2007 Taxation Update
Proposed changes to Pennsylvania’s earned income tax collection system was the topic among others at the Local Government Academy’s 2007 Taxation Update Program held at the Regional Learning Alliance in Cranberry Township on November 8, 2007. Presenters informed those in attendance about the Senate Bill 1063, as well as reviewed procedural changes to the collection of what was formerly known as the Occupational Privilege tax and the Emergency and Municipal Services Tax (EMST) tax—now the Local Services Tax (LST). Finally, Common Pleas Judge R. Stanton Wettick's decision that Allegheny County's 2002 base-year real estate assessment is unconstitutional was reviewed and next steps in the case and in the administration of the real estate tax collection system were considered.
Michael Foreman, Deborah Grass, and Christian Muniz of the Governor’s Center for Local Government Services opened the program with a presentation of the EIT collection system reform proposed in PA Senate Bill 1063. The bill would consolidate the local collection of earned income tax revenue across the state. Currently, tax collection is conducted by 560 collectors, and the bill reduces this number to 66, or one per county. This excludes Philadelphia, which has previously consolidated tax collection. Foreman and Grass presented a list of the estimated EIT revenues lost to each county annually because of inefficiencies in collection. Inefficiencies include the lack of uniform withholding, remittance, distribution & reporting, and rules & forms, and the thoroughness of tax collectors in training, record-keeping, and delinquent tax collection. Proponents of the bill say that county wide consolidation would reduce compliance burdens on taxpayers and employers who can become confused or frustrated by the processes of collection and remittance.
A discussion among the Governor’s Center for Local Government Services’ representatives and program attendants revealed that many see the proposed collection system as lacking assurance of a rigorous collection system.   Some oppose county wide consolidation and want to consolidate tax collection at the school district level. Others, particularly those in municipalities who feel their tax collection is “well run”, think that they should be able to opt-out of the consolidation district without going through a lot of red tape.  One argument is that the mandatory county wide collection bureaus would create another layer of bureaucracy in the collection system, and some attendants wondered what the overhead costs of maintaining these agencies would be. Finally, questions were raised on discrepancies between municipalities in delinquent collection, employer withholding and remittance practices, and a perceived burden of compliance on taxpayers. 

The Senate Finance Committee has unanimously approved the bill. An amendment to the Senate detailing the opt-out procedure has also been passed. Previously, the bill had an opt-out option, but the burden of proof was on the municipality to show that their tax receipts had been significantly impacted. The amendment also looked at other issues raised by the State Associations. According to Christian Muniz of the Governor’s Center for Local Government Services, the Pennsylvania State Association of Boroughs (PSAB), Pennsylvania State Association of Township Supervisors (PSATS), and the Pennsylvania League of Cities and Municipalities (PLCM) currently support the bill with the passing of the amendment. However, the nature of policy making is dynamic, and new amendments to the bill could be proposed. To read and comment on two opinions on SB 1063, visit the LGA Lyceum.
Foreman and Grass also discussed the changes to the Emergency and Municipal Services Tax (EMST), which has led to the Local Services Tax (LST). The change will go into effect on January 1, 2008, bringing with it some procedural and implementation issues. Attendants at the Taxation Update program were informed on the new requirements, such as exemption status, and were given information on procuring assistance in dealing with the change.  The Governor’s Center for Local Government Services has tax forms and sample ordinances available on the DCED website. 
Lastly, Pete Havern, Assistant County Manager for Allegheny County, spoke to attendants about the implications of Judge Wettick's real-estate assessment decision on municipalities and school districts. The Allegheny County Chief Executive Dan Onorato decided to use the figures from the 2002 real-estate assessment instead of those from a more recent assessment which would have increased averages by about 20 percent for homeowners. Although most counties in PA use the 2002 base year figures, Judge Wettick ruled Allegheny County's 2002 base-year real estate assessment unconstitutional in June of this year. He also ordered Allegheny County to reassess properties in 2008 and 2009. Allegheny County appealed this decision, and the case is waiting to be heard by the PA Supreme Court.
LGA thanks all program presenters and participants for making the 2007 Taxation Update a success.  To find out when the 2008 Taxation Update is being held, subscribe to LGA’s e-newsletter, Academy Notes.  

