title.

This act shall be known and may be cited as the Local
Governnent Tax Relief 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:

"Association.” A partnership, limted partnership or other

uni ncor porated group of two or nore persons.
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"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.

"County." A county-level mnmunicipality within this
Commonweal th, regardl ess of classification. The termincludes a
county which has adopted a hone rule charter or optional plan of
government under the act of April 13, 1972 (P.L.184, No.62),
known as the Honme Rule Charter and Optional Plans Law. The term
does not include a county of the first class.

"Departnment.” The Departnent of Community Affairs of the
Conmonweal t h.

"Domicile.” The place where one lives and has his pernmanent
home and to which he has the intention of returning whenever he
is absent. Actual residence is not necessarily domcile because
domcile is the fixed place of abode which, in the intention of
t he taxpayer, is permanent rather than transitory. Domcile is
the voluntarily fixed place of habitation of a person, not for a
nmere special or limted purpose, but with the present intention
of making a permanent home, until sone event occurs to induce

himto adopt some other pernmanent hone. In the case of
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busi nesses or associations, the domcile is any place where the
busi ness or association is conducting or engaging in a business
for profit within a political subdivision.

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

"Hone rule municipality.” A city, borough, incorporated town
or townshi p which has adopted a hone rule charter under the act
of April 13, 1972 (P.L.184, No.62), known as the Home Rul e
Charter and Optional Plans Law.

"Municipality.” A city of the second class, city of the
second class A, city of the third class, borough, incorporated
town, township of the first class, township of the second cl ass,
home rule municipality, optional plan nunicipality, optional
formmunicipality or simlar general purpose unit of governnent
whi ch may hereafter be created by statute, except a city of the
first class.

"Net profits.” The class of inconme described as "net
profits” in section 303 of the act of March 4, 1971 (P.L. 6,

No. 2), known as the Tax Reform Code of 1971, and upon which is
i nposed a personal inconme tax by the Commonweal t h.

"Nonresident."” A person, association or other entity
dom cil ed outside the political subdivision.

"Optional formnmunicipality.” A city which has adopted an
optional form of governnent under the act of July 15, 1957
(P.L.901, No.399), known as the Optional Third Cass City
Charter Law.

"Optional plan nmunicipality.” A city, borough, incorporated
town or township which has adopted an optional plan of

government under the act of April 13, 1972 (P.L.184, No.62),
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known as the Honme Rule Charter and Optional Plans Law.

"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 upon which is inposed a
personal income tax by the Conmonweal t h.

"Political subdivision.” A nunicipality.

"Register.” The register provided for in Chapter 9.

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

(1) Vliving in or nmaintaining a permanent or fixed place
of abode in a political subdivision; or

(2) ~conducting or engaging in a business for profit
within a political subdivision

"School district.” A school district of the first class A,
second class, third class or fourth class, including any
i ndependent school district.

"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 act.

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

Section 103. Existing ordinances and resol utions.

This act supersedes, to the extent of inconsistency, any
i nconsi stent ordi nance or resolution of a county, municipality
or school district.

Section 104. Rates of taxation in hone rule counties and
muni ci palities.
A hone rule county or nunicipality shall not have the right

or authority to fix the rate of taxation for the subjects
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aut hori zed under section 301 in excess of the rates fixed in
section 302.
CHAPTER 3
PERSONAL | NCOVE TAX
Section 301. Power to |evy tax.

A county, municipality and a school district shall have the

power to | evy, assess and collect a tax on:
(1) The personal incone of resident taxpayers of the
county, municipality and school district.
(2) The conpensation and net profits of nonresidents
earned within the county, municipality or school district.
Section 302. Rate of taxation.

(a) Counties.--The rate of the tax |levied by a county under
section 301 shall not exceed .5%

(b) Minicipalities.--The rate of the tax levied by a
muni ci pal ity under section 301 shall not exceed .5%

(c) School districts.--The rate of the tax levied by a
school district under section 301 shall not exceed 1.5%
Section 303. Collection of tax.

A county, municipality or a school district may enter into an
agreenent with the Departnent of Revenue for collection of a tax
i nposed under section 301.

Section 304. Application of State |aw.

(a) GCeneral rule.--The provisions of Article Ill of the act
of March 4, 1971 (P.L.6, No.2), known as the Tax Reform Code of
1971, shall apply to a tax inposed under section 301 insofar as
they are applicable to the tax.

(b) Rules and regulations.--The rules and regul ati ons
pronul gat ed under section 354 of the Tax Reform Code of 1971

shall be applicable to a tax inposed under section 301 insofar
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as the rules and regul ati ons are consistent with section 301.
(c) Procedure and administration.--Part X of Article Il of
the Tax Reform Code of 1971 is incorporated by reference into
this subchapter insofar as applicable.
CHAPTER 5
CREDI TS AND EXEMPTI ONS
Section 501. Credits.
(a) Donestic tax credit.--
(1) A county, municipality and a school district
i nposing a tax under section 301 on a nonresident who is
domiciled in this Cormonweal th shall credit the nonresident
with the amobunt of tax inposed under section 301 and paid by
the nonresident to the county, rmnunicipality or school
district.
(2) A county, municipality and a school district
i mposing a tax under section 301 on a nonresident who is not
domciled in this Cormonweal th shall credit the nonresident
with the amount of tax paid by the nonresident to the State
or political subdivision of the State where the nonresident
is domciled if the residents of the political subdivision
granting the credit in this Comonweal th receive a credit or

deduction of a simlar kind to a |like degree fromany tax on

personal inconme inposed by the state or political subdivision

of the state where the nonresident is domcil ed.

(3) No credit shall be all owed agai nst any tax inposed

under section 301 to the extent of the anpbunt of credit taken

for the sane period by the taxpayer agai nst any incone tax
i nposed under section 314 of the act of March 4, 1971 (P.L.6,
No. 2), known as the Tax Reform Code of 1971, on account of

t axes i nmposed on incone by another state or by a political
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subdi vi si on of another state.

(b) Foreign tax credit.--A county, nunicipality or school
district inposing a tax under section 301 on a taxpayer who is
domciled in this Coomonwealth may credit the taxpayer with such
percent age of the excess of the tax inposed upon the personal
i ncome of the taxpayer by another state or a political
subdi vi si on of another state over the personal incone tax
i nposed on the taxpayer under the Tax Reform Code of 1971, as
may be determ ned by the county, nunicipality or school
district.

Section 502. Exenption of |owinconme persons.

(a) Power to exenpt.--Each county, municipality and school
district shall have the power and nmay exenpt any person who
qgual i fies under the provisions of section 304 of the act of
March 4, 1971 (P.L.6, No.2), known as the Tax Reform Code of
1971, from paynent of any or all of the tax inposed under
section 301.

(b) Regul ations.--Each county, mnunicipality and school
di strict may adopt regulations for the processing of clains for
exenptions under subsection (a).

CHAPTER 7
DI SPOSI TI ON OF TAX REVENUE
Section 701. Replacenent of |ost revenue and reduction or
abolition of certain taxes.

(a) GCeneral rule.--Revenue received by a county,
muni ci pal ity and school district fromthe tax inposed under
section 301 shall be used to replace revenue | oss occasi oned by
abrogation of the authority to levy a tax on earned i ncone under
section 703, if any, to reduce the rate of, or to elimnate, the

nui sance taxes enunerated in subsection (b), or to effect an
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across-the-board reduction in real property taxes or to reduce
the rate of, or to elimnate, the nuisance taxes enunerated in
subsection (b) and to effect an across-the-board reduction in
real estate taxes.

(b) Enuneration of taxes.--Nuisance taxes which shall be
reduced or elimnated include the foll ow ng:

(1) GCccupation tax (flat rate or mllage basis).

(2) Personal property tax.

(3) Per capita tax.

(4) Cccupational privilege tax.

(5) Mercantile or business privilege tax.

(c) Limtation on power follow ng abolition or reduction of
tax. - -

(1) If a county, nunicipality or a school district uses
the revenues fromthe tax inposed under section 301 to
abolish a tax listed in subsection (b), the county,
muni ci pality or school district shall not thereafter have the
power to |evy the tax that was aboli shed.

(2) If a county, nunicipality or school district uses
the revenues fromthe tax inposed under section 301 to reduce
the rate of a tax listed in subsection (b), the county,
muni ci pality or school district shall not thereafter have the
power to increase the rate of the tax.

(d) Limtation on real property tax increases.--If a county,
muni ci pality or school district uses the revenues fromthe tax
i nposed under section 301 to reduce real property taxes, the
county, municipality or school district shall not thereafter
increase the rate of real property taxes by nore than 1% per
year during the five-year period i mediately follow ng the

fiscal year in which the tax is first |evied.
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(e) Adjustnent of actual revenues.--The anount of revenue to
be devoted to the purposes contained in section 701(a) in a
fiscal year shall be determ ned by applying the percentage
change in the Consuner Price Index, as conputed and reported by
the United States Bureau of Labor Statistics, for the
i mredi ately preceding 12 nonths to the actual revenues generated
by the tax inposed under section 301. The anmount so determ ned
shall be used to replace revenue | oss occasi oned by abrogation
of the authority to levy a tax on earned incone under section
703, if any, on a dollar-for-dollar basis and to effect a
dol l ar-for-dollar reduction or abolition or reduction and
abolition of the taxes enunerated in subsection (b) and the tax
on real property.

Section 702. Limtation on total tax revenues.

If a county, nunicipality or school district inposes a tax
under section 301, increases in total tax revenues follow ng the
fiscal year in which the tax is first levied shall not exceed
t he average annual increase in tax revenues during the three
fiscal years immedi ately preceding the fiscal year in which the
tax was first |evied.

Section 703. Loss of authority to tax earned incone.

If a municipality or school district |evies a tax under
section 301, it shall not have the power or authority to levy a
tax on earned income under the act of Decenber 31, 1965
(P.L.1257, No.511), known as The Local Tax Enabling Act.

Section 704. Residential rental property.

(a) Legislative intent.--The CGeneral Assenbly recognizes
that the rent a residential tenant is paying reflects in part
the real property taxes that the landlord is paying on the real

property rented by the tenant. If, as a result of the
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i npl enentation of this act, a landlord receives a reduction in
the real property taxes on the real property rented by the
tenant, the General Assenbly intends, by the provisions of this
section, that the tax reduction |ikew se shall be reflected in
the rent.

(b) Inplenmentation.--Each |andlord shall adjust rental
paynents required of each residential tenant in an anount equal
to the reduction of taxes on real property to that tenant's
unit.

(c) Danmages.--A |landlord who does not adjust the rental
paynents as provi ded for under subsection (b) shall be Iiable
for treble damages in a civil action. The civil action nust be
instituted by a tenant within one year of the reduction in real
property taxes. The |andlord shall have the burden of proving
that the rental paynents were adjusted as provided for in
subsection (b).

CHAPTER 9
REG STER FOR CERTAI N TAXES
Section 901. Register for personal incone taxes.

(a) GCeneral rule.--It shall be the duty of the departnent to
have avail able an official continuing register supplenented
annual ly of all personal income taxes |evied under authority of
this act.

(b) Contents of register.--The register and its suppl enents
shal | |ist:

(1) The counties, nunicipalities and school districts
| evyi ng a personal incone tax.

(2) The rate of the tax as stated in the tax |evying
or di nance.

(3) The rate on resident and nonresident taxpayers.
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(4) The nanme and address of the tax officer responsible
for adm nistering the collection of the tax and from whom
information, forns for reporting and copies of rules and
regul ati ons are avail abl e.

Section 902. Information for register.

Information for the register shall be furnished by a county,
muni ci pality and school district to the departnment in such
manner and on such forns as the departnent may prescribe. The
i nformati on nmust be received by the departnent by certified mai
not later than May 31 of each year to show new tax enactnents,
repeal s and changes. Failure to conply with the date for filing
may result in the om ssion of the levy fromthe register for
that year. Failure of the departnent to receive information of
t axes continued w thout change may be construed by the
departnment to nean that the information contained in the
previ ous register remains in force.

Section 903. Availability and effective period of register.

The departnent shall have the register, with such annual
suppl enents as may be required by new tax enactnents, repeals or
changes, avail abl e upon request not later than July 1 of each
year. The effective period for each register shall be fromJuly
1 of the year in which it is issued to June 30 of the follow ng
year.

Section 904. Effect of nonfiling.

Enpl oyers shall not be required by any county, rmunicipal or
school district ordinance or resolution to withhold fromthe
conpensati on of their enployees the tax inposed under the
provisions of this act which is not listed in the register or to
make reports of conpensation in connection with a tax not so

listed. If the register is not available by July 1, the register
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of the previous year shall continue tenporarily in effect for an
addi tional period not to exceed one year.
Section 905. Effect of chapter on liability of taxpayer.

The provisions of this chapter shall not affect the liability
of any taxpayer for taxes lawfully inposed under this act.

CHAPTER 11
M SCELLANEQUS PROVI SI ONS

Section 1101. Effective date.
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This act shall take effect inmediately.
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