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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 430 5

| NTRODUCED BY HART, GERLACH, CONTI, WXN AK, HELFRI CK, LEMMVOND
CORMAN, COSTA, VENGER, THOWPSON, BELL, WH TE, PI CCOLA,
O PAKE, WAUGH, ARMSTRONG, SLOCUM AND ROBBI NS,
FEBRUARY 23, 1999

REFERRED TO FI NANCE, FEBRUARY 23, 1999

AN ACT

1 Anending Title 53 (Municipalities Generally) of the Pennsylvania
2 Consol i dated Statutes, authorizing counties to inpose sal es

3 and use tax; authorizing nunicipalities to inpose personal

4 i ncome and earned incone and net profits taxes; enpowering

5 muni ci palities and school districts to require county sal es

6 and use taxes; authorizing school districts to inpose taxes

7 on personal incone; providing for the |evying, assessnment and
8 col l ection of such taxes; and providing for the powers and

9 duties of the Departnment of Comrunity and Econom c

10 Devel opnent, the Departnment of Revenue and the State

11 Treasurer.

12 The General Assenbly of the Conmonweal th of Pennsyl vani a

13 hereby enacts as foll ows:

14 Section 1. Sections 8401, 8402(a) and (b), 8404, 8701, 8702
15 and 8703 of Title 53 of the Pennsylvani a Consolidated Statutes
16 are anmended to read:

17 8§ 8401. Definitions.

18 The foll ow ng words and phrases when used in this subpart

19 shall have the meanings given to themin this section unless the
20 context clearly indicates otherw se:

21 "Board of county conmi ssioners.” |ncludes the successor in
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function to the board of county conmni ssioners in a county which

has adopted a hone rule charter under Subpart E of Part |1

(relating to hone rule and optional plan governnent), but does

not include the city council of a city of the first cl ass.

Budget ed revenue." Local tax revenue, except the term does
not include revenue from
(1) Delinquent taxes.
(2) Paynments in lieu of taxes.
(3) The real estate transfer tax.
(4) The distribution of the Public Uility Realty Tax,
commonly known as PURTA.
(5) A nercantile or business privilege tax on gross
receipts.
(6) An anusenent or adm ssions tax.
"Business."” As defined in section 301 of the act of Mrch 4,
1971 (P.L.6, No.2), known as the Tax Reform Code of 1971.

"Conpensation." As defined in section 301 of the act of

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

"County." A county-level nunicipality within this

Commpnweal th, regardl ess of classification. The termincludes a

county whi ch has adopted a hone rule charter or optional plan of

gover nnent under Subpart E of Part |Ill (relating to hone rule

and opti onal plan governnent). The term does not include a

county of the first cl ass.

"Current year." The cal endar year or the fiscal year for

which the tax is | evied.

"Departnent."” The Departnent of Revenue of the Commonweal th.

"Domicile." As defined in section 13 of the act of Decenber

31, 1965 (P.L.1257, No.511), known as The Local Tax Enabli ng
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Act .

"Dwnelling."” A structure used as a place of habitation by a
nat ural person.

"Earned incone." The classes of incone defined as earned
income in section 13 of the act of Decenber 31, 1965 (P.L.1257,
No. 511), known as The Local Tax Enabling Act.

"Election officials.”™ The county board of elections of each
county.

"Enpl oyer." As defined in section 301 of the act of March 4,
1971 (P.L.6, No.2), known as the Tax Reform Code of 1971.

"Governing body." [A board of school directors of a school

district.] The board of county conmm ssioners, including the

successor in function to the board of county conmi ssioners in a

county whi ch has adopted a hone rul e charter under Subpart E of

Part 11l (relating to hone rule and opti onal plan government),

city council, borough council, incorporated town council, board

of townshi p comm ssi oners, board of township supervisors, a

governi ng council of a hone rule nunicipality or optional plan

muni ci pality, a governing council of any sinilar general purpose

unit of governnent which nay hereafter be created by statute, or

a board of school directors of a school district. The term does

not include the city council of a city of the first cl ass.

"Hone rule nunicipality." A city, borough, incorporated town

or townshi p which has adopted a hone rule charter under Subpart

E of Part IlIl (relating to hone rule and opti onal pl an

gover nnent) .

"Honestead.” A dwelling, including the parcel of |land on
which the dwelling is |located and the other inprovenents |ocated
on the parcel for which any of the follow ng apply:

(1) The dwelling is primarily used as the domcile of an
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owner who is a natural person. The honestead for rea
property qualifying under this paragraph shall not include
the land on which the dwelling is located if the land is not
owned by a person who owns the dwelling.

(2) The dwelling is a unit in a condom niumas the term
is defined in 68 Pa.C.S. 8 3103 (relating to definitions) and
the unit is primarily used as the domcile of a natural
person who is an owner of the unit; or the dwelling is a unit
in a cooperative as the termis defined in 68 Pa.C. S. 8§ 4103
(relating to definitions) and the unit is primarily used as
the domcile of a natural person who is an owner of the unit.
The honestead for a unit in a condom niumor a cooperative
shall be limted to the assessed value of the unit, which
shall be determ ned in a manner consistent with the
assessnment of real property taxes on those units under 68
Pa.C.S. (relating to real and personal property) or as
otherwi se provided by law. If the unit is not separately
assessed for real property taxes, the honmestead shall be a
pro rata share of the real property.

(3) The dwelling does not qualify under paragraphs (1)
and (2) and a portion of the dwelling is used as the domcile
of an owner who is a natural person. The honestead for rea
property qualifying under this paragraph shall be the portion
of the real property that is equal to the portion of the
dwel ling that is used as the domcile of an owner.

"Honestead property.” A honestead for which an application

has been submitted and approved under section 8584 (relating to

adm ni strati on and procedure).

"I nverse per capita incone." A factor determ ned by dividing

the i nteger one by the per capita i ncone of the nunicipality, as

19990S0430B0459 - 4 -
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deternined by the nost recent survey by the Departnent of

Communi ty and Econoni ¢ Devel opnent.

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

"Local tax revenue." The revenue fromtaxes actually |evied

and assessed by a county, nunicipality or school district. The
term does not include interest or dividend earnings, Federal or
State grants, contracts or appropriations, incone generated from
operations or any other source that is revenue not derived from

taxes | evied and assessed by a county, nunicipality or school

district.
“"Municipality.” [As defined in 1 Pa.C.S. 8§ 1991 (relating to

definitions).] Acity 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, hone

rule nmunicipality, optional plan nmunicipality, optional form

muni ci pality or simlar general purpose unit of governnent which

may hereafter be created by statute, except a city of the first

"Net profits.” The classes of inconme defined as net profits
in section 13 of the act of Decenber 31, 1965 (P.L. 1257,
No. 511), known as The Local Tax Enabling Act.

"Optional plan nunicipality.” A city, borough, incorporated

town or townshi p whi ch has adopted an opti onal plan of

gover nnent under Subpart E of Part |Ill (relating to hone rule

and opti onal plan governnent).

"Omer." Includes any of the follow ng:
(1) A joint tenant or tenant in common.
(2) A person who is purchasing real property under a

contract.
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(3) A partial owner.

(4) A person who owns real property as a result of being
a beneficiary of a will or trust or as a result of intestate
successi on.

(5) A person who owns or is purchasing a dwelling on
| eased | and.

(6) A person holding alife |ease in real property
previously sold or transferred to anot her.

(7) A person in possession under a life estate.

(8) A grantor who has placed the real property in a
revocabl e trust.

(9) A nenber of a cooperative as defined in 68 Pa.C. S. 8§
4103 (relating to definitions).

(10) A unit owner of a condom niumas defined in 68
Pa.C.S. 8§ 3103 (relating to definitions).

(11) A partner of a famly farmpartnership or a
sharehol der of a fam |y farmcorporation as the terns are
defined in section 1101-C of the act of March 4, 1971 (P.L.6,
No. 2), known as the Tax Reform Code of 1971.

"Personal income." |Incone enunerated in section 303 of the

act of March 4, 1971 (P.L.6, No.2), known as the Tax Ref orm Code

of 1971, as returned to and ascertai ned by the Departnent of

Revenue, subject, however, to any correction thereof for fraud,

evasion or error as finally ascertai ned by the Commonweal th.

"Political subdivision." As defined in 1 Pa.C. S. § 1991
(relating to definitions).

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

the current year
"Primarily used." Usage of at |east 51% of the square

footage of a dwelling.
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"Rel ative tax effort." The total tax revenues from al

sources of a nunicipality as reported to the Departnent of

Communi ty and Econoni ¢ Devel opnment, divided by the total tax

revenues fromall sources fromall municipalities in the county.

"Resident individual." An individual who is domciled in a

muni ci pality or a school district.

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

" St atewi de average weekly wage." That anmpount determ ned
annual ly for each cal endar year by the Departnent of Labor and
I ndustry under section 105.1 of the act of June 2, 1915
(P.L.736, No.338), known as the Wrkers' Conpensation Act.

"Succeedi ng year." The cal endar year or fiscal year

followi ng the current year

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

"Taxpayer." An individual required under this subpart to
file a tax return or to pay a tax.

"Weighted formula." A fornula dividing an all ocation into

thirds, with one-third based on rel ati ve popul ati on, one-third

based on relative tax effort and one-third based on the rel ative

i nverse per capita incone.

§ 8402. Scope and limtations.
(a) General rule.--Except as provided in subsections (b),
(c), (d), (e) and (f) and section 8405 (relating to

applicability), it is the intent of this subpart to confer upon

each county, mnunicipality and school district the power to |evy,
assess and collect [an earned incone and net profits tax] taxes

upon the subjects of taxation as set forth in this subpart.
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1 (b) Real estate transfer taxes.--This subpart does not

2 affect the powers of a nunicipality or school district to |evy,
3 assess and collect a real estate transfer tax, including any

4 real estate transfer tax |evied under the authority of section

5 652.1(a)(4) of the act of March 10, 1949 (P.L.30, No.14), known
6 as the Public School Code of 1949.

7 * x *

8 8§ 8404. Certain rates of taxation |imted.

9 If a municipality and school district both inpose an earned
10 income and net profits tax on the sanme individual under the

11 Local Tax Enabling Act and the nunicipality and school district
12 are limted to or have agreed upon a division of the tax rate in
13 accordance with section 8 of the Local Tax Enabling Act, then

14 the municipality and school district that [continues] continue
15 to levy the earned incone and net profits tax under the Local

16 Tax Enabling Act shall remain subject to that Iimtation or

17 agreenent in the event that [the school district] one or the

18 other opts to inpose an earned incone and net profits tax under
19 section 8711 (relating to earned inconme and net profits tax) or
20 8742 (relating to local personal incone tax).
21 § 8701. General tax authorization.
22 (a) GCeneral rule.--Subject to sections 8703 (relating to
23 adoption of referendun) and 8704 (relating to public referendum
24 requirenments for increasing property taxes previously reduced)
25 and except as provided in subsection (b), each county,
26 nunicipality and school district shall have the power and may by
27 ordinance or resolution |levy, assess and collect or provide for
28 the levying, assessnent and collection of the [earned incone and
29 net profits tax under] taxes on the subjects specified in this
30 chapter.

19990S0430B0459 - 8 -



1 (b) Exclusions.--No county, nunicipality or school district
2 which levies [an earned inconme and net profits] a tax authorized
3 by this chapter shall have any power or authority to |evy,

4 assess or collect:

5 (1) A tax based upon a flat rate or on a mllage rate on
6 an assessed valuation of a particular trade, occupation or

7 prof essi on, commonly known as an occupation t ax.

8 (2) Atax at a set or flat rate upon persons enpl oyed

9 within the taxing district, commonly known as an occupati onal
10 privil ege tax.

11 (3) A per capita, poll, residence or simlar head tax.
12 (4) The earned incone and net profits tax |evied under
13 the Local Tax Enabling Act.

14 (5) An earned incone tax under the act of August 24,

15 1961 (P.L.1135, No.508), referred to as the First Cass A

16 School District Earned |Inconme Tax Act, or under the

17 additional authority in section 652.1(a)(2) of the act of

18 March 10, 1949 (P.L.30, No.14), known as the Public School

19 Code of 1949.
20 (6) Any tax under section 652.1(a)(4) of the Public
21 School Code of 1949 except as it pertains to real estate
22 transfer taxes.
23 (7) Except for taxes permtted under section 8402(b)
24 (relating to scope and limtations), (c), (d), (e) and (f),
25 any other tax authorized or permtted under the Local Tax
26 Enabl i ng Act.
27 (c) Delinquent taxes.--The provisions of subsection (b)

28 shall not apply to collection of delinguent taxes.
29 § 8702. Continuity of tax.
30 [ The earned incone and net profits]A tax |evied under the

19990S0430B0459 - 9 -
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provi sions of this chapter shall continue in force on a fiscal
year basis w thout annual reenactnent unless the rate of tax is
increased or the tax is subsequently repeal ed.

§ 8703. Adoption of referendum

(a) GCeneral rule.--

(1) In order to levy [an earned inconme and net profits]

a tax under this chapter, a governing body

shall use the procedures set forth in subsection (b).

(2) Any governing body after making an election to |evy

[an earned inconme and net profits] a tax under this chapter

may, after a period of at |east three full fiscal years,

el ect under the provisions of subsection (c) to |evy, assess

and collect the taxes prohibited by section 8701(b) (relating

to general tax authorization) to the extent otherw se
provided by law. If the electorate approves such referendum

t he governing body shall | ose the authority to continue to

| evy [an earned incone and net profits] a tax authorized

under this chapter.

(b) Public referendumrequirenents.--Subject to the notice
and public hearing requirenents of section 8716 (relating to
procedure and adm ni stration), a governing body may |levy [the
earned inconme and net profits] a tax under this chapter only by
obtai ning the approval of the electorate of the affected county,

nmuni ci pality or school district in a public referendumat only

t he nmuni ci pal el ection preceding the fiscal year when the
[earned inconme and net profits] tax will be initially inposed.
The referendum question nust state the initial rate of the
proposed [earned i ncome and net profits] tax, the reason for the
tax and the anmount of proposed budgeted revenue growh, if any,

inthe first fiscal year foll ow ng adoption of the referendum

19990S0430B0459 - 10 -
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expressed as a percent increase over the prior year's budgeted
revenue. Any increase in budgeted revenue between the first
fiscal year follow ng adoption of the referendum and the prior
year's budgeted revenue shall not exceed the annual percent
change in the Statew de average weekly wage. The question shal
be in clear |anguage that is readily understandable by a
| ayperson. For the purpose of illustration, a referendum
guestion may be franed as foll ows:

Do you favor the inposition of an [earned incone and net

profits tax of] X% (nane of tax) to be used to repl ace

(nanes of local taxes to be repeal ed), reduce rea
property taxes by X% by means of a honestead excl usion
and provide for a one-tinme revenue increase of X% over
the preceding fiscal year?
A nonlegal interpretative statenment nmust acconpany the question
in accordance with section 201.1 of the act of June 3, 1937
(P.L.1333, No.320), known as the Pennsylvania El ection Code,
that includes the following: the initial rate of the [earned
income and net profits] tax and the maxi num al | owabl e rate of
the [earned income and net profits] tax inposed under this
chapter; the estimted revenues to be derived fromthe initial
rate of the [earned inconme and net profits] tax inposed under
this chapter; the anount of proposed revenue growth, if any, in
the first fiscal year follow ng adoption of the referendum the
estimated reduction in real property taxes and the elimnation
of certain existing taxes under this chapter; the identification
of the existing taxes to be elimnated under this chapter; the
met hod to be used to reduce real property taxes; the class or
cl asses of real property for which real property taxes would be

reduced; and the estimted anmount of real property tax reduction

19990S0430B0459 - 11 -
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by cl ass, expressed as an average percent reduction by class.
Any governi ng body which uses the procedures under this section
shall not be subject to the provisions of section 8704 (relating
to public referendumrequirenents for increasing property taxes
previously reduced) for any future increases in the [earned
income and net profits] tax rates authorized under this chapter.
Any future real property tax rate increases are subject to the
provi sions of section 8704. If the ballot question fails to
receive a mpjority vote pursuant to this section, approval of
the el ectorate under section 8704 shall not be required to
increase the rate of any tax which the governing body of the

af fected school district is authorized to I evy and increase
pursuant to any other act.

(c) Public referendumrequirenents to end participation
under this chapter.--Subject to the notice and public hearing
requi renents in section 4 of the Local Tax Enabling Act, a
governing body may el ect to end participation under this chapter
i n accordance with subsection (a)(2) by obtaining the approval

of the electorate of the affected county, nunicipality or school

district in a public referendum at a rmunici pal election.
(d) Public requirenments to initiate referendum --

(1) |If the governing body of a county municipality or

school district fails to place a referendum question on the
ballot within two years after the effective date of this

chapter, the electors of the county, nunicipality or school

di strict may:
(i) Crculate a petition which, if signed by
el ectors conprising 2% of the nunber of electors voting
for the office of Governor in the |ast gubernatorial

election in the county, nmunicipality or school district

19990S0430B0459 - 12 -



1 and filed with the election officials and submtted to

2 t he governi ng body thereof, shall require the governing
3 body to establish a |ocal tax study comm ssion. The

4 provi si ons under paragraph (2)(v), (vi), (vii), (viii)

5 (i1x) and (x) shall not apply to this subparagraph.

6 (i) If the local tax study conm ssion nakes a

7 recommendation to | evy [the earned i nconme and net

8 profits] a tax under this chapter and the governi ng body
9 fails to place the reconmendati on or other alternative of
10 t he governi ng body authorized under this chapter on the
11 ball ot in accordance with this chapter at the next

12 muni ci pal el ection occurring at |east 90 days after the
13 subm ssi on of the recomendati on to the governing body, a
14 petition under this paragraph may be circulated. If the
15 petition is signed by the electors conprising 5% of the
16 nunber of electors voting for the office of Governor in
17 the | ast gubernatorial election in the county,

18 nuni cipality or school district and filed with el ection
19 officials at |east 90 days prior to the next nunicipal
20 el ection, the petition shall conpel the election
21 officials to place the reconmendati on upon the ballot at
22 t he next rmunicipal election occurring at |east 90 days
23 after the filing of the petition.
24 (2) The followi ng requirenments shall apply to the
25 process under paragraph (1):
26 (1) The nanme and street address of each el ector
27 signing the petition and of the person filing the
28 petition shall be clearly stated on the petition. The
29 petition shall include an affidavit of the circul ator
30 that he or she is a qualified elector of the county,
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muni ci pality or school district referred to in the

petition; that the signers signed with full know edge of
the contents of the petition; that the signers’
residences are correctly stated; and that, to the best of
the circulator's know edge and belief, the signers are
qual i fied el ectors.

(1i) The election officials shall, within ten days
after filing, review the petition as to the nunber and
qualifications of signers. If the petition appears to be
defective, the election officials shall imrediately
notify the person filing the petition of the defect and
may reject the petition if warranted.

(i1i1) The petition as submtted to the election
officials, along with the list of signatories, shall be
open to public inspection in the office of the election
officials.

(iv) If the election officials find that the
petition as submtted is in proper order, they shall send
copies of the petition without signatures thereon to the
gover ni ng body i nvol ved.

(v) The procedure for the referendum shall be
governed by the act of June 3, 1937 (P.L.1333, No.320),
known as the Pennsylvania El ecti on Code.

(vi) If the election officials find the petition
neets the requirenents of this chapter, they shall place
the proposal on the ballot in a manner fairly
representing the content of the petition for decision by
ref erendum at the proper el ection.

(vii) The election officials shall certify the date

for the referendum and shall notify the governing body at
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| east 30 days prior to such date.

(viii) At least 30 days' notice of the referendum
shall be given by proclamation of the governing body. A
copy of the proclamation shall be posted at each polling
pl ace on the day of the election and shall be published
once in at | east one newspaper of general circulation

which is distributed within the county, nunicipality or

school district during the 30-day period prior to the
el ection.
(i x) Approval of a referendum shall be by majority

vote of those voting in the county, nunicipality or

school district involved.

(x) The election officials shall certify the results
of the referendumto the governi ng body.
(e) School districts |ocated in nore than one county. --

(1) In the event a school district is |ocated in nore
t han one county, petitions under this section shall be filed
with the election officials of the county wherein the
adm ni strative offices of the school district are |ocated.

(2) The election officials receiving a petition shall be
responsi ble for all adm nistrative functions in review ng and
certifying the validity of the petition and for making al
necessary comruni cations with the school district.

(3) If the election officials of the county receiving
the petition certify that it is sufficient under this subpart
and determ ne that a question should be placed upon the
bal | ot, such decision shall be conmunicated to el ection
officials in any other county in which the school district is
al so located. Election officials in the other county or

counties shall cooperate with election officials of the

19990S0430B0459 - 15 -
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county receiving the petition to insure that an identi cal

guestion is placed on the ballot at the same el ection

t hroughout the entire school district.

(4) Election officials fromeach county invol ved shal

i ndependently certify the results fromtheir county to the

gover ni ng body.

Section 2. Section 8704(a) and (d) of Title 53 are anmended
and the section is amended by addi ng a subsection to read:

§ 8704. Public referendumrequirenents for increasing property
t axes previously reduced.

(a) GCeneral rule.--Except as provided in subsections (c) and
(d), a governing body that elects to I evy [an earned i ncone and
net profits] a tax under this chapter pursuant to section
8703(a) (relating to adoption of referendum shall not increase
the rate of its tax on real property without first obtaining the

approval of the electorate of the affected county, nunicipality

or school district in areferendumat the primary el ection
i mredi ately preceding the fiscal year of the proposed tax
i ncrease.

* x *

(d) Referendum exceptions.--The provisions of subsection (a)
shall not apply to increases in the rate of tax on real property
in this subsection only if the exception to the general rule
under subsection (c) has been utilized, if applicable, to the
maxi mum anount al | owed:

(1) To respond to or recover from an emergency or

di saster declared pursuant to 35 Pa.C. S. 8 7301 (relating to

general authority of Governor) or 75 Pa.C.S. 8 6108 (relating

to power of Governor during emergency), only for the duration

of the enmergency or disaster and for the costs of the
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recovery fromthe enmergency or disaster

(2) To inplement a court order or an adm nistrative
order froma Federal or State agency that requires the
expenditure of funds that exceed current avail abl e revenues.
The rate increase shall be rescinded followi ng fulfillnent of
the court order or administrative order.

(3) To pay interest and principal on any indebtedness
i ncurred under Subpart B (relating to indebtedness and
borrowi ng). However, in no case may a [school district]

taxing jurisdiction incur additional debt under this

par agr aph, except for the refinancing of existing debt,
i ncludi ng the paynent of costs and expenses related to such
refinancing and the establishnent or funding of appropriate
debt service reserves. The increase shall be rescinded
following the final paynent of interest and principal. The
exception provided under this paragraph shall not be used to
avoi d referendum requirenents to pay for costs which could
not be financed by the issuance of debt under Subpart B.

(4) To respond to conditions that pose an inmediate
threat of serious physical harmor injury to the students,

staff or residents of the county, nunicipality or school

district until the circunstances causing the threat have been
fully resol ved.

(5) Special purpose tax |evies approved by the
el ectorate.

(6) To maintain per-student |ocal tax revenue in the
school district at an anpunt not exceedi ng the anount of per-
student |ocal tax revenue at the |level of the preceding year,
adjusted for the percentage increase in the Statew de average

weekl y wage. This paragraph shall apply only if the
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percentage growth in student enrollnment in the school
district between the current fiscal year and the third fiscal
year inmediately preceding the current fiscal year exceeds
10% For the purposes of this paragraph, student enroll nent
shal |l be nmeasured by average daily nmenbership as defined by
the act of March 10, 1949 (P.L.30, No.14), known as the
Publ i ¢ School Code of 1949. For the purposes of this

par agr aph, per-student |ocal tax revenue shall be determ ned
by dividing |local tax revenue by average daily nmenbership.

* * %

(g) Distressed nunicipality or county.--This section shal

not be construed to prohibit any municipality or county decl ared

di stressed under the act of July 10, 1987 (P.L. 246, No.47),

known as the Municipalities Financial Recovery Act, from

petitioning the court of conmmpn pleas for a tax increase in

accordance with section 123(c) of the Miunicipalities Fi nanci al

Recovery Act.

Section 3. Sections 8705, 8706, 8711, 8712, 8713(b), 8714,
8715, 8716 and 8717 of Title 53 are anended to read:
§ 8705. Local tax study comm ssion.

(a) Appointnment.--A governing body may appoint a |ocal tax
st udy conmi ssi on.

(b) Menbership.--The | ocal tax study conm ssion shal
consi st of five menbers who are resident individuals or

t axpayers of the county, municipality or school district and

shall reflect the soci oeconom c, age and occupational diversity

of the county, nunicipality or school district to the extent

possi bl e.
(1) Except for paragraph (2), no nenber shall be an

official or enployee, or a relative thereof, of the county,
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muni ci pality or school district.

(2) One nenber may be a nenber of the governing body.
(c) Staff and expenses.--The governi ng body shall provide
necessary and reasonabl e support staff and shall reinburse the
menbers of the | ocal tax study conm ssion for necessary and
reasonabl e expenses in the discharge of their duties.
(d) Contents of study.--The |local tax study comr ssion shal
study the existing taxes | evied, assessed and coll ected by the

county, nmunicipality or school district and their effect. The

| ocal tax study conm ssion shall determ ne how the tax policies

of the county, nunicipality or school district could be inproved

by the | evy, assessnent and collection of the taxes authorized
pursuant to this chapter. The study shall include, but not be
limted to, consideration of all of the follow ng:

(1) Historic and present rates of and revenue fromtaxes
currently levied, assessed and col | ected.

(2) The age, incone, enploynment and property use
characteristics of the existing tax base.

(3) Projected revenues of taxes currently |evied,
assessed and col |l ected, including taxes authorized and taxes
not | evied under this chapter.

(e) Reconmendation.--Wthin 90 days of its appointnent, the
| ocal tax study conm ssion shall nake a nonbi ndi ng
recommendation to the governing body regarding the inposition of

[an earned income and net profits tax] the tax or taxes to be

| evi ed, assessed and col |l ected commenci ng the next fiscal year.
Except as provided in subsection (f), if the governing body
appoints a comm ssion, [the earned i nconme and net profits tax]

t axes aut horized under this chapter may not be |evied, assessed

or collected until receipt of the reconmendation. No | ater than
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90 days prior to the next rmnunicipal election occurring at | east
150 days after the subm ssion of the recommendation, the
governi ng body shall accept or reject the recommendati on of the
| ocal tax study conm ssion or adopt an alternative proposal

aut hori zed under this chapter.

(f) Failure to issue a recormmendation.--I1f the |ocal tax
study conm ssion fails to make a recomrendati on under subsection
(e), the governing body may adopt a proposal authorized under
this chapter

(g) Public distribution of report.--The |ocal tax study
commi ssion shall publish a final report of its findings and
recommendati on and deliver the report to the governing body. The
governi ng body shall supply copies to any interested persons
upon request.

(h) Materials.--Al records of the local tax study

commi ssion shall be available for public inspection during the

regul ar busi ness hours of the county, nunicipality or school
district.
§ 8706. Property tax limts on reassessnent.

After any county nakes a countyw de revision of assessnent of
real property at val ues based upon an established predeterm ned
ratio as required by law or after any county changes its

establ i shed predeterm ned rati o, each county, nunicipality or

school district that has nmade an el ection under section 8703
(relating to adoption of referendum), which hereafter for the
first tine levies its real estate taxes on that revised
assessnment or valuation, shall for the first year reduce its tax
rate, if necessary, for the purpose of having the percentage
increase in taxes levied for that year against the real

properties contained in the duplicate for the precedi ng year be
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1 less than or equal to the percentage increase in the Statew de
2 average weekly wage for the preceding year notw thstandi ng the
3 increased valuations of such properties under the revised

4 assessnent. For the purpose of determ ning the total anount of
5 taxes to be levied for the first year, the anount to be |evied
6 on newy constructed buildings or structures or on increased

7 valuations based on new i nprovenents nade to existing houses

8 need not be considered. The tax rate shall be fixed for that

9 year at a figure which will acconplish this purpose. The

10 provisions of section 8704 (relating to public referendum

11 requirenents for increasing property taxes previously reduced)
12 shall apply to increases in the tax rate above the limts

13 provided in this section.

14 § 8711. Earned income and net profits tax.

15 A nunicipality and a school district shall have the power to
16 |evy, assess and collect a tax on the earned incone and net

17 profits of resident individuals of the nunicipality or school
18 district up to a maximumrate of 1.5% The earned i nconme and net
19 profits tax may be levied by the nunicipality and the school
20 district at a rate of 1.0% 1.25%or 1.5%
21 § 8712. Collections.
22 Any nunicipality or school district inposing a tax under
23 section 8711 (relating to earned incone and net profits tax)
24 shall designate the tax officer who is appoi nted under section
25 10 of the Local Tax Enabling Act, or otherw se by |law, as the
26 collector of the earned incone and net profits tax. In the
27 performance of the tax collection duties under this subchapter,
28 the designated tax officer shall have all the sane powers,
29 rights, responsibilities and duties for the collection of the

30 taxes which nay be inposed under the Local Tax Enabling Act,
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Subchapter C of Chapter 84 (relating to | ocal taxpayers bill of
rights) or as otherw se provided by | aw.
§ 8713. Credits.

* x *

(b) State tax credit.--A credit agai nst personal incone tax
due to the Commonweal th under section 302 of the Tax Reform Code
shall be granted to all nonresidents of a city of the first
cl ass who are subject to a tax inposed by a city of the first
cl ass pursuant to the act of August 5, 1932 (Sp.Sess., P.L.45,
No. 45), referred to as the Sterling Act. The credit shall equal
0. 2756% of sal ari es, wages, comr ssions, conpensation or other
i nconme received for work done or services performed within a
city of the first class. The Secretary of Revenue shal
pronul gate such regul ations and forns as are necessary to
i npl enent the provisions of this subsection. This section shal

only apply to residents of nunicipalities and school districts

whi ch i npose the tax under this subchapter. A governing body of
a school district in a county of the second class A shall, and a
governi ng body of a school district in a county of the third

cl ass may, include in the referendum questi on under section 8703
(relating to adoption of referendum |anguage aski ng whether the
credit against the personal incone tax in this subsection should
be provided to the nonresident taxpayer in the city of the first
class or the school district in which the taxpayer resides for

t he purpose of nmaking additional tax reductions in the sane
manner as section 8717 (relating to disposition of earned incone
and net profits tax revenue). Should any court of conpetent
jurisdiction determ ne that this subsection is unconstitutional,
the provisions of this subsection shall be void and no credit

shal |l be expanded or extended in any way by any court.
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8§ 8714. Earned inconme and net profits tax exenption.

A nunicipality or school district that inposes an earned

income and net profits tax under this chapter nmay exenpt from
t he paynent of that tax any person whose total income from al
sources is |less than $7,500.
§ 8715. Rules and regul ations.

Taxes inposed under section 8711 (relating to earned incone
and net profits tax) will be subject to all regulations adopted

under section 13 of the Local Tax Enabling Act. A nunicipality

or school district may adopt regul ations for the processing of
clainms for credits or exenptions under sections 8713 (relating
to credits) and 8714 (relating to earned incone and net profits
tax exenption).
§ 8716. Procedure and adm nistration.

In order to levy the tax under section 8711 (relating to

earned inconme and net profits tax), the governing body shal

adopt [a] an _ordi nance or a resolution which shall refer to this
subchapter prior to placing a question on the ballot under
section 8703 (relating to adoption of referendum. Prior to

adopting [a] an _ordinance or a resolution inposing the tax

aut hori zed by section 8711, the governing body shall give public

notice of its intent to adopt the ordi nance or a resolution in

t he manner provided by section 4 of the Local Tax Enabling Act
and shall conduct at |east one public hearing regarding the

proposed adoption of the ordi nance or resol ution.

§ 8717. Disposition of earned incone and net profits tax
revenue.
The di sposition of revenue from an earned i ncome and net
profits tax or an increase in the rate of an earned i ncone and

net profits tax inmposed by nunicipalities and school districts
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1 under the authority of this chapter shall occur in the follow ng
2 manner:

3 (1) For the fiscal year of inplenentation of a newy

4 i nposed i ncone tax, all earned income and net profits tax

5 revenue received by a nunicipality or school district shal

6 be used first to offset any | ost revenue to the nmunicipality
7 or school district fromthe taxes prohibited under section

8 8701(b) (relating to general tax authorization) in an anmount
9 equal to the revenue collected fromthe prohibited taxes in
10 section 8701(b) in the preceding fiscal year; second, to

11 provi de for an increase in budgeted revenues over the

12 precedi ng fiscal year in accordance with the anount specified
13 in the referendum question approved by the voters under

14 section 8703 (relating to adoption of referendum; and third,
15 to reduce the nmunicipal or school district real property tax
16 in the follow ng order:

17 (1) By nmeans of an exclusion for honestead property
18 pursuant to section 8583 (relating to exclusion for

19 homest ead property).
20 (i1i) By neans of a reduction in the mllage rate
21 after the limt on the exclusion for honestead property
22 has been reached under section 8586 (relating to
23 l[imtations).
24 (2) For the fiscal year of inplenentation of an increase
25 in the rate of the existing earned inconme and net profits tax
26 i nposed under this chapter, all revenue received by a
27 nmuni ci pality or school district directly attributable to the
28 increased rate shall be used to reduce the nunicipal or
29 school district real property tax in the follow ng order:
30 (1) By nmeans of an exclusion for honestead property
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pursuant to section 8583.

(i1i) By neans of a reduction in the mllage rate
after the limt on the exclusion for honestead property
has been reached under section 8586.

Section 4. Chapter 87 of Title 53 is anmended by addi ng

subchapters to read:

SUBCHAPTER C

COUNTY SALES AND USE TAX
Sec.
8721. Construction.
8722. I nposition.
8723. Situs.
8724. Licenses.
8725. Rules and regul ations; collection costs.
8726. Procedure and adm nistration.
8727. County sal es and use tax funds.
8728. Disbursenents.
8729. Adoption of nmunicipal resolutions and school district
petitions.

8730. Qualified municipalities and school districts.
8731. Disposition of sales tax revenues.
§ 8721. Construction.

The tax inposed by the governing body of a county under this
subchapter shall be in addition to any tax inposed by the
Commonweal th under Article Il of the Tax Reform Code. Except for
the differing situs provisions under section 8723 (relating to
situs), the provisions of Article Il of the Tax Reform Code
shall apply to the tax.

§ 8722. Inposition.

(a) Sales.--The governing body of a county, except for a
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county of the second class, may | evy and assess upon each
separate sale at retail of tangi ble personal property or
services, as defined in Article Il of the Tax Reform Code,
wi thin the boundaries of the county, a tax on the purchase
price. The tax shall be collected by the vendor fromthe
pur chaser and shall be paid over to the Conmonweal th as provi ded
in this subchapter. The sales tax shall not be paid to the
Commonweal th by any person who has paid the tax inposed under
Chapter 5 of the act of June 5, 1991 (P.L.9, No.6), known as the
Pennsyl vani a | nt ergover nnental Cooperation Authority Act for
Cities of the First C ass, or subdivision (e) of Article XXXl -B
of the act of July 28, 1953 (P.L.723, No.230), known as the
Second Cl ass County Code, equal to or greater than the tax
i nposed under this subsection.
(b) Use.--1n any county, except for a county of the second
class, within which the tax authorized in subsection (a) is
i nposed, there shall be levied, assessed and coll ected upon the
use, within the county, of tangi ble personal property purchased
at retail and on services purchased at retail, as defined in
Article Il of the Tax Reform Code, a tax on the purchase price.
The tax shall be paid over to the Commonweal th by the person who
makes the use. The use tax inposed under this subchapter shal
not be paid over to the Commonweal th by any person who has paid
the tax inposed under:
(1) Subsection (a).
(2) This subsection to the vendor with respect to the
use.
(3) Chapter 5 of the Pennsylvania |Intergovernnent al
Cooperation Authority Act for Cties of the First d ass,

equal to or greater than the tax inposed under either
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subsection (a) or this subsection.

(4) Subdivision (e) of Article XXXI-B of the Second

Cl ass County Code equal to or greater than the tax inposed

under either subsection (a) or this subsection.

(c) Rate and uniformty.--

(1) The tax authorized by subsections (a) and (b) shal

be inposed at a rate of 1%

(2) The tax inposed by subsections (a) and (b) shall be

uni f or m

(d) Conputation.--The tax inposed under this section shal
be conputed in the manner set forth in section 503(e)(2) of the
Pennsyl vani a | nt ergover nnental Cooperation Authority Act for
Cities of the First O ass.

§ 8723. Situs.

(a) General rule.--Except as provided in subsection (b), the
situs of sales at retail or uses, including | eases, of notor
vehicles, aircraft, notorcraft and utility services shall be
determ ned in the manner specified by section 504 of the act of
June 5, 1991 (P.L.9, No.6), known as the Pennsyl vani a
I nt ergover nnent al Cooperation Authority Act for Cities of the
First Cass, as well as the Tax Reform Code.

(b) Premumcabl e services.--The sale or use of prem um
cabl e service shall be deened to occur at the service address in
the county which is the address where the custoner cable
connection is |ocated. This subsection shall determ ne the situs
of prem um cable service for the purpose of all |ocal sales
taxes, including those inposed pursuant to Chapter 5 of the
Pennsyl vani a | nt ergover nnental Cooperation Authority Act for
Cities of the First Cass and pursuant to subdivision (e) of

Article XXXI-B of the act of July 28, 1953 (P.L.723, No.230),
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known as the Second Cl ass County Code.

(c) Tel econmuni cations service.--The situs of
t el ecommuni cati ons service under this chapter shall be
determ ned in accordance with regul ati ons adopted by the
departnment, which shall be uniformanong all counties, and shal
be consistent with regul ati ons promul gated under subdivision (e)
of Article XXXI-B the Second Cl ass County Code, Article Il of
t he Tax Reform Code and Chapter 5 of the Pennsyl vani a
I nt ergover nnent al Cooperation Authority Act for Cities of the
First d ass.

§ 8724. Licenses.

A license for the collection of the tax inposed by this
subchapter shall be issued in the sanme manner as is provided for
in section 505 of the act of June 5, 1991 (P.L.9, No.6), known
as the Pennsylvani a I ntergovernnmental Cooperation Authority Act
for Cities of the First C ass. Licensees shall be entitled to
t he sane di scount as provided in section 227 of the Tax Reform
Code.

§ 8725. Rules and regul ations; collection costs.

(a) Regulations.--Rules and regul ations shall be applicable
to the taxes inposed under section 8722 (relating to inposition)
in the sane manner as is provided for in section 506(1) and (2)
of the act of June 5, 1991 (P.L.9, No.6), known as the
Pennsyl vani a | nt ergover nnental Cooperation Authority Act for
Cities of the First O ass.

(b) Adm nistrative costs.--The departnent, to cover its
costs of admnistration, shall be entitled to retain a sum equal
to the costs of admnistration. Wien the annual operating budget
for the departnent is submtted to the General Assenbly, the

departnment shall also subnmit to the chairman and mnority
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chai rman of the Appropriations Commttee of the Senate and to
the chairman and mnority chairman of the Appropriations
Committee of the House of Representatives a report of the actual
sunms retained for costs of collection in the preceding fiscal
year, together with all supporting details.

§ 8726. Procedure and adm ni strati on.

(a) Odinance.--Any county desiring to inpose the tax
aut hori zed by section 8722 (relating to inposition) shall give
at | east 60 days' witten notice to every municipality and
school district located in the county of its intent to inpose
the tax and shall adopt an ordi nance after the expiration of 60
days after the date of such notice. The notice and ordi nance
shall state the tax rate and refer to this subchapter. The
ordi nance shall authorize the inposition of all taxes provided
for in section 8722. Prior to adopting an ordi nance inposing the
tax authorized by section 8722, the governing body of the county
shall give public notice of its intent to adopt the ordinance in
t he manner provided by section 4 of the Local Tax Enabling Act
and shall conduct at |east one public hearing regarding the
proposed adopti on of the ordi nance.

(b) Notification to departnent.--A certified copy of the
county ordi nance shall be delivered to the departnent by June 1
of the year prior to the effective date thereof. The county
ordi nance shall becone effective on the January 1 follow ng at
| east seven nonths after the date of enactnent of the county
or di nance.

(c) Delivery of repeal ordinance.--A certified copy of a
repeal ordinance shall be delivered to the departnent at | east
120 days prior to the effective date of the repeal.

§ 8727. County sales and use tax funds.
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There is hereby created for each county |evying the tax under
section 8722 (relating to inposition) the (proper nane) County
Sal es and Use Tax Fund. The State Treasurer shall be custodian
of the funds which shall be subject to the provisions of |aw
applicable to funds listed in section 302 of the act of April 9,
1929 (P.L.343, No.176), known as The Fiscal Code. Taxes i nposed
under section 8722 shall be received by the departnment and paid
to the State Treasurer and, along with interest and penalti es,
| ess any collection costs all owed under this subchapter and any
refunds and credits paid, shall be credited to the funds not
| ess frequently than every two weeks. During any period prior to
the credit of noneys to the funds, interest earned on noneys
recei ved by the departnent and paid to the State Treasurer under
this subchapter shall be deposited into the funds. Al noneys in
the funds, including, but not limted to, noneys credited to the
funds under this section, prior year encunbrances and the
i nterest earned thereon, shall not |apse or be transferred to
any other fund, but shall remain in the funds. Pending their
di sbursenment, noneys received on behalf of or deposited into the
funds shall be invested or reinvested as are other noneys in the
custody of the State Treasurer in the manner provided by |aw.

Al'l earnings received fromthe investnent or reinvestnent of the
noneys shall be credited to the respective funds. The Auditor
CGeneral shall periodically audit the records of the departnent
relative to its duties under this section and shall furnish the
results of such audit to any county | evying the sales and use
tax under section 8722 and to any nunicipality or school

district qualified under section 8730 (relating to qualified
muni ci palities and school districts).

§ 8728. Disbursenents.
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(a) GCeneral rule.--On or before the tenth day of every
nonth, the State Treasurer shall make the di sbursenments on
behal f of the county inposing the tax out of the nobneys which
are, as of the last day of the previous nonth, contained in the
respective county sales and use tax fund.

(b) Disbursement to counties.--The State Treasurer shal
di sburse to a county inposing the tax authorized under section
8722 (relating to inposition) an anount of noney equal to 50% of
the tax collected in that county and remtted to the departnent
and deposited in the respective county sales and use tax fund.
The county shall deposit the revenue fromthe respective county
sales and use tax fund into the county general fund for
di sposition as provided under section 8731 (relating to
di sposition of sales tax revenues).

(c) Disbursenment to nmunicipalities.--The State Treasurer
shall, at the same tine, disburse to the nunicipalities 25% of
the tax collected in their respective counties as provided in
section 8730 (relating to qualified nmunicipalities and school
districts). Each municipality's portion shall be deposited in
t he muni ci pal general fund for disposition as provided in
section 8731.

(d) Disbursenment to school districts.--The State Treasurer
shall, at the same tinme, disburse to the school districts 25% of
the tax collected in their respective counties as provided in
section 8730. Each school district's portion shall be deposited
in the school district's general fund for disposition as
provided in section 8731.

§ 8729. Adoption of nunicipal resolutions and school district
petitions.

(a) GCeneral rule.--No municipality shall be entitled to a

19990S0430B0459 - 31 -



1
2
3

© 00 ~N o O

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

di sbursenment under section 8728(c) (relating to disbursenents)
and no school district shall be entitled to a di sbursenment under
section 8728(d) unless one of the follow ng applies:

(1) Prior to enactnent of the county ordinance, it
adopts a munici pal resolution or a school district petition
cont ai ni ng the statenent:

We strongly urge the county to enact a county sal es
and use tax and intend to accept disbursenents of the
sal es and use taxes coll ected.

Any nunicipality which does not enact a resolution and any

school district which does not enact a petition in conpliance

with this paragraph shall not be entitled to and shall not
receive any distribution fromfunds collected during the
first 24 nonths immediately following the initial date of

i mposition of such tax.

(2) Prior to Cctober 1 of any year after the enactnent
of the county resolution, it adopts a mnunicipal resolution or
a school district petition containing the statenent:

We support the enactnment by the county of the county
sal es and use tax and strongly urge its continuation
and intend to accept disbursenents of the sales and

use taxes collected.

(b) Delivery.--A certified copy of the nunicipal resolution
or the school district petition shall be delivered to the county
conmmi ssioners, the departnent and the State Treasurer on or
before the enactnent of the county resolution or Cctober 15 of
any year thereafter, as the case may be.

§ 8730. (Qualified nmunicipalities and school districts.

(a) GCeneral rule.--

(1) The State Treasurer shall distribute, on a weighted

19990S0430B0459 - 32 -



© 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

formula basis, to each nunicipality that qualifies under

subsection (c) the appropriate percentage of revenues

received fromthe county sal es and use tax.

(2) The State Treasurer shall distribute to each schoo
district that qualifies under subsection (c) a portion of the
total disbursenent to school districts which is equal to the
total disbursement to school districts nultiplied by the
rati o of average daily nmenbership of the school district
di vided by the sum of the average daily nenbership of al
school districts in the county. For the purposes of this
section, "average daily nmenbership" shall nmean "average daily
menber shi p* as defined by the act of March 10, 1949 (P.L. 30,
No. 14), known as the Public School Code of 1949. For school
districts located in nore than one county, the average daily
menbership shall be nultiplied by a factor cal cul ated by
di viding the square m | eage of the school district located in
the county by the total square mleage of the school
district.

(b) Retention by county.--If a nmunicipality or school
district fails to neet the requirenents of subsection (c), its
di sbursenment shall be included in the disbursenment to the county
under section 8728 (relating to disbursenents).

(c) Qualifications.--Minicipalities and school districts
qualified to receive disbursenents under this section are
muni ci palities and school districts |located within the county
whi ch adopt in a tinely fashion the resolution or petition
requi red under section 8729 (relating to adoption of nunicipal
resol utions and school district petitions).

§ 8731. Disposition of sales tax revenues.

(a) Counties.--In the fiscal year of inplenentation, each
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county that inposes a sales and use tax under this chapter shal
use all revenues fromthe tax first to offset any | ost revenue
to the county fromthe taxes prohibited under section 8701(b)
(relating to general tax authorization) in an anmount equal to
the revenue the county collected fromthe prohibited taxes in
the imedi ately preceding fiscal year; second, to provide for an
i ncrease in budgeted revenues over the preceding fiscal year in
accordance with the anount specified in the referendum question
approved by the voters under section 8703 (relating to adoption
of referendun); and third, to reduce the county real property
tax in the foll ow ng order:

(1) By neans of an exclusion for honestead property
pursuant to section 8583 (relating to exclusion for honestead
property).

(2) By neans of a reduction in the mllage rate after
the limt on the exclusion for honmestead property has been
reached under section 8586 (relating to limtations).

The departnent shall provide to each county that inposes a sales
and use tax an estimate of the total dollar anmount of revenue
that the county can expect to receive fromthe county's share of
the 1% county sales and use tax for the fiscal year of

i npl enentation. The departnment nay charge the county for the
actual costs of calculating the requested estimates. Quidelines
concerning the costs shall be published in the Pennsyl vani a
Bulletin. In the event the actual anount of sales and use tax
revenue received by a county is less than the estimate of sal es
and use tax revenue provided by the departnment, the county may
increase its real property tax mllage rate to the |evel
necessary to of fset any shortfall resulting from an

overestimati on of sales and use tax revenue, as certified by the
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departnent, in the fiscal year of inplenmentation. The increase
shall not be subject to the provisions of section 8704(a)
(relating to public referendumrequirenents for increasing
property taxes previously reduced).

(b) Municipalities and school districts.--

(1) Al sales and use tax revenues received by any
muni ci pality or school district which has elected to
partici pate under sections 8703 and 8729 (relating to
adoption of nunicipal resolutions and school district
petitions) shall be used to reduce the rnunicipal real
property tax or the school district real property tax,
respectively:

(1) By nmeans of an exclusion for honestead property

pursuant to section 8583.

(i1i) By neans of a reduction in the mllage rate
after the limt on the exclusion for honestead property

has been reached under section 8586.

(2) A nunicipality or school district which has el ected
to proceed only under section 8729 shall use the sales and
use tax revenues received to reduce or elimnate the real
property tax or any taxes prohibited under section 8701(b).

SUBCHAPTER D
PERSONAL | NCOVE TAX
Sec.
8741. Construction.
8742. Local personal incone tax.
8743. Collections.
8744. Rules and regul ati ons.
8745. Procedure and adm nistration.

8746. Credits.
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8747. Local personal inconme tax exenption.
8748. Regul ati ons.

8749. Disposition of inconme tax revenue.

§ 8741. Construction.

The tax inposed by the governing body of a nunicipality or
school district under this subchapter shall be in addition to
any tax inposed by the Conmmonweal th under Article Ill of the Tax
Ref orm Code. Except for the differing provisions under sections
8746 (relating to credits) and 8747 (relating to | ocal personal
i ncome tax exenption), the provisions of Article Il of the Tax
Ref orm Code shall apply to the tax.

8§ 8742 Local personal incone tax.

(a) Minicipalities.--In lieu of inposing the tax under
section 8711 (relating to earned incone and net profit tax), a
muni ci pality shall have the power to | evy, assess and collect a
| ocal tax on the personal inconme of resident individuals of the
muni cipality up to a maximnumrate of 1.5% The |ocal personal
income tax may be levied at a rate of 1.0% 1.25%or 1.5%

(b) School districts.--1n lieu of inposing the tax under
section 8711, a school district shall have the power to |evy,
assess and collect a local tax on personal incone of resident
i ndi vidual s of the school district up to a maxinumrate of 1.5%
The | ocal personal incone tax nay be levied at a rate of 1.0%
1.25% or 1.5%

§ 8743. Collections.

Any nunicipality or school district inposing a tax under
section 8742 (relating to |ocal personal incone tax) shal
designate the tax officer who is appointed under section 10 of
the Local Tax Enabling Act, or otherwi se by law, as the

collector of the municipality or school district |ocal personal
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income tax. In the performance of the tax collection duties
under this subchapter, the designated tax officer shall have al
the sane powers, rights, responsibilities and duties for the
collection of the taxes which may be inposed under the Local Tax
Enabl ing Act, Subchapter C of Chapter 84 (relating to |ocal

t axpayers bill of rights) or as otherw se provided by |aw.

§ 8744. Rules and regul ations.

Taxes inmposed under section 8742 (relating to | ocal personal
income tax) are subject to the rules and regul ati ons adopted by
t he departnent pursuant to Article Il1l of the Tax Reform Code.

§ 8745. Procedure and adm ni strati on.

The governing body of the municipality or school district, in
order to inpose the tax authorized by section 8742 (relating to
| ocal personal inconme tax), shall adopt an ordi nance or
resol ution which shall refer to this subchapter. Prior to
adopting an ordi nance or resolution inposing the tax authorized
by section 8742, the governing body shall give public notice of
its intent to adopt the ordinance in the manner provided by
section 4 of the Local Tax Enabling Act and shall conduct at
| east one public hearing regarding the proposed adoption of the
or di nance.

§ 8746. Credits.

(a) GCeneral rule.--The provisions of section 14 of the Local
Tax Enabling Act shall be used to determ ne any credits under
the provisions of this chapter for any taxes inposed under
section 8742 (relating to |ocal personal incone tax) on the
earned i nconme portion of the personal incone tax.

(b) State tax credit.--A credit agai nst personal incone tax
due to the Commonweal th under section 302 of the Tax Reform Code

shall be granted to all nonresidents of a city of the first
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cl ass who are subject to a tax inposed by a city of the first

cl ass pursuant to the act of August 5, 1932 (Sp.Sess., P.L.45,
No. 45), referred to as the Sterling Act. The credit shall equal
0. 2756% of sal ari es, wages, comr ssions, conpensation or other

i nconme received for work done or services performed within a
city of the first class. The Secretary of Revenue shal

pronul gate such regul ations and forns as are necessary to

i npl enment the provisions of this subsection. This section shal
only apply to residents of nunicipalities and school districts
whi ch i npose the tax under this subchapter. A governing body of
a school district in a county of the second class A shall, and a
governi ng body of a school district in a county of the third

cl ass may, include in the referendum question under section 8703
(relating to adoption of referendum |anguage aski ng whether the
credit against the personal incone tax in this subsection should
be provided to the nonresident taxpayer in the city of the first
class or the school district in which the taxpayer resides for

t he purpose of nmaking additional tax reductions in the sane
manner as section 8749 (relating to disposition of incone tax
revenue). Should any court of conpetent jurisdiction determne
that this subsection is unconstitutional, the provisions of this
subsection shall be void and no credit shall be expanded or
extended in any way by any court.

§ 8747. Local personal inconme tax exenption.

A municipality or school district that inposes a |ocal
personal income tax under this chapter may exenpt fromthe
paynent of that tax any person whose total incone from al
sources is |less than $7,500.

§ 8748. Regul ati ons.

A municipality or school district may adopt regul ations for
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the processing of clainms for credits and exenptions under
sections 8746 (relating to credits) and 8747 (relating to | ocal
personal inconme tax exenption).

8§ 8749. Disposition of incone tax revenue.

(a) Minicipalities.--The disposition of revenue from an
income tax or an increase in the rate of an inconme tax inposed
by a nmunicipality under the authority of this subchapter shal
occur in the follow ng manner:

(1) For the fiscal year of inplenentation of a newy

i nposed inconme tax, all revenues received by a nunicipality

shall first be used to offset any |ost revenue to the

muni ci pality fromthe taxes prohibited under section 8701(b)

(relating to general tax authorization) in an anmount equal to

the revenue the municipality collected fromthe prohibited

taxes in the imedi ately preceding fiscal year; second, to
provi de for an increase in budgeted revenues over the
precedi ng fiscal year in accordance with the anount specified
in the referendum question approved by the voters under
section 8703 (relating to adoption of referendum); and third,
to reduce the municipal real property tax in the follow ng

or der:

(1) By nmeans of an exclusion for honestead property
pursuant to section 8583 (relating to exclusion for
honmest ead property).

(i1i) By neans of a reduction in the mllage rate
after the limt on the exclusion for honestead property
has been reached under section 8586 (relating to
excl usion for honestead property).

(2) For the fiscal year of inplenentation of an increase

in the rate of inconme tax, all revenues received by a
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muni ci pality in excess of current revenue plus the percentage
increase in the Statew de average weekly wage shall be used
to reduce the municipal real property tax in the follow ng

or der:

(1) By nmeans of an exclusion for honestead property
pursuant to section 8583.

(i1i) By neans of reduction in the mllage rate after
the limt on the exclusion for honmestead property has
been reached under section 8586 (relating to exclusion
for honestead property).

(b) Second through fourth class school districts.--The
di sposition of revenue froman inconme tax or an increase in the
rate of an income tax inposed by school districts of the second
t hrough fourth class under the authority of this subchapter
shall occur in the follow ng manner:
(1) For the fiscal year of inplenentation of a newy
i nposed i ncone tax, all revenues received by a school
district of the second through fourth class shall first be
used to offset any |ost revenue to the school district from
t he taxes prohibited under section 8701(b) in an anount equal
to the revenue the school district collected fromthe
prohi bited taxes in the imredi ately preceding fiscal year;
second, to provide for an increase in budgeted revenues over
the preceding fiscal year in accordance with the anmount
specified in the referendum question approved by the voters
under section 8703; and third, to reduce the school district
real property tax in the follow ng order:

(1) By nmeans of an exclusion for honestead property

pursuant to section 8583.

(ii) By nmeans of a reduction in the mllage rate
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after the limt on the exclusion for honestead property

has been reached under section 8586.

(2) For the fiscal year of inplenentation of an increase
in the rate of inconme tax, all revenues received by a school
district in excess of current revenue plus the percentage
increase in the Statew de average weekly wage shall be used
to reduce the school district of the second through fourth
class real property tax in the follow ng order:

(1) By nmeans of an exclusion for honestead property

pursuant to section 8583.

(i1i) By neans of a reduction in the mllage rate
after the limt on the exclusion for honestead property

has been reached under section 8586.

(c) School district of the first class A --The disposition
of revenue froman incone tax inposed by a school district of
the first class A under the authority of this chapter shal
occur as follows: for the fiscal year of inplenentation of a
new y i nposed incone tax, all revenues received by a school
district of the first class A in excess of current revenue plus
the percentage increase in the Statew de average weekly wage
shall be used first to offset any | ost revenue to the school
district fromthe taxes prohi bited under section 8701(b) in an
anount equal to the revenue the school district collected from
the prohibited taxes in the imediately preceding fiscal year;
second, to offset revenues to be paid to the school district by
the city of the second class pursuant to section 3173-B of the
act of July 28, 1953 (P.L.723, No.230), known as the Second
Cl ass County Code; and third, to reduce the school district real
property tax in the follow ng order:

(1) By neans of an exclusion for honestead property
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1 pursuant to section 8583.

2 (2) By neans of a reduction in the mllage rate after

3 the limt on the exclusion for homestead property has been

4 reached under section 8586.

5 (d) Revenue estimates of departnent.--The departnent shal

6 provide to each taxing jurisdiction that inposes an incone tax
7 under this chapter an estimate of the total dollar anmount of

8 revenue that the taxing jurisdiction can expect to receive from
9 an incone tax for the fiscal year of inplenentation. The

10 departnment may charge the taxing jurisdiction for the actual

11 costs of calculating the requested estimates. Quidelines

12 concerning the costs shall be published in the Pennsyl vania

13 Bulletin. In the event the actual dollar anount of incone tax
14 revenue received by a taxing jurisdiction is less than the

15 estimate of incone tax revenue provided by the departnent, the
16 taxing jurisdiction may increase its real property tax mllage
17 rate to the level necessary to offset any shortfall resulting
18 froman overestimtion of inconme tax revenue, as certified by
19 the departnent, in the fiscal year of inplenentation. The
20 increase shall not be subject to the provisions of section
21 8704(a) (relating to public referendumrequirenents for
22 increasing property taxes previously reduced).
23 Section 5. Sections 8912, 8913 and 8915 of Title 53 are
24 amended to read:
25 8§ 8912. Register for taxes.
26 (a) GCeneral rule.--The departnment shall maintain an official
27 continuing register supplenmented annually of all |ocal earned
28 inconme and net profits, county sales and use and | ocal personal
29 incone taxes |levied under Chapter 87 (relating to other subjects

30 of taxation).
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(b) Contents of register.--The register shall |ist:

(1) The counties, nmunicipalities and school districts

| evying | ocal earned incone and net profits tax, county sal es

and use tax and | ocal personal incone tax.

(2) The rate of tax as stated in the resolution |evying
t he tax.

(3) The rate on taxpayers.

(4) The nane and address of the official responsible for
adm nistering the collection of the tax and from whom
information, forns and copi es of regul ations are avail abl e.

§ 8913. Information for register.
Information for the register shall be furnished by the

county, nunicipality or school district to the departnent as

prescri bed by the department. The information nmust be received
by the departnment no later than July 15 of each year to show new
tax enactnents, repeals and changes. Failure to conply with the
filing date may result in the om ssion of the tax levy fromthe
regi ster for that year. Failure of the departnent to receive
i nformati on of taxes continued w thout change may be construed
by the departnment to nean that the information contained in the
previ ous register remains in force.
§ 8915. Effect of nonfiling.

Enpl oyers shall not be required by any ordi nance to w thhold
fromthe conpensation of their enployees any |ocal earned incone

and net profits tax or | ocal personal incone tax inposed under

Chapter 87 (relating to other subjects of taxation) which is not
listed in the register or to nake reports of conpensation in
connection with taxes not so listed. If the register is not
avai |l abl e by August 15, the register of the previous year shal

continue to be effective for an additional period of not nore
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1 than one year

2 Section 6. This act shall take effect January 1, 2000.
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