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No.2001-24

AN ACT

HB 550

Providingfor optionaloccupationtax replacement;andmakingarepeaL

The GeneralAssemblyof the Commonwealthof Pennsylvaniahereby

enactsasfollows:

Section1. Shorttitle.
This act shall be knownandmay be citedas the OptionalOccupation

Tax EliminationAct.
Section2. Definitions.

The following wordsandphraseswhenusedin this actshall havethe
meaningsgiven to them in this sectionunlessthe contextclearly indicates
otherwise:

“Earnedincome tax.” A tax on earnedincomeandnet profits levied
under section 13 of the act of December31, 1965 (P.L.1257, No.511),
known asTheLocalTax EnablingAct.

“Electionofficials.” Thecountyboardof electionsof acounty.
“Governingbody.” A boardof schooldirectorsofaschooldistrict.
“Occupation tax.” A tax based upon an assessedvaluation of a

particulartrade,occupationor profession.Theterm includesa tax imposed
on a flat rateon all trades,occupationsor professions.The term doesnot
includea tax uponpersonsemployedin ataxingdistrict, commonlyknown
asan occupationalprivilege tax.

“Political subdivision.” Anyschooldistrict.
“The Local Tax Enabling Act.” The act of December 31, 1965

(P.L.1257,No.511),knownasTheLocal Tax EnablingAct.
Section3. Occupationtax replacementgenerally.

A political subdivisionthat leviesan occupationtax mayreplacethe
revenuesprovidedby the occupationtax by increasingtherateof theearned
incometax asprovidedin thisact.
Section4. Earnedincometax ratelimits.

(a) Earnedincometax rate limits.—For the first fiscal yearbeginning
after approval of the referendumunder section 7 and each fiscal year
thereafter, the governing body of a political subdivision using the
proceduresauthorizedby this act shall be authorizedto imposethe earned
incometax at aratenot exceedingthemaximumearnedincometax rateas
calculatedundersubsection(b).

(b) Calculationof maximumearnedincome tax rate.—Themaximum
earnedincometax rateshall be determinedby taking the sum of the rates
calculatedunderparagraphs(1) and(2) andlimited by paragraph(3):

(1) Therateof theearnedincometax that would haveresultedin the
collectionby the political subdivisionof an amountequalto theamount
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collectedfrom the occupation tax. This calculation shall be made using
actualrevenuecollectionsfor the fiscal yearendingimmediatelyprior to
the dateof thereferendum under section7.

(2) The rate at which the earned income tax was collectedby the
political subdivisionfor the fiscal yearendingimmediatelyprior to the
dateofthe referendum under section7.

(3) The tax rate determinedunder paragraphs (I) and(2) shall be
roundedoff to the nearestincrementof five hundredthsof onepercent.

The maximum rate of the earned income tax calculated under this
subsectionshall not be subject to the limits on the earned income tax
specifiedin section8(3) of TheLocal Tax EnablingAct.

(c) Other rates of taxation.—If a municipality or school district, bothof
which imposean earnedincome tax on the sameindividual under The
Local Tax EnablingAct andboth of which are limited to or haveagreed
uponadivision of the tax rate in accordancewith section8(3) of The Local
Tax Enabling Act, andthe school district receives voter approval under
section7and optsto increasethe rate of earned incometax in excessof that
limit or agreement,then the municipality shall remain subjectto that limit
or agreement.
Section5. Occupationtax prohibited.

For the first fiscal year beginning after approval of the referendum
required under section 7 and each fiscal year thereafter,a political
subdivisionisprohibitedfrom levying,assessingor collectingan occupation
tax. This sectionshall not apply to the collection of delinquent occupation
taxes.
Section6. Resolution required.

The governing body may seekauthority to increasethe maximum limits
of the earnedincometax by adopting aresolution to place areferendumon
the ballot pursuantto section7. Thegoverning body shall transmitacopy of
the resolution to the appropriate election officials. Prior to approving the
resolution,thegoverningbody shall:

(1) Give public notice of its intent to adopt the resolution in the
mannerprovidedby section4of TheLocal Tax EnablingAct.

(2) Conduct at leastone public hearingregardingeliminating the
occupation tax andincreasing the maximumrate of the earned income
tax.

Section7. Bindingreferendum.
(a) Referendum to be held.—A political subdivision may increasethe

maximum rate of the earnedincome tax only by obtaining the approval of
the electorateof the affected political subdivision in a public referendum at
the general or municipal election preceding the fiscal year when the
maximum rate of the earnedincome tax will be increased.The election
officials shall causea questionto be placedon the ballot at the first general
or municipal election occurring at least 90 days after their receipt of the
resolution requiredin section6.
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(b) Contentsof question.—Thereferendumquestionmust state the
maximumrateof the earned incometax calculated under section4 and that
the additional revenue generatedby an increasein the earnedincome tax
will be used to eliminate the occupationtax. The question shall be in clear
languagethat is readily understandableby a layperson.For the purposeof
illustration,areferendum questionmay be framed asfollows:

Do you favor increasing the rate of the earnedincome tax to a
maximum of X%, with the requirement that the increasebe usedto
eliminatetheoccupationtax?

(c) Vote.—If amajority of the electors voting on the questionvote “yes,”
then thegoverningbody shall beauthorized to implement an increasein the
earnedincometax pursuantto section4 andshall berequiredto eliminate
the occupationtax as required by section 5. If a majority of the electors
voting on the question vote “no,” the governing body shall have no
authority to increasethe rate of the earnedincome tax above the maximum
rateotherwiseprovided by law.

(d) Voting proceedings.—Proceedingsunder this section shall be in
accordancewith the provisions of the act of June 3, 1937 •(P.L.1333,
No.320),knownasthePennsylvaniaElectionCode.
Section8. Applicability.

This act shall apply to political subdivisionswhich levy an occupation
tax on thedateof enactmentof thisact.
Section9. Effectivedate.

Thisactshalltakeeffect immediately.

APPRoVED—The22nd dayof June,A.D. 2001.

THOMAS J. RIDGE


