PRINTER S N0 1245

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 1009 *55

I NTRODUCED BY BOSCOLA AND GREENLEAF, JUNE 26, 2007

REFERRED TO FI NANCE, JUNE 26, 2007

AN ACT

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

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

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

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

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

6 school districts of the third class and school districts of

7 the fourth class including i ndependent school districts, to

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

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

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

14 prescribing certain definitions and other provisions for

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

17 permtting and requiring penalties to be inposed and

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

25 hereby enacts as follows:

26 Section 1. Section 2 of the act of Decenber 31, 1965

27 (P.L.1257, No.511), known as The Local Tax Enabling Act, anended
28 June 21, 2007 (P.L. , No.7), is anended to read:



Section 2. Delegation of Taxing Powers and Restrictions
Thereon.--(a) The duly constituted authorities of the follow ng
political subdivisions, cities of the second class, cities of
the second class A, cities of the third class, boroughs, towns,
townshi ps of the first class, townships of the second class,
school districts of the second class, school districts of the
third class, and school districts of the fourth class, in al
cases including i ndependent school districts, may, in their
di scretion, by ordinance or resolution, for general revenue
pur poses, |evy, assess and collect or provide for the |evying,
assessnment and col l ection of such taxes as they shall determ ne
on persons, transactions, occupations, privileges, subjects and
personal property within the limts of such political
subdi vi si ons, and upon the transfer of real property, or of any
interest in real property, situate within the political
subdi vi sion | evyi ng and assessing the tax, regardl ess of where
the instrunents maeking the transfers are nade, executed or
delivered or where the actual settlenents on such transfer take
pl ace. The taxing authority may provide that the transferee
shall remain liable for any unpaid realty transfer taxes inposed
by virtue of this act.

(b) Each local taxing authority may, by ordi nance or
resol uti on, exenpt any person whose total inconme from al
sources is less than twel ve thousand dollars ($12,000) per annum
fromthe per capita or simlar head tax, occupation tax or
earned inconme tax, or any portion thereof, and may adopt
regul ations for the processing of clains for exenptions.

(c) (1) Each political subdivision |evying the |ocal
services tax shall exenpt the follow ng persons fromthe |oca

servi ces tax:
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1 (i) Any person who served in any war or armed conflict in
2 which the United States was engaged and is honorably di scharged
3 or released under honorable circunstances from active service
4 if, as aresult of mlitary service, the person is blind,

5 paraplegic or a double or quadruple anputee or has a service-

6 connected disability declared by the United States Veterans'

7 Administration or its successor to be a total one hundred

8 percent pernmanent disability.

9 (i) Any person who serves as a nenber of a reserve

10 conponent of the armed forces and is called to active duty at
11 any time during the taxable year.

12 (2) For purposes of this subsection, "reserve conponent of
13 the armed forces” shall nmean the United States Arny Reserve,

14 United States Navy Reserve, United States Marine Corps Reserve,
15 United States Coast Guard Reserve, United States Air Force

16 Reserve, the Pennsylvania Arny National Guard or the

17 Pennsylvania Air National Guard.

18 (d) Each political subdivision levying the | ocal services
19 tax at a rate exceeding ten dollars ($10) shall, and each
20 political subdivision levying the local services tax at a rate
21 of ten dollars ($10) or |ess may, by ordinance or resolution,
22 exenpt any person fromthe | ocal services tax whose total earned
23 incone and net profits fromall sources within the politica
24 subdivision is |less than twel ve thousand dollars ($12,000) for
25 the cal endar year in which the |ocal services tax is |evied.
26 (e) (1) A person seeking to claiman exenption fromthe
27 local services tax may annually file an exenption certificate
28 with the political subdivision levying the tax and with the
29 person's enployer affirm ng that the person reasonably expects

30 to receive earned inconme and net profits fromall sources within
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the political subdivision of |ess than twelve thousand doll ars
($12,000) in the cal endar year for which the exenption
certificate is filed. In the event the political subdivision
utilizes a tax collection officer pursuant to section 10 of this
act, the political subdivision shall provide a copy of the
exenption certificate to that officer. The exenption certificate
shall have attached to it a copy of all of the enploye's |ast
pay stubs or W2 forns fromenploynment within the political

subdi vision for the year prior to the fiscal year for which the
enpl oye is requesting to be exenpted fromthe |ocal services
tax. Upon receipt of the exenption certificate and until

ot herwi se instructed by the political subdivision |Ievying the
tax or except as required by clause (2), the enployer shall not
wi thhold the tax fromthe person during the cal endar year or the
remai nder of the cal endar year for which the exenption
certificate applies. Enployers shall ensure that the exenption
certificate fornms are readily available to enployes at all tines
and shall furnish each new enploye with a format the tine of
hiring. The Departnent of Community and Econom c Devel opnent
shal | devel op and nmake available to political subdivisions and
enpl oyers uni form exenption certificates required by this

cl ause.

(2) Wth respect to a person who clained an exenption for a
gi ven cal endar year fromthe | ocal services tax, upon
notification to an enployer by the person or by the political
subdi vi sion that the person has received earned i ncone and net
profits fromall sources within that political subdivision equa
to or in excess of twelve thousand dollars ($12,000) in that
cal endar year or that the person is otherwise ineligible for the

tax exenption for that cal endar year, or upon an enployer's
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paynent to the person of earned incone within that politica
subdi vision in an anount equal to or in excess of twelve
t housand dollars ($12,000) in that cal endar year, an enpl oyer
shall withhold the |ocal services tax fromthe person under
cl ause (3).

(3) If a person who clained an exenption for a given
cal endar year fromthe |ocal services tax beconmes subject to the
tax for the cal endar year under clause (2), the enpl oyer shal
wi thhold the tax for the remai nder of that cal endar year. The
enpl oyer shall w thhold fromthe person, for the first payrol
period after receipt of the notification under clause (2), a
lunp sum equal to the amount of tax that was not wi thheld from
the person due to the exenption clainmed by the person under this
subsection, plus the per payroll anopunt due for that first
payrol |l period. The anmount of tax wi thheld per payroll period
for the remaining payroll periods in that cal endar year shall be
t he sane anobunt w thheld for other enployes. In the event the
enpl oynment of a person subject to withholding of the tax under
this clause is subsequently severed in that cal endar year, the
person shall be liable for any outstandi ng bal ance of tax due
and the political subdivision levying the tax may pursue
col l ection under this act.

(4) Except as provided in clause (2), it is the intent of
this subsection that enployers shall not be responsible for
i nvestigating exenption certificates, nonitoring tax exenption
eligibility or exenpting any enploye froma | ocal services tax.

(f) Such local authorities shall not have authority by
virtue of this act:

(1) To levy, assess and collect or provide for the |evying,

assessnment and collection of any tax on the transfer of real
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property when the transfer is by will or nortgage or the
intestate laws of this Comonwealth or on a transfer by the
owner of previously occupied residential prem ses to a buil der
of new residential prem ses when such previously occupi ed
residential premses is taken in trade by such buil der as part
of the consideration fromthe purchaser of a new previously
unoccupi ed single famly residential prem ses or on a transfer
bet ween corporati ons operating housing projects pursuant to the
housi ng and redevel opnent assi stance | aw and the sharehol ders
thereof, or on a transfer between nonprofit industrial

devel opnent agencies and industrial corporations purchasing from
them or on transfer to or fromnonprofit industrial devel opnment
agencies, or on a transfer between husband and wife, or on a
transfer between persons who were previously husband and wife
but who have since been divorced; provided such transfer is nade
within three nonths of the date of the granting of the final
decree in divorce, or the decree of equitable distribution of
marital property, whichever is later, and the property or
interest therein, subject to such transfer, was acquired by the
husband and wi fe, or husband or wife, prior to the granting of
the final decree in divorce, or on a transfer between parent and
child or the spouse of such a child, or between parent and
trustee for the benefit of a child or the spouse of such child,
or on a transfer between a grandparent and grandchild or the
spouse of such grandchild, or on a transfer between brother and
sister or brother and brother or sister and sister or the spouse
of such brother or sister, or on a transfer to a conservancy

whi ch possesses a tax-exenpt status pursuant to section
501(c)(3) of the Internal Revenue Code, and which has as its

pri mary purpose the preservation of |land for historic,
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recreational, scenic, agricultural or open space opportunities,
by and between a principal and straw party for the purpose of

pl aci ng a nortgage or ground rent upon the prem ses, or on a
correctional deed without consideration, or on a transfer to the
United States, the Commonweal th of Pennsylvania, or to any of
their instrunentalities, agencies or political subdivisions, by
gift, dedication or deed in lieu of condemation, or deed of
confirmation in connection with condemation proceedi ngs, or
reconveyance by the condeming body of the property condemmed to
t he owner of record at the tine of condemati on which
reconveyance may include property line adjustnments provided said
reconveyance is nade within one year fromthe date of
condemation, |eases, or on a conveyance to a trustee under a
recorded trust agreenent for the express purpose of hol ding
title in trust as security for a debt contracted at the tine of
t he conveyance under which the trustee is not the | ender and
requiring the trustee to nake reconveyance to the grantor-
borrower upon the repaynent of the debt, or a transfer within a
famly froma sole proprietor famly nenber to a famly farm
corporation, or in any sheriff sale instituted by a nortgagee in
whi ch the purchaser of said sheriff sale is the nortgagee who
instituted said sale, or on a privilege, transaction, subject,
occupation or personal property which is now or does hereafter
become subject to a State tax or |icense fee;

(2) To levy, assess or collect a tax on the gross receipts
fromutility service of any person or conpany whose rates and
services are fixed and regul ated by the Pennsyl vania Public
Utility Comm ssion or on any public utility services rendered by
any such person or conpany or on any privilege or transaction

i nvolving the rendering of any such public utility service;
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(3) Except on sales of adm ssion to places of amusenent,
ot her than on sales of admi ssion to professional baseball events
inacity of the third class with a popul ation of not |ess than
one hundred six thousand and not nore than one hundred seven
t housand based on the 2000 Federal decennial census, or on sales
or other transfers of title or possession of property, to |evy,
assess or collect a tax on the privilege of enploying such
tangi bl e property as is now or does hereafter becone subject to
a State tax; and for the purposes of this clause, real property
rented for canpi ng purposes shall not be considered a place of
amusenent .

(4) To levy, assess and collect a tax on goods and articles
manuf actured in such political subdivision or on the by-products
of manufacture, or on mnerals, tinber, natural resources and
farm products produced in such political subdivision or on the
preparation or processing thereof for use or market, or on any
privilege, act or transaction related to the business of
manuf acturi ng, the production, preparation or processing of
m nerals, tinmber and natural resources, or farm products, by
manuf acturers, by producers and by farners with respect to the
goods, articles and products of their own manufacture,
production or growmh, or on any privilege, act or transaction
relating to the business of processing by-products of
manuf acture, or on the transportation, |oading, unloading or
dunpi ng or storage of such goods, articles, products or by-
products; except that |ocal authorities nmay |evy, assess and
collect a local services tax and taxes on the occupation, per
capita and earned inconme or net profits of natural persons
engaged in the above activities whether doing business as

i ndi vi dual proprietorship or as nmenbers of partnerships or other
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associ ati ons;

(5) To levy, assess or collect a tax on salaries, wages,
conmmi ssi ons, conpensation and earned i ncone of nonresidents of
the political subdivisions: Provided, That this limtation (5)
shall apply only to school districts of the second, third and
fourth cl asses;

(6) To levy, assess or collect a tax on personal property
subj ect to taxation by counties or on personal property owned by
persons, associ ations and corporations specifically exenpted by
| aw fromtaxation under the county personal property tax |aw
Provided, That this limtation (6) shall not apply to cities of
t he second cl ass;

(7) To levy, assess or collect a tax on nmenbership in or
menber shi p dues, fees or assessnent of charitable, religious,
beneficial or nonprofit organi zations including but not limted
to sportsnens, recreational, golf and tennis clubs, girl and boy
scout troops and councils;

(8) To levy, assess or collect any tax on a nobil ehone or
house trailer subject to a real property tax unless the sane tax
is levied, assessed and collected on other real property in the
political subdivision

(9) To levy, assess or collect any tax on individuals for
the privilege of engaging in an occupati on except that such a
tax, to be known as the |ocal services tax, my be |evied,
assessed and collected only by the political subdivision of the
t axpayer's place of enploynent. The follow ng apply:

(1) If alocal services tax is levied at a conbined rate
exceeding ten dollars ($10) in a cal endar year, a person subject
to the |l ocal services tax shall be assessed a pro rata share of

the tax for each payroll period in which the person is engagi ng
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in an occupation. The pro rata share of the tax assessed on the
person for a payroll period shall be determ ned by dividing the
conbined rate of the | ocal services tax levied for the cal endar
year by the nunber of payroll periods established by the

enpl oyer for the cal endar year. For purposes of determning the
pro rata share, an enployer shall round down the amount of the
tax coll ected each payroll period to the nearest one-hundredth
of a dollar. Collection of the |local services tax |evied under
this subcl ause shall be made on a payroll period basis for each
payroll period in which the person is engaging in an occupation,
except as provided in subclause (v).

(1i) 1If a school district |evied an energency and nuni ci pal
services tax on the effective date of this subclause, the schoo
district may continue to levy the local services tax in the sane
amount the school district collected on the effective date of
this subcl ause. However, if a nunicipality |ocated in whole or
in part within the school district subsequently |evies the |ocal
services tax, the school district may only collect five dollars
($5) on persons enployed within the municipality each cal endar
year. A school district that did not |evy an energency and
muni ci pal services tax on the effective date of this subcl ause
shall be prohibited fromlevying the |ocal services tax. If a
school district and a nmunicipality located in whole or in part
within the school district both levy a |ocal services tax at a
conbi ned rate exceeding ten dollars ($10), the school district's
pro rata share of the aggregate |ocal services taxes |evied on
persons enployed within the municipality shall be collected by
the municipality or its tax officer based on payroll periods as
provi ded under subclause (i) and shall be paid to the school

district on a quarterly basis within sixty days of receipt by
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the nunicipality or its tax officer

(i1i1) Except as provided in subclause (ii), no person shal
be subject to the paynent of the |ocal services tax by nore than
one political subdivision during each payroll period as
est abl i shed by subcl ause (iv).

(iv) Wth respect to a person subject to the | ocal services
tax at a conbined rate exceeding ten dollars ($10), the situs of
the tax shall be the place of enploynent on the first day the
per son becones subject to the tax during each payroll period.
Wth respect to a person subject to the |local services tax at a
conbined rate of not nore than ten dollars ($10), the situs of
the tax shall be the place of enploynent determ ned as of the
day the person first becones subject to the tax during the
cal endar year. In the event a person is engaged in nore than one
occupation, that is, concurrent enploynent, or an occupation
whi ch requires the person working in nore than one political
subdi vi sion during a payroll period, the priority of claimto
collect the local services tax shall be in the follow ng order:
first, the political subdivision in which a person nmaintains the
person's principal office or is principally enployed; second,
the political subdivision in which the person resides and worKks,
if the tax is levied by that political subdivision; and third,
the political subdivision in which a person is enployed and
whi ch i nposes the tax nearest in mles to the person's hone.

(v) In the case of concurrent enploynment, an enpl oyer shal
refrain fromw thholding the |ocal services tax, if the enpl oye
provi des a recent pay statenent froma principal enployer that
i ncl udes the name of the enployer, the I ength of the payrol
period and the anount of the |local services tax withheld and a

statement fromthe enploye that the pay statenent is fromthe
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1 enploye's principal enployer and the enploye will notify other

2 enployers of a change in principal place of enploynment within

3 two weeks of its occurrence. The Departnment of Comrunity and

4 Econom c Devel opnent shall devel op a uniform enpl oye stat enent

5 form

6 (vi) The local services tax shall be no nore than fifty-two
7 dollars ($52) on each person for each cal endar year,

8 irrespective of the nunber of political subdivisions wthin

9 which a person may be enpl oyed. Begi nning January 1, 2008, the
10 local services tax shall be no nore than ten dollars ($10) and,
11 in the case of any political subdivision |ocated in a county of
12 the second class, not less than ten dollars ($10) nor nore than
13 fifty-two dollars ($52) on each person for each calendar year. A
14 political subdivision shall provide a taxpayer a receipt of

15 paynent upon request by the taxpayer.

16 (vii) Political subdivisions shall adopt regulations for the
17 processing of refund clainms for overpaid | ocal services taxes

18 for any cal endar year. The regul ations shall be consistent with
19 53 Pa.C. S. 88 8425 and 8426. Refunds nmade within seventy-five
20 days of a refund request or seventy-five days after the |ast day
21 the enployer is required to remt the |ocal services tax for the
22 last quarter of the cal endar year under section 9 of this act,
23 whichever is later, shall not be subject to interest inposed
24 under 53 Pa.C. S. 8§ 8426. Political subdivisions shall only
25 provide refunds for anpbunts overpaid in a cal endar year that
26 exceed one dollar ($1).
27 (viii) The Departnent of Community and Econom c Devel oprent
28 shall provide suggested fornms and technical assistance to
29 facilitate the adm nistration of the |ocal services tax for

30 political subdivisions and reduce the burden of inplenentation,
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accounting and conpliance for enployers and taxpayers.

(i x) For purposes of this clause, "conbined rate" shall nean
t he aggregate annual rate of the |local services tax levied by a
school district and a nmunicipality located in whole or in part
within the school district.

(10) To levy, assess or collect a tax on adm ssions to
notion picture theatres: Provided, That this limtation (10)
shall not apply to cities of the second cl ass.

(11) To levy, assess or collect a tax on the construction of
or inprovenent to residential dwellings or upon the application
for or issuance of permts for the construction of or
i nprovenents to residential dwellings.

(12) To levy, assess and collect a nercantile or business
privilege tax on gross receipts or part thereof which are: (i)
di scounts allowed to purchasers as cash di scounts for pronpt
paynent of their bills; (ii) charges advanced by a seller for
freight, delivery or other transportation for the purchaser in
accordance with the terns of a contract of sale; (iii) received
upon the sale of an article of personal property which was
acquired by the seller as a trade-in to the extent that the
gross receipts in the sale of the article taken in trade does
not exceed the anount of trade-in allowance nade in acquiring
such article; (iv) refunds, credits or allowances given to a
pur chaser on account of defects in goods sold or nerchandise
returned; (v) Pennsylvania sales tax; (vi) based on the val ue of
exchanges or transfers between one seller and anot her seller who
transfers property with the understanding that property of an
i dentical description will be returned at a subsequent date;
however, when sellers engaged in simlar |lines of business

exchange property and one of them nakes paynent to the other in

2007051009B1245 - 13 -



© 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

addition to the property exchanged, the additional paynent
recei ved may be included in the gross receipts of the seller
recei ving such additional cash paynents; (vii) of sellers from
sales to other sellers in the same |line where the seller
transfers the title or possession at the sane price for which
the seller acquired the nmerchandise; or (viii) transfers between
one departnent, branch or division of a corporation or other
busi ness entity of goods, wares and nerchandi se to anot her
departnment, branch or division of the sanme corporation or

busi ness entity and which are recorded on the books to refl ect
such interdepartnmental transactions.

(13) To levy, assess or collect an amusenent or adm ssions
tax on menbershi p, nenbership dues, fees or assessnents,
donations, contributions or nonetary charges of any character
what soever paid by the general public, or a limted or selected
nunber thereof, for such persons to enter into any place,

i ndoors or outdoors, to engage in any activities, the
predom nant purpose or nature of which is exercise, fitness,
heal t h mai nt enance, inprovenent or rehabilitation, health or
nutrition education, or weight control.

(14) Except by cities of the second class, to | evy, assess
or collect a tax on payroll amunts generated as a result of
busi ness activity.

(15) Except by cities of the second class in which a sports
stadi um or arena that has received public funds in connection
with its construction or maintenance is |located, to | evy, assess
and collect a publicly funded facility usage fee upon those
nonr esi dent individuals who use such facility to engage in an
athletic event or otherwi se render a performance for which they

recei ve renunerati on.
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(16) To levy, assess or collect an amusenent or adm ssions
tax on the charge i nposed upon a patron for the sal e of
adm ssion to or for the privilege of adm ssion to a bowing
alley or bowing |lane to engage in one or nore ganes of bow i ng.

i ncome” and "net profits" shall have the same neani ngs as those

1
2
3
4
5 (g) For the purposes of this section, the terns "earned
6
7 ternms are given in Division |I of section 13.

8

Section 2. This act shall take effect imediately.
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