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P R O C E E D I N G S 

CHAIRMAN ADOLPH: Good m o r n i n g , 

e v e r y o n e . I ' d l i k e t o c a l l t o o r d e r t h e House 

A p p r o p r i a t i o n s F i s c a l P o l i c y S u b c o m m i t t e e h e a r i n g 

on S e n a t e B i l l 405, t h e B u s i n e s s P r i v i l e g e Tax 

C o l l e c t i o n . 

My name i s B i l l A d o l p h . I 'm t h e 

R e p u b l i c a n c h a i r o f t h e House A p p r o p r i a t i o n s 

C o m m i t t e e . And I have some o p e n i n g r e m a r k s . I ' l l 

be v e r y b r i e f . The s u b c o m m i t t e e c h a i r , G o r d o n 

D e n l i n g e r , w i l l be c h a i r i n g t h e c o m m i t t e e . 

I want t o t h a n k , f i r s t o f a l l , 

R e p r e s e n t a t i v e G o r d o n D e n l i n g e r f o r h i s i n t e r e s t i n 

h a v i n g t h i s h e a r i n g . As t h e House was a s k e d t o 

c o n s i d e r S e n a t e B i l l 40 5, members o f t h e h o u s e 

s t a r t e d t o h e a r f r o m l o c a l o f f i c i a l s a b o u t t h e 

i m p a c t t h i s l e g i s l a t i o n may have on l o c a l t a x 

c o l l e c t i o n s . I , a l o n g w i t h R e p r e s e n t a t i v e 

D e n l i n g e r , t h e A p p r o p r i a t i o n s C o m m i t t e e F i s c a l 

P o l i c y s u b c o m m i t t e e c h a i r , t h o u g h t i t w o u l d be b e s t 

t o b r i n g a l l t h e s t a k e h o l d e r s t o g e t h e r f o r a 

h e a r i n g and g e t a l l t h e i n f o r m a t i o n o u t on t h e 

t a b l e . 

I hope t h i s h e a r i n g w i l l be h e l p f u l and 

answer some o f o u r q u e s t i o n s t h a t members have had 



on t h i s l e g i s l a t i o n and g i v e us t h e i n f o r m a t i o n we 

ne e d t o make and d e t e r m i n e on how t h i s l e g i s l a t i o n 

w o u l d i m p a c t o u r l e g i s l a t i v e d i s t r i c t s . 

W i t h t h a t , I w i l l t u r n i t o v e r t o t h e 

s u b c o m m i t t e e c h a i r m a n and t h a n k h i m f o r h i s 

l e a d e r s h i p on t h i s i s s u e . And, R e p r e s e n t a t i v e , i f 

y o u ' d l i k e o t h e r members t o i d e n t i f y t h e m s e l v e s , 

i t ' s y o u r p l e a s u r e . 

SUBCOMMITTEE CHAIRMAN DENLINGER: Thank 

y o u . Thank y o u , C h a i r m a n A d o l p h . 

Good m o r n i n g , e v e r y o n e . A p p r e c i a t e 

y o u r i n t e r e s t i n t h i s v e r y i m p o r t a n t t a x i s s u e . 

We do want t o ask t h e members i f t h e y 

w o u l d go a r o u n d and i d e n t i f y t h e m s e l v e s and t h e i r 

home d i s t r i c t . W e ' l l b e g i n o v e r t o t h e t a b l e on my 

l e f t . 

RE P . SONNEY: R e p . C u r t Sonney, 4 t h 

D i s t r i c t , E r i e C o u n t y . 

R E P . P E I F E R : Good m o r n i n g . M i k e 

P e i f e r , 1 3 9 t h D i s t r i c t , Wayne, P i k e , and Monroe 

C o u n t i e s . 

R E P . CHRI STI ANA: J i m C h r i s t i a n a , 

B e a v e r C o u n t y . 

R E P . P E T R I : S c o t t P e t r i , B u c k s C o u n t y . 

R E P . BOBACK: K a r e n B o b a c k , 11 7 t h , 



Wyoming, L u z e r n e , and C o l u m b i a C o u n t i e s . 

R E P . MILLARD: D a v i d M i l l a r d , C o l u m b i a 

C o u n t y . 

R E P . V I T A L I : G r e g V i t a l i , D e l a w a r e 

C o u n t y . 

R E P . CONKLIN: S c o t t C o n k l i n , C e n t r e 

C o u n t y . 

R E P . MARKOSEK: J o e M a r k o s e k , A l l e g h e n y 

C o u n t y and W e s t m o r e l a n d C o u n t y . 

R E P . MAHONEY: Tim Mahoney, F a y e t t e 

C o u n t y . 

SUBCOMMITTEE CHAIRMAN DENLI NGER: V e r y 

g o o d . Thank y o u , members. 

We're a p p r o a c h i n g an i s s u e t h a t I t h i n k 

i s v e r y , v e r y i m p o r t a n t and t i m e l y . A p p r e c i a t e 

S e n a t o r B r o w n e ' s b r i n g i n g f o r w a r d SB 40 5 t o d e a l 

w i t h an i s s u e t h a t i s , I g u e s s you c o u l d s a y , 

c r e a t i n g somewhat o f a s t i r i n t h e r e a l m o f 

B u s i n e s s P r i v i l e g e T a x . T h i s i s t h e r e s u l t o f some 

c o u r t d e c i s i o n s t h a t do n o t m a t c h w i t h t h e L o c a l 

Tax E n a b l i n g A c t , A c t 51 1, I b e l i e v e , o f 1 9 6 5 . 

F i r s t , we w i l l ask t h e s e n a t o r i f he 

w o u l d g i v e us a b i t o f b a c k g r o u n d what b r o u g h t us 

t o t h i s i s s u e and t h e n an e x p l a n a t i o n a b o u t t h i s 

b i l l . And i f you c a r e t o a d v o c a t e f o r i t , w e ' l l 



w e l come t h a t , c e r t a i n l y . 

S e n a t o r , w e l come. 

SENATOR BROWNE: Thank y o u , 

M r . C h a i r m a n . 

I t h o u g h t I s t o p p e d c r e a t i n g a s t i r 

when I l e f t t h i s room h e r e . I t i s g o o d t o be 

b a c k . I a p p r e c i a t e t h e o p p o r t u n i t y and t h e 

i n t e r e s t o f House members and C h a i r m a n A d o l p h i n 

c o n s i d e r i n g t h e p r o v i s i o n s o f S e n a t e B i l l 20 5 

( s i c ) . 

W i t h t h e c o m m i t t e e ' s i n d u l g e n c e , I 

w o u l d l i k e t o make a s t a t e m e n t and t h e n open i t up 

f o r any q u e s t i o n s o r comments, i f t h a t ' s o k a y . 

Thank y o u . 

M r . C h a i r m a n , members o f t h e c o m m i t t e e , 

S e n a t e B i l l 405 t h e p u r p o s e o f S e n a t e B i l l 405 

i s t o c l a r i f y t h e d e f i n i t i o n and i m p o s i t i o n o f t h e 

B u s i n e s s P r i v i l e g e Tax t o what I and s p o n s o r s and 

s u p p o r t e r s o f t h i s m e asure b e l i e v e c o n f o r m s w i t h 

t h e o r i g i n a l i n t e n t o f A c t 511 o f 19 65, t h e L o c a l 

Tax E n a b l i n g A c t . 

A l t h o u g h I was n o t h e r e f o r t h a t , e v e n 

t h o u g h I m i g h t l o o k l i k e I was, A c t 511 was a d o p t e d 

i n a t i m e when i n c r e a s i n g m o b i l i t y o f PA's 

p o p u l a t i o n and b u s i n e s s a c t i v i t y were e v e r 



i n c r e a s i n g , as p o p u l a t i o n and b u s i n e s s e s and t h e i r 

a c t i v i t i e s were m o v i n g o u t o f u r b a n c o r e s and 

c i t i e s i n t o s u b u r b s b e c a u s e t h e r e was -- w a s , a t 

t h a t t i m e , no s t a t e - w i d e s t a n d a r d o f i m p o s i t i o n o f 

l o c a l non r e a l e s t a t e t a x a t i o n , i n d i v i d u a l s and 

b u s i n e s s e s were o f t e n a s k e d t o pay t a x on t h e same 

income i n m u l t i p l e p l a c e s . 

A c t 511 s o u g h t t o p r o v i d e a c e r t a i n t y 

i n t h i s m a t t e r by c o m b i n i n g t h e n e x u s o f t a x a t i o n 

t o t h e r e s i d e n c e o f t h e i n d i v i d u a l s a n d , 

e s s e n t i a l l y , r e s i d e n c e s o f b u s i n e s s e s . T h a t 

r e s i d e n c e o f b u s i n e s s b e i n g t h e p l a c e where t h e 

e n t e r p r i s e has t h e i r p e r m a n e n t p l a c e o f o p e r a t i o n s , 

t h e f i x e d l o c a t i o n where t h e y d i r e c t t h e i r 

o p e r a t i o n s f r o m . 

T h i s r e m a i n e d t h e u n d e r s t o o d s t a n d a r d 

f o r many y e a r s . B u t as t h i s a c t i v i t y c o n t i n u e d t o 

be more m o b i l e and n o t r e s t r i c t e d t o m u n i c i p a l 

b o u n d a r i e s , l o c a l g o v e r n m e n t s began e x p a n d i n g t h e i r 

d e f i n i t i o n o f what was t h e p r i v i l e g e s o f d o i n g 

b u s i n e s s t o i n c l u d e b u s i n e s s a c t i v i t y w i t h i n t h e i r 

b o r d e r s , e v e n t h o u g h b a s e o f o p e r a t i o n s m i g h t be 

e l s e w h e r e . 

The p o s i t i o n o f t h e supreme c o u r t on 

t h i s m a t t e r was c o n s i s t e n t w i t h i t s o r i g i n a l 



i n t e r p r e t a t i o n u n t i l 2007, when, i n R e n d i n a v. 

H a r r i s b u r g , i t r e v e r s e d , o r some m i g h t sa y 

c l a r i f i e d , i t s p r i o r 1986 d e c i s i o n i n G i l b e r t i v. 

C i t y o f P i t t s b u r g h and s t a t e d t h a t t h e l o c a l i t y 

c o u l d t a x b u s i n e s s a c t i v i t y w i t h i n i t s b o r d e r s as a 

p r i v i l e g e o f d o i n g b u s i n e s s e v e n t h o u g h t h e i r b a s e 

o f o p e r a t i o n was e l s e w h e r e . 

A l t h o u g h t h i s d e c i s i o n may p r o v i d e more 

c e r t a i n t y t o l o c a l g o v e r n m e n t as t o t h e c o n n e c t i o n 

o f t h e c o s t o f m u n i c i p a l s e r v i c e s t o a c t i v i t y 

w i t h i n t h e i r b o r d e r s , i n my s i n c e r e o p i n i o n , more 

c o m p e l l i n g w i t h t h i s i s what c h a l l e n g e s i t p r e s e n t s 

t o t h o s e p a y i n g t h e b i l l s . I n t h i s r e g a r d , I 

b e l i e v e t h a t i t r a i s e s a b a s i c i s s u e o f f a i r n e s s t o 

t a x p a y e r s , and t h a t i s a p r o b l e m f o r a t a x p a y e r t o 

pay t h e same t a x on t h e same r e c e i p t s i n two 

s e p a r a t i o n l o c a t i o n s . D o u b l e t a x a t i o n b e i n g a 

m a t t e r t h a t many b e l i e v e i s a c o r e v i o l a t i o n o f 

p r o p e r t a x p o l i c y . 

I n t h i s c a s e , t h e b a l a n c e o f l o c a l 

g o v e r n m e n t r e c e i p t s and e x p e n d i t u r e s i s done a t 

s i g n i f i c a n t e x p e n s e t o t h o s e a s k e d by t h i s 

g o v e r n m e n t t o p r o v i d e f o r i t . 

The supreme c o u r t , i n i t s c o n f l i c t i n g 

d e c i s i o n i n G i l b e r t i and R e n d i n a , p r o v i d e d f o r t h e 



p o s s i b i l i t y o f d o u b l e t a x a t i o n . I n R e n d i n a , i t 

a r g u e d , t h e n e x u s f o r t a x i n g t h o s e a c t i v i t i e s 

e s t a b l i s h e d by R e n d i n a , and, i n t h i s r e s p e c t , i t 

d oes n o t d e p e n d on t h e p r e s e n c e o f a b a s e o f 

o p e r a t i o n s t o w h i c h o t h e r c o m m e r c i a l a c t i v i t i e s may 

be a t t r i b u t e d . P u t d i f f e r e n t l y , a l t h o u g h G i l b e r t i 

f o u n d t h a t t a x p a y e r s m a i n t e n a n c e o f an i n - c i t y b a s e 

o f o p e r a t i o n s f r o m w h i c h i t d i r e c t e d 

e x t r a t e r r e s t r i a l a c t i v i t i e s was a s u f f i c i e n t 

c o n d i t i o n t o p e r m i t t a x a t i o n on s u c h a c t i v i t i e s , i t 

d i d n o t f o l l o w t h a t t h e e x i s t e n c e o f s u c h an o f f i c e 

i s a n ece s s a r y con d i t i o n f o r t he t a x a t i on o f 

b u s i n e s s a c t i v i t i e s t h a t o c c u r o n l y i n s i d e t h e 

t a x i n g m u n i c i p a l b o u n d a r i e s , t h u s p r e s e n t i n g t h e 

c o n f l i c t . 

U n d er t h e c u r r e n t c o n f l i c t i n g s t a n d a r d s 

e s t a b l i s h e d by t h e supreme c o u r t u n d e r R e n d i n a , a 

b u s i n e s s c o u l d , h y p o t h e t i c a l l y , do b u s i n e s s i n 

f i f t y m u n i c i p a l i t i e s and have t o f i l e f o r m s and pay 

t a x i n f i f t y m u n i c i p a l i t i e s . T h i s p r e s e n t s a 

s i g n i f i c a n t b u r d e n on t h a t b u s i n e s s and p r e s e n t s a 

c i r c u m s t a n c e t h a t s p e c i f i c a l l y v i o l a t e s what A c t 

511 was w r i t t e n t o a d d r e s s . 

J u s t i m a g i ne i f t h e s ame s t a n d a r d was 

a p p l i e d t o w o r k e r s . The h y p o t h e t i c a l t r a v e l i n g 



c o n s t r u c t i o n w o r k e r o r s a l e s m a n , h a v i n g t o f i l e 

f i f t y r e t u r n s i n f i f t y m u n i c i p a l i t i e s w i t h c r e d i t 

g o i n g b a c k and f o r t h . T h i s a s s e m b l y w r o t e A c t 51 1 

t o s p e c i f i c a l l y p r e v e n t t h i s f r o m o c c u r r i n g . Keep 

i n m i n d , t h o s e s t a n d a r d s a r e b a s e d on n e x u s o f 

r e s i d e n c e , b a s e o f o p e r a t i o n , r e s i d e n c y . So i t 

w o u l d -- i t w o u l d a l s o be c o n s i s t e n t t o a p p l y t h e 

same s t a n d a r d o f r e s i d e n c e , t o o , t h a t i t w o u l d 

a p p l y t o b u s i n e s s e s i f you were t o e x t e n d 511 t o 

where t h e c o u r t has t a k e n i t . 

I t i s my u n d e r s t a n d i n g t h a t , o f t h e 

t h r e e h u n d r e d and t w e l v e m u n i c i p a l i t i e s t h a t i m pose 

t h e B u s i n e s s P r i v i l e g e Tax, i t ' s n o t t h r e e h u n d r e d 

t w e l v e . I t i s a l s o my u n d e r s t a n d i n g t h a t i t i s 

common p r a c t i c e f o r l o c a l i t i e s where t h e b a s e o f 

o p e r a t i o n o f b u s i n e s s i s l o c a t e d t o a l l o w f o r a 

c r e d i t a g a i n s t t a x f o r B u s i n e s s P r i v i l e g e Tax 

i m p o s e d e l s e w h e r e , w h i c h i s a -- i n t e r m s o f d o u b l e 

t a x a t i o n , a r e a s o n a b l e p r a c t i c e . 

However, t h e r e i s s e v e r a l c h a l l e n g e s 

w i t h t h i s t r e a t m e n t . T h i s p r a c t i c e i s n o t p r o v i d e d 

i n A c t 51 1, and, t h e r e f o r e , c a n v a r y p e r l o c a t i o n , 

and, o f c o u r s e , adds a d d i t i o n a l c o m p l e x i t y t h a n one 

r e t u r n i n t h e b a s e o f o p e r a t i o n s , and i t d e p r i v e s 

t h e m u n i c i p a l i t y o f t h e b a s e o f o p e r a t i o n s o f t a x 



r e c e i p t s , c o u n t e r t o t h e o r i g i n a l i n t e n t o f A c t 

5 1 1 . 

I n a d d i t i o n , t h e d e c i s i o n s o f t h i s 

a s s e m b l y r e g a r d i n g B u s i n e s s P r i v i l e g e T a x a f t e r 511 

a l s o a r e i m p o r t a n t t o c o n s i d e r . I n A c t 14 5 o f 

198 8, t h i s a s s e m b l y r e s t r i c t e d t h e a b i l i t y o f 

l o c a l i t i e s t o i m p o s e B u s i n e s s P r i v i l e g e T a x o r 

e x p a n d i t s a p p l i c a b i l i t y a f t e r 19 8 8 . P r i o r t o t h e 

a c t , t h e i n t e r p r e t a t i o n o f t h e B u s i n e s s P r i v i l e g e 

T a x by t h e supreme c o u r t was s t i l l c l e a r l y b a s e d on 

b a s e o f o p e r a t i o n s . T h e r e f o r e , l o c a l o r d i n a n c e s , 

p r i o r t o 1 9 9 8 , w h i c h a l l o w e d t a x a t i o n o f 

t r a n s a c t i o n s r e g a r d l e s s o f t h e b a s e o f o p e r a t i o n s 

l o c a t i o n was c o n t r a r y t o supreme c o u r t p o s i t i o n s a t 

t h e t i m e . 

T h o s e t h a t b r o a d e n e d t h e i r o r d i n a n c e o r 

i t s a p p l i c a b i l i t y s u b s e q u e n t t o A c t 145 d i d i t e v e n 

t h o u g h A c t 1 45 d i d n o t a l l o w i t . T h i s m a t t e r 

r a i s e s t h e q u e s t i o n o f how t h i s c u r r e n t t r e a t m e n t 

i s p o s s i b l e i n t h e f i r s t p l a c e . 

B e c a u s e I w a n t e d t o b r i n g t h e m a t t e r 

f o r y o u r p o s s i b l e c o n s i d e r a t i o n i n t e r m s o f 

c o n c e r n s o v e r t h i s b i l l , j u s t f o r t h e c o m m i t t e e t o 

c o n s i d e r . S i n c e t h e i s s u e I and s u p p o r t e r s o f 

S e n a t e B i l l 405 a r e t r y i n g t o a d d r e s s i s t h e i s s u e 



o f f a i r n e s s p r e s e n t e d by t h e p o s s i b i l i t y o f d o u b l e 

t a x a t i o n , t h e q u e s t i o n a r i s e s as t o what i s t h e 

p r o p e r t r e a t m e n t f o r an e n t e r p r i s e t h a t has i t s 

b a s e o f o p e r a t i o n s i n a j u r i s d i c t i o n w h i c h does n o t 

i m p ose t h e B u s i n e s s P r i v i l e g e T a x . I n t h i s c a s e , 

t o be c o n s i s t e n t w i t h t h i s p o l i c y , I b e l i e v e i t ' s 

r e a s o n a b l e a t l e a s t t o c o n s i d e r w h e t h e r t o a l l o w a 

j u r i s d i c t i o n where a t r a n s a c t i o n i s p e r f o r m e d t o 

i m p ose t a x on t h o s e r e c e i p t s i f t h e y ' r e n o t p a y i n g 

them i n t h e p l a c e o f t h e b a s e o f o p e r a t i o n s . 

A l t h o u g h t h e c o m p l i a n c e c o m p l e x i t y 

r e m a i n s . You s t i l l w i l l have a s i g n i f i c a n t amount 

o f c o m p l i a n c e c o m p l e x i t i e s as b u s i n e s s e s a r e 

r e q u i r e d t o f i l e f o r m s on a t r a n s a c t i o n b a s i s , and, 

a t l e a s t i n t h i s c a s e , t h e b u s i n e s s w i l l n o t be 

p a y i n g t a x t w i c e on t h e same r e c e i p t s . 

I welcome t h e c o m m i t t e e ' s d i s c u s s i o n 

and c o n s i d e r a t i o n o f t h i s p o s s i b i l i t y . 

Mr. C h a i r m a n , members o f t h e c o m m i t t e e , 

i n s u p p o r t i n g t h i s d e c i s i o n i n R e n d i n a , t h e supreme 

c o u r t s t a t e d : I n t h i s r e s p e c t , we n o t e t h a t i t 

a u t h o r i z e s t h e l o c a l t a x e s on s u c h t h i n g s as 

t r a n s a c t i o n s , p r i v i l e g e s , and o c c u p a t i o n s , t h e 

g e n e r a l a s s e m b l y u s e d t e r m s t h a t a r e b r o a d , 

o v e r l a p p i n g , and i m p r e c i s e . 



I s i n c e r e l y b e l i e v e , t o t h e most b a s i c 

d e g r e e , t h a t i n r e g a r d s t o t h e B u s i n e s s P r i v i l e g e 

Tax, S e n a t e B i l l 405 s p e c i f i c a l l y a n s w e r s t h e 

c o u r t ' s c h a r g e i n a way t h a t p r o t e c t s t h i s 

a s s e m b l y ' s p r e r o g a t i v e o v e r t h e o r i g i n a l i n t e n t i n 

t h e work we p e r f o r m . 

I want t o t h a n k t h e c o m m i t t e e f o r 

c o n s i d e r a t i o n and f o r a l l o w i n g me. Be happy t o 

t a k e any q u e s t i o n s o r comments. 

Thank y o u . 

SUBCOMMITTEE CHAIRMAN DENLINGER: Thank 

y o u , S e n a t o r B r o w n e . We a p p r e c i a t e t h a t d e t a i l e d 

t e s t i m o n y . 

I'm w o n d e r i n g , as i t r e l a t e s t o y o u r 

home a r e a o f s e r v i c e , d i d y o u r i n t e r e s t o r 

c o n n e c t i o n s t o t h i s i s s u e , was i t d r i v e n by 

t a x a t i o n ? 

SENATOR BROWNE: No. I t was -- was 

m o s t l y a p o l i c y i s s u e . T h e r e ' s -- c u r r e n t l y , t h e 

PA a s s o c i a t i on o f l o c a l g o v e r n a n c e s i s t r y i n g t o 

c o n t i n u e t o q u a n t i f y what t h e p o t e n t i a l i m p a c t o f 

t h i s i s on l o c a l c o m m u n i t i e s , and t h e r e ' s , a t t h i s 

p o i n t i n t i m e -- I 'm n o t s u r e t h e c o m m i t t e e has i t 

t h e r e -- I t h i n k i t ' s a b o u t f i f t e e n o r t w e n t y who 

have r e p o r t e d what t h i s may do t o t h e i r c u r r e n t 



f i s c a l i m p a c t . B u t as f a r as my l o c a l d i s t r i c t , 

t h a t w a s n ' t my -- t h a t w a s n ' t my m o t i v a t i o n . 

SUBCOMMITTEE CHAIRMAN DENLI NGER: Y o u r 

l e g i s l a t i o n d r a f t s a n a r r o w d e f i n i t i o n o f -- i t 

seemed l i k e you went a f t e r , s p e c i f i c a l l y i n t h e 

R e n d i n a c a s e , t r y i n g t o d e f i n e " b a s e o f o p e r a t i o n s " 

i n and a r o u n d t h e c o n s t r u c t i o n t r a i l e r . You d i d 

no t b r o a d e n b e y o n d t h a t t o a d d r e s s b r o a d e r c o n c e r n s 

a b o u t n e x u s e x t e n s i o n . 

Was i t y o u r i n t e n t i o n t h a t a t some 

f u t u r e p o i n t t h e l e g i s l a t u r e go a f t e r p o t e n t i a l 

o t h e r e x p a n s i o n s o f n e x u s ? 

SENATOR BROWNE: I t h i n k t h e i s s u e i s 

as b r o a d as t h e -- t h e b a s e -- b a s e m a t t e r . And 

t h a t i s , what e n t a i l s t h e b a s e o f o p e r a t i o n , how 

you d e f i n e a b a s e o f o p e r a t i o n s , and w h e t h e r 

t h a t -- t h a t t r a n s a c t i o n , t h a t a c t i v i t y i n t h e 

m u n i c i p a l i t y w h i c h i s n o t t h e b a s e o f o p e r a t i o n i s 

p e r m i t t e d t o t a x t h e r e c e i p t s on t h a t -- t h a t 

a c t i v i t y . 

T h a t i s t h e o v e r a l l i n t e n t and g o a l o f 

t h i s b i l l and any f u r t h e r a c t i o n s we t a k e . 

SUBCOMMITTEE CHAIRMAN DENLI NGER: And 

t h e n one l a s t q u e s t i o n , i f I may. A r e you aware o f 

any p e n d i n g c o u r t c a s e s t h a t w o u l d f u r t h e r d e f i n e 



t h e d e f i n i t i ons t h a t a r e o u t s t a n d i n g ? 

SENATOR BROWNE: Not t h a t I 'm aware o f . 

I w o u l d hope t h e r e i s n ' t , b e c a u s e i t seems t h a t as 

l o n g as t h i s c o n t i n u e s t o go t h r o u g h t h e c o u r t 

p r o c e s s , i t j u s t g e t s more c o n f u s i n g , so -¬

SUBCOMMITTEE CHAIRMAN DENLI NGER: 

M u d d i e r and m u d d i e r . 

SENATOR BROWNE: T h a t ' s r i g h t . 

SUBCOMMITTEE CHAIRMAN DENLI NGER: V e r y 

g o o d . 

C h a i r m a n A d o l p h , q u e s t i o n s . 

CHAIRMAN ADOLPH: Good m o r n i n g , 

S e n a t o r . 

SENATOR BROWNE: M r . C h a i r m a n . 

CHAIRMAN ADOLPH: Thanks f o r b e i n g h e r e 

t o d a y . 

And I c e r t a i n l y u n d e r s t a n d why t h e 

l e g i s l a t i o n was i n t r o d u c e d . I happen t o a g r e e t h a t 

no b u s i n e s s s h o u l d be p a y i n g d o u b l e t a x a t i o n . T h a t 

b e i n g s a i d , t h e r e i s a l o t o f c l a r i f i c a t i o n t h a t 

n e e d s t o be done b e f o r e t h e house t a k e s t h i s up, 

t h i s p i e c e o f l e g i s l a t i o n . 

And t h e one i s , i f you w o u l d be a b l e t o 

e x p l a i n t o t h e c o m m i t t e e , i f you c o u l d d e f i n e 

" g r o s s r e c e i p t s " f o r t h e p u r p o s e s o f t h e B u s i n e s s 



P r i v i l e g e Tax, b e c a u s e many l o c a l m u n i c i p a l i t i e s 

r e c e i v e f r o m t h e i r s t a t e - w i d e a s s o c i a t i o n a l e t t e r , 

you know, when t h e b i l l p a s s e d t h e S e n a t e , t h a t 

t h i s a l s o i n c l u d e d m e r c a n t i l e t a x r e c e i p t s . And 

many m u n i c i p a l i t i e s i n PA has a g r o s s r e c e i p t s 

t a x -- a Bus i n e s s P r i v i l ege Tax and a m e r c a n t i l e 

t a x . And I j u s t want you t o , i f you c o u l d , e x p l a i n 

t h e d i f f e r e n c e s t o t h e c o m m i t t e e b e t w e e n a 

m e r c a n t i l e t a x and a B u s i n e s s P r i v i l e g e Tax, and 

what t h e g r o s s r e c e i p t s a r e f o r b o t h t h o s e t a x e s . 

SENATOR BROWNE: W e l l , t h e m e r c a n t i l e 

t a x i s a t r a n s a c t i o n t a x . I t ' s d i f f e r e n t t h a n t h e 

B u s i n e s s P r i v i l e g e Tax. I t ' s b a s e d on 511 o f 1965, 

on b a s e o f o p e r a t i o n s . So i f you have a s p e c i f i c 

t r a n s a c t i o n w i t h i n a c o m m u n i t y , and you q u a n t i f y 

what t h e g r o s s r e c e i p t s on t h e t r a n s a c t i o n a r e and 

t h a t w o u l d a p p l y t o t h e m e r c a n t i l e t a x . O f f e r s a 

d i f f e r e n t p l a t f o r m , b e c a u s e t h e m e r c a n t i l e t a x i s 

n o t b a s e d on a b a s e o f o p e r a t i o n s . And t h i s -- t h e 

b i l l t h a t I have d r a f t e d p r o v i d e s f o r , i f you have 

a b a s e o f o p e r a t i o n s t h a t i m p o s e s a m e r c a n t i l e t a x 

and you have o p e r a t i o n s i n a n o t h e r c o m m u n i t y t h a t 

has r e c e i p t s l i n k e d t o t h a t as w e l l , t h a t t h e 

community where t h e b a s e o f o p e r a t i o n i s c a n a l l o w 

t h o s e r e c e i p t s t o be e x c l u d e d f r o m t h e i r m e r c a n t i l e 



t a x . 

B u s i n e s s P r i v i l e g e Tax i s g r o s s 

r e c e i p t s , b u t i t ' s s u p p o s e d t o be a t a x on t h e 

p r i v i l e g e o f d o i n g b u s i n e s s t h a t ' s b a s e d -- t h a t ' s 

d e f i n e d as r e l a t e d t o t h e b a s e o f o p e r a t i o n s . So 

as l o n g as t h e r e c e i p t s were l i n k e d o r d i r e c t e d 

f r o m a f i x e d a r e a o r a f i x e d o p e r a t i o n , t h e n t h e y 

were l i n k e d b a c k t o t h e b a s e o f o p e r a t i o n . So i t ' s 

j u s t i m p o s e d d i f f e r e n t l y . 

CHAIRMAN ADOLPH: Y e s . A l o t o f t i m e s 

t h e m e r c a n t i l e t a x i s l i k e r e t a i l s a l e s . I f you 

have a m a l l i n y o u r c o m m u n i t y o r any t y p e o f c a r 

d e a l e r s h i p s o r t h i s t y p e o f s t u f f , t h e y i m p o s e a 

m e r c a n t i l e t a x . I a l w a y s t h o u g h t t h a t B u s i n e s s 

P r i v i l e g e Tax was f o r s e r v i c e s r e n d e r e d . A l o t o f 

t h e p r o f e s s i o n a l s e r v i c e s and c o n s t r u c t i o n t r a d e s 

come u n d e r t h a t B u s i n e s s P r i v i l e g e Tax r a t h e r t h a n 

a p r o d u c t b e i n g s o l d . 

SENATOR BROWNE: W e l l , M r . C h a i r m a n , i f 

I may, t h e y do o v e r l a p , t h o u g h , b e c a u s e I have 

c o m m u n i t i e s i n my d i s t r i c t , I t h i n k t h e s e c o n d , 

p r o b a b l y , s t a t e o f t h i s i s t h a t s t a t e w i d e i s t h a t 

you have d i f f e r e n t c o m p o n e n t s o f r e c e i p t s w i t h i n a 

B u s i n e s s P r i v i l e g e T a x . You have r e t a i l . You have 

s e r v i c e . You have m a n u f a c t u r i n g . So t h e r e i s some 



o v e r l a p t h e r e . Depends on t h e t a x t h a t ' s -- t h a t 

e a c h c o m m u n i t y had i m p o s e d i n t h e p a s t . 

CHAIRMAN ADOLPH: So am I c o r r e c t , 

t h e n , t h a t t h i s b i l l d o e s i m p a c t a m e r c a n t i l e t a x 

as w e l l ? 

SENATOR BROWNE: W e l l , i t b e t t e r 

d e f i n e s what t h e m e r c a n t i l e t a x -- t h e s i t e i s o f 

t h e m e r c a n t i l e t a x . I t c l a r i f i e s t h a t t h a t ' s a 

t r a n s a c t i o n t a x . I t ' s n o t d e t e r m i n e d b a s e d on t h e 

b a s e o f o p e r a t i o n s . And b e c a u s e o f t h a t , t o a v o i d 

d o u b l e t a x a t i o n , i t a l l o w s f o r a community t h a t has 

t h a t b u s i n e s s b a s e o f o p e r a t i o n t o e x c l u d e t h o s e 

r e c e i p t s f r o m t h a t -- f r o m t h e c o m p u t a t i o n o f 

m e r c a n t i l e t a x i n t h a t b a s e - o f - o p e r a t i o n s 

c o m m u n i t y . So i t c l a r i f i e s i t . 

CHAIRMAN ADOLPH: Thank y o u . 

You know, t h e o t h e r q u e s t i o n , you know, 

t h a t I 'm t r y i n g t o g e t t o , you k i n d o f a d d r e s s e d , 

s a y i n g t h a t you w o u l d be w i l l i n g t o t r y t o come up 

w i t h some way where t h e home b a s e -- t h e home b a s e 

community where a l a w f i r m o r an e n g i n e e r i n g f i r m 

o r an a r c h i t e c t f i r m w o u l d n o t l o s e -- l o s e t h e i r 

t a x b a s e on a s p e c i f i c company b e c a u s e -- you know, 

i t ' s a l m o s t -- i t ' s an a c c o u n t i n g n i g h t m a r e 

s o m e t i m e s , f o r -- i f y o u ' r e b a s e d i n a s u b u r b and 



y o u ' r e d o i n g b u s i n e s s as an a r c h i t e c t a l l o v e r t h e 

commonwealth o f PA, t o t r y t o p r o r a t e what work was 

d o n e . I t ' s an a c c o u n t i n g n i g h t m a r e . So I 

c e r t a i n l y c a n a p p r e c i a t e t h e P I C P A ' s i n t e r e s t i n 

t r y i n g t o g e t a -- a b e t t e r p i e c e o f l e g i s l a t i o n . 

However, i f you e m p l o y a h u n d r e d 

a r c h i t e c t s i n one m u n i c i p a l i t y , some o f t h a t work 

i s b e i n g done i n t h a t home b a s e m u n i c i p a l i t y , e v e n 

t h o u g h t h e y may be o u t on t h e p r e m i s e s a l l 

t h r o u g h o u t t h e c o m m o n w e a l t h . And we're j u s t t r y i n g 

t o -- you know, f o l k s a r e c o m i n g i n t o t h e i r town on 

a d a i l y b a s i s and so f o r t h . And we're j u s t t r y i n g 

t o f i g u r e o u t a way where t h a t home b a s e 

m u n i c i p a l i t y w o u l d n o t l o s e t h e i r e n t i r e t a x b a s e , 

b e c a u s e I c e r t a i n l y d o n ' t b e l i e v e i n d o u b l e 

t a x a t i o n , b u t t h a t home b a s e m u n i c i p a l i t y w o u l d be 

w i t h o u t a t a x b a s e , i t w o u l d a f f e c t t h e l o c a l s . 

And you see t h i s e v e n i n t h e 

w i t h h o l d i n g . I f you p r e p a r e t a x r e t u r n s and y o u ' r e 

a c o n s t r u c t i o n w o r k e r , and y o u ' d be w o r k i n g f o r one 

e m p l o y e r . D u r i n g t h e c o u r s e o f a y e a r , you c o u l d 

be w o r k i n g i n t e n d i f f e r e n t m u n i c i p a l i t i e s . W e l l , 

b e l i e v e i t o r n o t , i n PA, t h e y w i t h h o l d t e n 

d i f f e r e n t l o c a l t a x e s on y o u . And you g e t W-2s a t 

t h e end o f t h e y e a r w i t h t e n d i f f e r e n t l o c a l t a x e s 



w i t h h e l d i n y o u r p a y . 

I f y o u r l o c a l m u n i c i p a l i t y where you 

r e s i d e h a s a l o c a l i n come t a x , up u n t i l a c o u p l e 

months a g o , t h e r e was n e v e r a p r o b l e m . And you 

w o u l d g e t c r e d i t f o r what you a l r e a d y p a i d t h e 

o t h e r o n e s . And somewhere i n t h e p a s t t h r e e 

m o n t h s , someone t o o k t h a t t o c o u r t as w e l l . 

So t h e l o c a l t a x s i t u a t i o n , you k n o w , 

may be d e c i d e d by c o u r t as w e l l . B u t we c e r t a i n l y 

w i l l be l o o k i n g f o r w a r d t o w o r k i n g w i t h you i n 

t r y i n g t o j u s t -- I t h i n k you u n d e r s t a n d what we're 

c o n c e r n e d a b o u t h e r e . And we've h e a r d f r o m o u r 

l o c a l o f f i c i a l s . None o f t h e l o c a l o f f i c i a l s want 

d o u b l e t a x a t i o n e i t h e r . They j u s t d o n ' t want t o 

l o s e t h e i r t a x b a s e b a s e d upon t h e b u s i n e s s t h a t ' s 

b e i n g done i n t h e i r home b a s e . 

SENATOR BROWNE: I t ' s a d i f f i c u l t 

b a l a n c e s o m e t i m e s , b e c a u s e y o u ' r e t r y i n g t o s o l v e 

and c o m p l y w i t h c e r t a i n b a s i c c o m p o n e n t s o f good 

t a x p o l i c y , w h e t h e r i t be a f a i r n e s s , s i m p l i c i t y , 

c e r t a i n t y . And i f you p r o v i d e f o r one by a l l o w i n g 

f o r a community t o im p o s e a t a x on t h e b a s e o f 

o p e r a t i o n s , i t d o e s n ' t -- you s o l v e t h e i s s u e o f 

d o u b l e t a x a t i o n , b u t you p e r p e t u a t e t h e p r o b l e m o f 

t h e l a c k o f s i m p l i c i t y . So i t makes i t d i f f i c u l t 



e i t h e r way. 

CHAIRMAN ADOLPH: The c o u r t c e r t a i n l y 

d i d n ' t s i mpl i f y i t . 

SENATOR BROWNE: N o , i t d i d n ' t . 

CHAIRMAN ADOLPH: Mr. C h a i r m a n . 

SUBCOMMITTEE CHAIRMAN DENLI NGER: Thank 

y o u , C h a i r m a n A d o l p h . 

Our n e x t q u e s t i o n e r i s t h e m i n o r i t y 

s u b c o m m i t t e e c h a i r m a n on F i s c a l P o l i c y , R e p . 

V i t a l i . 

R E P . V I T A L I : Thank y o u . Thank y o u . 

D e s p i t e t h e t i t l e , I d o n ' t know t h i s 

s t u f f , so I'm g o i n g t o s t r u g g l e w i t h t h e 

q u e s t i o n s . 

P e r h a p s by a l i t t l e f a c t s c e n a r i o , you 

can g i v e us an i d e a o f how t h e t a x i n g i s d i v i d e d up 

b e t w e e n m u n i c i p a l i t i e s . And I t h i n k t h e e x a m p l e we 

u s e d i n t h e c a u c u s was p r o b a b l y t h e H a r r i s b u r g 

e x a m p l e b e c a u s e t h a t p r o b a b l y d r o v e t h e c o u r t c a s e . 

So l e t ' s s a y you have a s c e n a r i o where 

you have a c o n s t r u c t i o n company b a s e d o u t s i d e o f 

H a r r i s b u r g . 

SENATOR BROWNE: Y e s . 

RE P . V I T A L I : P u t s up a m a j o r 

c o n s t r u c t i o n p r o j e c t i n H a r r i s b u r g . And l e t ' s s a y 



you have a c o u p l e s c e n a r i o s . One, e v e r y day t h e y 

j u s t d r i v e t h e i r t r u c k s i n and o u t , a n d , r e a l l y , 

t h a t ' s how t h e y b u i l d t h e b u i l d i n g . And t h e s e c o n d 

s c e n a r i o m i g h t be t h a t t h e y have some t e m p o r a r y 

t r a i l e r s t h a t -- and t h e n t h e y b u i l d t h e b u i l d i n g 

t h a t way. And t h e t h i r d s c e n a r i o m i g h t be t h a t 

t h e y a c t u a l l y r e n t o f f i c e s p a c e and have s o m e t h i n g 

more p e r m a n e n t . 

Now, i n t h o s e s c e n a r i o s , how i s t h e 

l o c a l t a x d i v i d e d b e t w e e n t h e c i t y o f H a r r i s b u r g 

and t h e o u t s i d e m u n i c i p a l i t y ? 

SENATOR BROWNE: Some o f t h i s i s g o i n g 

t o be f a c t o r c i r c u m s t a n c e b a s e d . I t r e a l l y i s 

b a s e d on what o p e r a t i o n s t h e y ' r e d i r e c t i n g f r o m 

t h a t l o c a t i o n i n H a r r i s b u r g . Now, i f t h e y ' r e j u s t 

d i r e c t i n g o p e r a t i o n s a t t h a t s i t e , and i t ' s f o r 

a -- n o t a p e r m a n e n t s i t u a t i o n , j u s t o n l y one 

b u i l d i n g , and t h e y ' r e n o t d i r e c t i n g o t h e r p r o j e c t s 

f r o m t h e r e , t h o s e o t h e r p r o j e c t s a r e b e i n g d i r e c t e d 

f r o m a n o t h e r p l a c e , t h e n u n d e r A c t 5 1 1 , 

i n t e r p r e t a t i o n o f a B u s i n e s s P r i v i l e g e Tax on b a s e 

o f o p e r a t i o n s , i t ' s t h e i n t e n t o f t h i s s t a t u t e and 

t h e s p o n s o r s o f t h i s s t a t u t e t o s a y t h a t H a r r i s b u r g 

d o es n o t have t h e a b i l i t y t o t a x t h a t u n d e r t h e i r 

B u s i n e s s P r i v i l e g e T a x . 



Now, t h e c o n c e r n i s , d oes t h e p l a c e 

where t h e b a s e o f o p e r a t i o n s a l s o have a t a x ? 

T h a t ' s a q u e s t i o n f o r t h e c o m m i t t e e t o c o n s i d e r , i f 

t h a t -- i f t h a t a d d i t i o n a l c o n s i d e r a t i o n i s 

s o m e t h i n g t h a t ' s w o r t h a d d r e s s i n g . 

R E P . V I T A L I : O k a y . L e t me a s k a 

f o l l o w - u p q u e s t i o n , t o o . So you have a s c e n a r i o 

where you have an o u t f i t , company -- c o n s t r u c t i o n 

c ompany, b a s ed o u t s i d e o f H a r r i s b u r g . They p u t up 

a y e a r - l o n g p r o j e c t . The o n l y t h i n g -- and t h e y 

h ave -- you k n o w , i t ' s g o i n g t o t a k e a y e a r . They 

r e n t o f f i c e s p a c e . They -- and so f o r t h . B u t f r o m 

o u t s i d e o f H a r r i s b u r g -- t h e o n l y t h i n g t h e y ' r e 

d i r e c t i n g i n H a r r i s b u r g i s t h i s one -- one 

s k y s c r a p e r . So u n d e r t h a t s c e n a r i o , H a r r i s b u r g 

g e t s no l o c a l t a x ? 

SENATOR BROWNE: T h a t ' s r i g h t . B e c a u s e 

t h e y ' r e d i r e c t i ng i t f r o m a n o t h e r l o c a t i o n and t h a t 

o t h e r l o c a t i o n i s a l s o d i r e c t i n g o t h e r t h i n g s . 

R E P . V I T A L I : R i g h t . O k a y . 

One f i n a l v a r i a t i o n on t h a t . I n t h a t 

same s c e n a r i o , what i f t h e o u t s i d e -- t h e o u t s i d e 

m u n i c i p a l i t y d o es n o t i m p o s e any l o c a l income t a x . 

So t h e c o n s t r u c t i o n company i n an o u t s i d e 

m u n i c i p a l i t y t h a t i s n o t -- does n o t i m p o s e a l o c a l 



t a x b u i l d i n g a -- b u i l d i n g a s k y s c r a p e r f o r a y e a r 

i n H a r r i s b u r g , p e r m a n e n t -- you k n o w , a y e a r l e a s e 

o f o f f i c e f a c i l i t i e s i n H a r r i s b u r g . S o , a g a i n , I 'm 

g o i n g t o a s k , u n d e r t h a t s c e n a r i o , H a r r i s b u r g g e t s 

no t a x u n d e r t h a t ? 

SENATOR BROWNE: Y e a h . I w o u l d -¬

y o u ' r e u s i n g a y e a r as a d e f i n i t i o n o f p e r m a n e n t . 

S i n c e i t ' s s o m e t h i n g t h a t i s e s s e n t i a l l y t e m p o r a r y 

i n n a t u r e , I w o u l d n o t c o n s i d e r t h a t a p e r m a n e n t 

s i t u a t i o n i n H a r r i s b u r g . 

But y o u r p o i n t r e g a r d i n g what h a p p e n s 

i f t h e o t h e r c o m m u n i t y d o e s n ' t i m p o s e a t a x , u n d e r 

511, as i t ' s been i n t e r p r e t e d p r i o r t o R e n d i n a , 

t h e n t h a t b u s i n e s s w o u l d n o t pay B u s i n e s s P r i v i l e g e 

T a x . 

Now, t h e q u e s t i o n , s i n c e we're t a l k i n g 

a b o u t t h e d o u b l e t a x a t i o n , i s t h a t a p p r o p r i a t e ? I 

t h i n k t h a t ' s a l e g i t i m a t e q u e s t i o n . B e c a u s e , i n 

t h a t r e g a r d , i n r e g a r d s t o t r y i n g t o work o u t t h e , 

you know, t h e i n c o n s i s t e n c i e s o f t h i s l a w , what I 

b e l i e v e i s good t a x p o l i c y , i s i t r e a s o n a b l e t o s a y 

t h a t s i n c e t h a t b a s e community d o e s n ' t have a t a x , 

s h o u l d H a r r i s b u r g be a b l e t o t a x i t ? T h a t ' s 

s o m e t h i n g f o r t h i s c o m m i t t e e t o have a d i s c u s s i o n 

o n . I 'm -- I b e l i e v e t h a t . 



R E P . V I T A L I : Thank y o u . 

SUBCOMMITTEE CHAIRMAN DENLI NGER: R e p . 

Dave M i l l a r d . 

R E P . MILLARD: Thank y o u , C h a i r m a n 

D e n l i n g e r . 

Good m o r n i n g , S e n a t o r . Welcome. 

SENATOR BROWNE: Good m o r n i n g . 

R E P . MILLARD: R e p . and C h a i r m a n A d o l p h 

had you t e l l us a b o u t t h e d i f f e r e n c e s i n a B u s i n e s s 

P r i v i l e g e Tax, m e r c a n t i l e t a x , g r o s s r e c e i p t s t a x . 

But I g u e s s I have two q u e s t i o n s h e r e . T h e y ' r e 

t a l k i n g a b o u t b u s i n e s s e s w i t h a p e r m a n e n t b a s e o f 

o p e r a t i o n . Does y o u r l e g i s l a t i o n d i f f e r e n t i a t e 

b e t w e e n a mom-and-pop b u s i n e s s , a b u s i n e s s w i t h 

t w e n t y - f i v e e m p l o y e e s , f i f t y , a h u n d r e d , no -¬

SENATOR BROWNE: No, i t d o e s n ' t . The 

g e n e r a l d e f i n i t i o n o f a p e r m a n e n t p l a c e o f 

bus i n e s s . 

R E P . MILLARD: Now, t h e o n l y o t h e r 

q u e s t i o n t h a t I have i s , what w o u l d be t h e e f f e c t 

o f a b u s i n e s s w i t h a p e r m a n e n t b a s e o f o p e r a t i o n 

t h a t i s l o c a t e d i n a KOZ w i t h y o u r l e g i s l a t i o n ? 

Any p o s i t i v e o r n e g a t i v e e f f e c t w i t h r e g a r d s t o 

t h a t ? 

SENATOR BROWNE: W e l l , i f t h e KOZ i s --



t h e B u s i n e s s P r i v i l e g e Tax f o r a KOZ w o u l d be, 

u n d e r KOZ l a w , w o u l d be exempt, w o u l d be an 

e x e m p t i o n f o r t h a t b u s i n e s s t h e r e . 

I f t h e b a s e o f o p e r a t i o n i s i n t h a t 

KOZ, t h e n , u n d e r t h a t a l t e r n a t i v e t r e a t m e n t , t h e n 

t h e b u s i n e s s w o u l d n o t have t o pay B u s i n e s s 

P r i v i l e g e Tax, and t h a t w o u l d be -- t h i s b i l l w o u l d 

n o t a f f e c t t h a t . 

I f i t ' s a t e m p o r a r y l o c a t i o n w i t h i n a 

KOZ, u n d e r t h e way t h i s i s w r i t t e n , t h e c o m m u n i t y 

w o u l d n o t be a b l e t o impose a t a x a n y w a y . So, 

e s s e n t i a l l y , t h e KOZ does n o t c o n f l i c t w i t h t h i s . 

R E P . MILLARD: So, j u s t t o c l a r i f y 

t h a t , C h a i r m a n A d o l p h t a l k e d a b o u t a s c e n a r i o w i t h 

an a r c h i t e c t u r a l f i r m . You c o u l d have an 

a r c h i t e c t u r a l f i r m w i t h a p e r m a n e n t p l a c e i n a KOZ, 

and you c o u l d have one a c o u p l e b l o c k s away o u t s i d e 

o f t h e KOZ, so what w o u l d y o u r b i l l do as f a r as 

t r e a t m e n t ? 

SENATOR BROWNE: I t w a s n ' t -- t h e KOZ 

i s , I g u e s s , p r e m i s e d on a d i f f e r e n t p o l i c y , and 

t h a t i s t o o f f e r an i n c e n t i v e f o r d e v e l o p m e n t o f a 

u n d e r d e v e l o p e d and p e r f o r m i n g s i t e . I n o r d e r t o 

p r o v i d e f o r t h a t , i t p r o v i d e s t h e e x e m p t i o n o f 

l o c a l t a x e s . S o t h i s -- as l o n g as -- i f y o u ' r e 



t a l k i n g a b o u t a b a s e - o f - o p e r a t i o n s t r e a t m e n t -¬

b a s e o f o p e r a t i o n s n o t KOZ, b a s e o f o p e r a t i o n s 

KOZ -- t h a t t r e a t m e n t won't c h a n g e , b a s e d on t h i s . 

REP. MILLARD: Thank you f o r c l a r i f y i n g 

t h a t . 

Thank y o u , M r . C h a i r m a n . 

SUBCOMMITTEE CHAIRMAN DENLI NGER: Thank 

y o u . 

Thank y o u , S e n a t o r B r o w n e . I b e l i e v e 

a t t h i s p o i n t t h e r e a r e no f u r t h e r q u e s t i o n s f r o m 

t h e c o m m i t t e e . We a p p r e c i a t e y o u r t e s t i m o n y , and 

we l o o k f o r w a r d t o a c o n t i n u i n g d i a l o g u e w i t h y o u 

as we move f o r w a r d w i t h SB 405. 

SENATOR BROWNE: I a p p r e c i a t e i t . 

T hanks a l o t . 

SUBCOMMITTEE CHAIRMAN DENLI NGER: N e x t 

t e s t i f i e r s a r e f r o m t h e t o w n s h i p o f B e n s a l e m and 

M i d d l e t o w n T o w n s h i p s . The t o w n s h i p s o l i c i t o r , 

J o s e p h P i z z o -- b e i n g a d v i s e d t h a t some o f o u r 

t e s t i f i e r s a r e r u n n i n g a l i t t l e b i t b e h i n d . 

I 'm g o i n g t o ask t h a t Amy S t u r g i s , i f 

she c o u l d go a h e a d w i t h PA League o f C i t i e s and 

M u n i c i p a l i t i e s and t h e PA S t a t e A s s o c i a t i o n o f 

T o w n s h i p C o m m i s s i o n e r s . 

And, Amy, when y o u ' r e r e a d y , y o u may 



b e g i n . 

MS. STURGIS: Thank y o u . I was h o p i n g 

t o have t h e b e n e f i t o f t h e p r a c t i t i o n e r and t h e 

s o l i c i t o r w i t h me, b u t I w i l l do t h e b e s t I c a n 

w i t h o u t . 

Thank you f o r h o l d i n g t h e h e a r i n g 

t o d a y , C h a i r m a n A d o l p h and R e p . D e n l i n g e r . I t h i n k 

i t ' s v e r y i m p o r t a n t t h a t we have a c o n v e r s a t i o n 

a b o u t t h i s p i e c e o f l e g i s l a t i o n and t r y t o f i g u r e 

o u t e x a c t l y what i t i s g o i n g t o do, how i t w i l l 

i m p a c t o u r m u n i c i p a l i t i e s , and e x a c t l y what i t 

means f o r t h e b u s i n e s s c o m m u n i t y . 

I d i d n ' t have an o p p o r t u n i t y t o p r e p a r e 

w r i t t e n r e m a r k s , b u t I d i d p r o v i d e t o t h e c o m m i t t e e 

my l a t e s t l e t t e r t o t h e House o p p o s i n g t h e b i l l , 

and I ' l l j u s t e x p a n d upon some o f t h e i t e m s f r o m 

t h a t l e t t e r . 

I n t e r m s o f t h e t a x i t s e l f and o u r 

l o c a l t a x i n g s t r u c t u r e , I d o n ' t t h i n k anyone can 

a r g u e t h a t o u r l o c a l t a x i n g s t r u c t u r e i s 

c o m p l i c a t e d and i s a h a r d s h i p , a t t i m e s , f o r 

b u s i n e s s e s and r e s i d e n t s o f P A . So, I w o u l d l i k e 

t o say t h a t we n e e d t o work on a m e n d i n g o u r w h o l e 

l o c a l t a x i n g s t r u c t u r e b e f o r e we s t a r t t o p i c k 

a p a r t a r d u o u s -- a r d u o u s t a x e s on i n d i v i d u a l s 



w i t h i n P A . B e c a u s e when we s t a r t t o e r o d e o u r 

l o c a l t a x b a s e w i t h o u t l o o k i n g a t i t as a w h o l e , 

we're g o i n g t o have an i m p a c t on m u n i c i p a l i t i e s 

t h a t have no o t h e r o p t i o n s on how t o r e p l a c e a t a x 

t h a t i s , i n some way, i m p e d e d . And I t h i n k t h a t 

S e n a t e B i l l 40 5 i s g o i n g t o impede t h e c o l l e c t i o n 

o f a c e r t a i n amount o f r e v e n u e f o r m u n i c i p a l i t i e s 

t h a t a r e o u r o l d e s t b u i l t - o u t c o m m u n i t i e s . Those 

a r e t h e ones t h a t a r e c h a r g i n g t h i s t a x . 

And i f we s t a r t t o e r o d e t h a t t a x b a s e 

w i t h o u t h a v i n g some r e p l a c e m e n t t a x , we a r e g o i n g 

t o h u r t t h o s e c o m m u n i t i e s . And, o f t e n t i m e s , t h o s e 

c o m m u n i t i e s a r e t h e ones t h a t a r e s t r u g g l i n g t h e 

most t o keep up w i t h p u b l i c s e r v i c e s , m u n i c i p a l 

s e r v i c e s t h a t t h e y n e e d t o p r o v i d e t o t h e 

b u s i n e s s e s and r e s i d e n t s b o t h o f t h e m u n i c i p a l i t y . 

So I ' d r e a l l y l i k e t o see t h a t we l o o k 

a t t h i s as a w h o l e p i c t u r e when t a l k i n g a b o u t 

s t a r t i n g t o change o u r l o c a l t a x i n g s t r u c t u r e . 

F rom t h e -- and I c a n s h a r e w i t h t h e 

c o m m i t t e e , a f t e r w a r d , t h e l i s t o f m u n i c i p a l i t i e s 

t h a t I have l e a r n e d w i l l be a f f e c t e d by t h i s . Some 

o f them were a b l e t o g i v e me a number, r e v e n u e 

number, some were n o t . And I t h i n k t h a t t h e r e ' s 

s t i l l more work t o do i n t e r m s o f l e a r n i n g who's 



a c t u a l l y i m p a c t e d . 

The t a x , B u s i n e s s P r i v i l e g e Tax, 

m e r c a n t i l e t a x , i s l e v i e d on a number o f d i f f e r e n t 

t y p e s o f b u s i n e s s e s . And a l l o f t h e s e b u s i n e s s e s 

r e c e i v e a b e n e f i t f r o m p a y i n g t h e i r t a x . T h e y ' r e 

r e c e i v i n g m u n i c i p a l s e r v i c e s w h i l e t h e y ' r e i n t h e 

c o m m u n i t y , w h e t h e r i t be p u b l i c s a f e t y , e m e r g e n c y 

s e r v i c e s , code e n f o r c e m e n t s e r v i c e s . 

When you t a l k a b o u t l a n d l o r d s who a r e 

a b s e n t e e l a n d l o r d s b u t t h e y do have r e n t a l 

p r o p e r t i e s w i t h i n t h e m u n i c i p a l i t y , s t r e e t 

c l e a n i n g , g a r b a g e p i c k up, a l l o f t h e s e s e r v i c e s 

a r e p r o v i d e d t o t h e b u s i n e s s e s w h e t h e r t h e y ' r e 

t h e r e f o r a day o r t h r e e y e a r s o r on a p e r m a n e n t 

b a s i s . And s o , we're r e a l l y t a l k i n g a b o u t 

a f f e c t i n g a l o t o f -- a l o t o f b u s i n e s s t h a t come 

i n t o and o u t o f o u r c o m m u n i t i e s on a d a i l y b a s i s . 

And we're t a l k i n g a b o u t a l o t o f s e r v i c e s t h a t a r e 

p r o v i d e d . And i f we're -- and i n e r o d i n g t h i s 

p a r t i c u l a r t a x , we're t a l k i n g a b o u t l o s i n g a t a x 

b a s e t h a t p r o v i d e s s e r v i c e s and no r e p l a c e m e n t . 

We a l s o want t o p o i n t o u t t h a t , i n 

d i s t i n g u i s h i n g b e t w e e n a p e r m a n e n t -- p e r m a n e n t l y 

b a s e d b u s i n e s s and a t e m p o r a r y b u s i n e s s , we're 

h u r t i n g o u r p e r m a n e n t l y b a s e d b u s i n e s s e s , t h o s e who 



have c h o s e n t o have t h e i r b u s i n e s s i n o u r c o r e 

c o m m u n i t i e s , and we a r e t h a n k f u l t h a t t h e y a r e 

t h e r e . And when t h e y a r e p a y i n g t h e B u s i n e s s 

P r i v i l e g e Tax f o r t h e i r p e r m a n e n t -- when t h e y ' r e 

p e r m a n e n t l y b a s e d , t h e b u s i n e s s t h a t ' s n o t 

p e r m a n e n t l y b a s e d and i s c o m i n g i n f o r t h r e e y e a r s 

o r a d a y , i s -- does n o t have t o pay a n y t h i n g 

t o w a r d s t h o s e s e r v i c e s , and t h a t i s p u t t i n g -- t h a t 

i s p u t t i n g a d e t r i m e n t a l d i f f e r e n t i a t i o n b e t w e e n 

t y p e s o f b u s i n e s s e s t h a t I t h i n k w i l l h ave an 

i m p a c t on o u r p e r m a n e n t -- p e r m a n e n t l y p l a c e d 

bus i n e s s e s . 

And a b u s i n e s s owner w i l l s a y , W e l l , 

why s h o u l d I have my b u s i n e s s l o c a t e d i n t h i s c i t y 

when I c a n go o u t s i d e t h e c i t y and j u s t come i n on 

a r e g u l a r b a s i s and do my b u s i n e s s and I won't have 

t o pay t h e B u s i n e s s P r i v i l e g e T a x ? So t h a t ' s 

s o m e t h i n g t o c o n s i d e r . 

And t h a t w i l l , I t h i n k -- i s s o m e t h i n g 

t h a t we're n o t -- t h a t ' s s o r t o f an u n i n t e n d e d 

c o n s e q u e n c e , maybe, o f t h i s l e g i s l a t i o n t h a t we 

r e a l l y s h o u l d t a k e i n t o a c c o u n t now. 

And i n t e r m s o f t h e d o u b l e t a x a t i o n 

i s s u e , as an -- as two a s s o c i a t i o n s , L e a g u e o f 

C i t i e s and t h e s t a t e A s s o c i a t i o n o f T o w n s h i p 



Commis s i o n e r s , we do n o t condone d o u b l e t a x a t i o n . 

We c a n n o t s i t h e r e and a d v o c a t e t h a t t h a t s h o u l d be 

a p r a c t i c e . And I 'm s u r e t h a t a l l o f o u r members 

f e e l t h e same way, and t h e p r a c t i t i o n e r s t h a t I 

have s p o k e n w i t h a b o u t t h i s l e g i s l a t i o n t e l l me 

t h a t t h a t i s n o t t h e i r p r a c t i c e . 

So i f t h e r e ' s a way t o c l a r i f y t h a t 

p a r t i c u l a r a r e a o f t h e l e g i s l a t i o n and f i x t h a t , 

we're c e r t a i n l y s u p p o r t i v e o f t h a t and w o u l d be 

happy t o work t o make s u r e t h a t t h a t p r a c t i c e i s 

n o t h a p p e n i n g i n P A . 

And my f i n a l -- my f i n a l p o i n t I ' d l i k e 

t h a t make i s t h a t , i n t h e r e s e a r c h t h a t I ' v e done 

r e c e n t l y , i t w o u l d seem t o me t h a t -- and I 

a c t u a l l y t a l k e d t o a p r a c t i t i o n e r a b o u t t h i s t h i s 

m o r n i n g and he a g r e e d w i t h me -- t h e R e n d i n a c a s e 

and t h e d e c i s i o n by t h e supreme c o u r t r e a l l y d i d 

n o t change what was g o i n g on i n PA b e f o r e 2007 i n 

t e r m s o f c o l l e c t i o n o f t h i s t a x . I t v a l i d a t e d what 

l o c a l m u n i c i p a l i t i e s were d o i n g , how t h e y were 

a d m i n i s t e r i n g t h e t a x . 

And so when -- when we s a y t h a t R e n d i n a 

c h a n g e d t h i n g s , t h a t p e r h a p s t h e r e was a w i n d f a l l , 

t h a t m u n i c i p a l i t i e s s t a r t e d t o e x p a n d how t h e y 

t a x e d , I r e a l l y am n o t f i n d i n g t h a t . I 'm f i n d i n g 



t h a t R e n d i n a o n l y s u p p o r t e d what was c u r r e n t l y 

h a p p e n i n g . 

And l o o k i n g a t c u r r e n t o r d i n a n c e s t h a t 

l e v y t h e t a x and c u r r e n t r e g u l a t i o n and how t h e t a x 

i s i m p o s e , t h e y w e r e n ' t -- t h e y w e r e n ' t amended 

a f t e r 2007. So t h a t t e l l s me t h a t what t h e y were 

d o i n g b e f o r e R e n d i n a was j u s t v a l i d a t e d by R e n d i n a 

and t h a t we h a v e n ' t c h a n g e d s o m e t h i n g . We h a v e n ' t 

e x p a n d e d o u r use o f t h e t a x . 

T h a t ' s -- t h o s e a r e t h e p o i n t s t h a t I 

had t o make t o d a y . I 'm happy t o answer y o u r 

q u e s t i o n s , and I'm happy t o work as p a r t o f t h e 

s t a k e h o l d e r g r o u p t o t r y t o f i g u r e o u t how t o 

l e s s e n t h e i m p a c t o f t h i s l e g i s l a t i o n and make s u r e 

t h a t i t ' s s o m e t h i n g t h a t m u n i c i p a l i t i e s c a n l i v e 

w i t h . 

SUBCOMMITTEE CHAIRMAN DENLINGER: V e r y 

g o o d . Thank y o u f o r y o u r t e s t i m o n y . I v e r y much 

a p p r e c i a t e i t . 

I b e l i e v e some o f y o u r a d d i t i o n a l 

p a n e l i s t s have now a r r i v e d , and we're g o i n g t o 

welcome them t o t h e t a b l e t o p r o v i d e f u r t h e r 

t e s t i m o n y b e f o r e we g e t t o q u e s t i o n s t h a t we w o u l d 

d i r e c t t o y o u . 

So I b e l i e v e i s M r . J o s e p h P i z z o and 



M r . P a t r i c k S c o t t w i l l be j o i n i n g u s . 

Wel come, g e n t l e m e n . 

I f y o u c o u l d s h a r e w i t h us y o u r 

r e s p e c t i v e r o l e s w i t h r e g a r d t o B e n s a l e m and 

M i d d l e t o w n T o w n s h i p s . 

MR. P I ZZO: Good m o r n i n g and t h a n k y o u 

f o r t h i s o p p o r t u n i t y . 

I'm s o l i c i t o r f o r t h e t o w n s h i p o f 

B e n s a l e m . I ' ve h a d t h e o p p o r t u n i t y t o r e p r e s e n t 

t h a t m u n i c i p a l i t y now f o r t h e s i n c e 1994. 

M r . S c o t t i s o u r b u s i n e s s t a x 

c o l l e c t o r . He c o l l e c t s t h e A c t 511 t a x e s f o r b o t h 

t h e t o w n s h i p and f o r o u r s c h o o l d i s t r i c t . Our 

s c h o o l d i s t r i c t s h a r e s t h e same common b o r d e r s w i t h 

o u r t o w n s h i p . 

F o r t h o s e o f you who may n o t be 

e n t i r e l y f a m i l i a r w i t h R e p . D i G i r o l a m o ' s d i s t r i c t , 

B e n s a l e m i s a c ommunity o f a b o u t s i x t y t h o u s a n d 

r e s i d e n t s . We a r e a s e c o n d - c l a s s t o w n s h i p l o c a t e d 

j u s t o u t s i d e o f P h i l a d e l p h i a , n o r t h -- I g u e s s t o 

t h e n o r t h e a s t b o r d e r , a l o n g t h e D e l a w a r e R i v e r . 

SUBCOMMITTEE CHAIRMAN DENLI NGER: 

Wel come. 

And w e l c o m e , M r . S c o t t , as w e l l . 

And I r e c o g n i z e t h a t you d o n ' t have t h e 



b e n e f i t o f h a v i n g h e a r d some o f t h e p r i o r comments 

o f o u r t e s t i f i e r s , b u t , o b v i o u s l y , SB 4 05 i s o f 

g r e a t i m p o r t a n c e t o y o u r c o n s i d e r a t i o n s t h e r e i n 

B e n s a l e m and M i d d l e t o w n . 

I'm w o n d e r i n g i f you c a n s h a r e w i t h us 

y o u r e x p e r i e n c e a r o u n d c o m p a n i e s who do n o t have a 

b a s e o f o p e r a t i o n b u t a r e s e n d i n g c o n s t r u c t i o n 

c r e w s i n t o do c o n s t r u c t i o n w o r k , p o t e n t i a l l y u s i n g 

c o n s t r u c t i o n t r a i l e r s and so f o r t h . And I 'm 

p r e s u m i n g y o u ' r e c o n c e r n e d a b o u t t h e n e g a t i v e 

i m p a c t SB 40 5 w o u l d b r i n g t o B e n s a l e m . 

Can you j u s t s h a r e w i t h us y o u r s t o r y , 

i f you w i l l , i n t e r m s o f how t h e c u r r e n t l a w i s 

o p e r a t i n g as you see i t , how y o u ' r e a p p l y i n g i t , 

and p o t e n t i a l i m p a c t s . 

MR. P I ZZO: T h i s i s t h e p o i n t i n t h e 

p r o c e e d i n g where I t u r n i t o v e r t o M r . S c o t t , who 

i s i n t i m a t e l y i n v o l v e d on a d a i l y b a s i s and has 

f o r g o t t e n more on t h e t o p i c t h a n I k n o w . 

MR. SCOTT: Good m o r n i n g , 

R e p r e s e n t a t i v e , C h a i r m a n A d o l p h . 

I n h e a r i n g t h e t e s t i m o n y t h i s m o r n i n g 

by S e n a t o r Browne and t h e q u e s t i o n s , s e v e r a l t h i n g s 

were h i g h l i g h t e d . And t o s u p p o r t Amy's comments, 

t h e two t h i n g s t h a t we l o o k a t i s , o n e , when we're 



l o o k i n g a t t a x l e g i s l a t i o n , i s i t f a i r ? A n d , c a n 

i t be e q u a l l y e n f o r c e d a c r o s s t h e b o a r d ? And t h o s e 

a r e t h e two p r i m a r y f a c t o r s t h a t we l o o k a t when 

we're c o l l e c t i n g and e n f o r c i n g t h e t a x . 

The t h i n g s t h a t we see i n SB 4 05 t h a t 

c o n c e r n s us as t o what o u r c u r r e n t p r a c t i c e s a r e 

and how t h e y w o u l d c h a n g e , i s , number o n e , t o Amy's 

p o i n t , we a l r e a d y a l l o w -- most m u n i c i p a l i t i e s t h a t 

I know t h a t c o l l e c t t h i s t a x and a l l o f my f e l l o w 

p r a c t i t i o n e r s a l l o w f o r t h e r e t o be e x e m p t i o n s o f 

any b u s i n e s s e s t h a t a r e p a y i n g t h e t a x o r t h e 

a p p o r t i o n m e n t o f t h e t a x i n o t h e r l o c a l i t i e s . 

So t h e q u e s t i o n o f d o u b l e t a x a t i o n i s 

r e a l l y m i t i g a t e d , you k n o w , a t o u r l e v e l b e c a u s e no 

one w a n t s t o u n f a i r l y o r d o u b l e t a x b u s i n e s s e s . 

And as a p r a c t i c e , we d o n ' t do i t i n B e n s a l e m . And 

most o f my c o l l e a g u e s and o t h e r t a x p r a c t i t i o n e r s 

t h a t I know o f and s p e a k t o and c o n g r e g a t e w i t h 

d o n ' t do i t as w e l l . So we d o n ' t t h i n k t h a t t h a t 

i s a m a j o r i s s u e t h a t n e e d e d t o be s o l v e d . 

S e c o n d l y , we b e l i e v e t h a t SB 4 05 

c r e a t e s a m a j o r i n e q u i t y , w h i c h Amy s p o k e t o 

s l i g h t l y , where you have home-based b u s i n e s s e s t h a t 

a r e now i n a u n f a i r c o m p e t i t i v e s i t u a t i o n w i t h 

f o r e i g n - b a s e d b u s i n e s s e s t h a t c a n come i n and b i d 



on t h e same work and do t h e same j o b and c a n b i d 

l o w e r and e n j o y t h e s ame b e n e f i t s a r e n o t t a x e d o r 

have no r e v e n u e b a s e t h a t t h e y w o u l d have t o pay t o 

t h e t o w n s h i p , b u t t h e y e n j o y t h e same s e r v i c e s t h a t 

t h e t o w n s h i p h a s t o p r o v i d e t o a l l . 

The o t h e r m a j o r a r e a t h a t we have 

c o n c e r n w i t h i s t h a t we b e l i e v e , i n r e a d i n g SB 4 0 5 , 

i t a c t u a l l y c r e a t e s a huge g r a y a r e a where 

b u s i n e s s e s w o u l d be a l l o w e d t o o p e r a t e and no one 

w o u l d g e t t o t a x t h e m . And s e v e r a l members o f t h e 

c o m m i t t e e t o u c h e d on i t t h i s m o r n i n g w i t h t h e 

e x a m p l e s o f t h e a r c h i t e c t f i r m o r t h e c o n s t r u c t i o n 

f i r m , b u t t h e r e a r e s c e n a r i o s where b u s i n e s s e s c a n 

come i n t o a p a r t i c u l a r m u n i c i p a l i t y , u n d e r SB 40 5, 

t h e m u n i c i p a l i t y -- l e t ' s t a k e t h e e x a m p l e o f 

H a r r i s b u r g . So i f t h e y ' r e n o t b a s e d i n H a r r i s b u r g , 

H a r r i s b u r g w o u l d n ' t g e t t h e o p p o r t u n i t y t o t a x 

t h e m , and s i n c e t h e i r -- u n d e r SB 40 5, t h e i r home 

j u r i s d i c t i o n w o u l d n ' t be a b l e t o t a x a c t i v i t i e s 

o u t s i d e o f t h a t j u r i s d i c t i o n , t h e home j u r i s d i c t i o n 

w o u l d n ' t g e t t o t a x them as w e l l . 

So we've now c r e a t e d s o r t o f a s a f e 

h a v e n where you have a c t i v i t y t h a t no one g e t s t o 

t a x , we b e l i e v e , u n d e r SB 4 0 5. So where SB 4 0 5 may 

l o o k t o e l i m i n a t e d o u b l e t a x a t i o n , w h i c h we d o n ' t 



r e a l l y t h i n k e x i s t s i n a l a r g e p r o p o r t i o n and l o o k 

t o c l a r i f y , we a c t u a l l y b e l i e v e t h a t i t c r e a t e s a 

l a r g e r g r a y a r e a f o r t a x p r a c t i t i o n e r s and 

b u s i n e s s e s t o o p e r a t e s i n . 

A n d , t h e n , my l a s t p o i n t i s , t h i s b i l l 

i s b e i n g i n t r o d u c e d a t a t i m e when b u s i n e s s e s -¬

most b u s i n e s s e s have r e c o n f i g u r e d t h e m s e l v e s t o be 

m o b i l e , t o be p o r t a b l e . And so most b u s i n e s s e s 

t o d a y a r e r e c o n f i g u r i n g t h e m s e l v e s t o be a b l e t o do 

b u s i n e s s i n m u l t i p l e m u n i c i p a l i t i e s and m u l t i p l e 

a r e a s . And t h i s b i l l seems t o want t o go b a c k w a r d s 

and l o o k a t a s i n g l e o f f o c u s o f b a s e and r e s i d e n c y 

when most b u s i n e s s e s a r e o p e r a t i n g t r a n s i e n t . 

So we t h i n k j u s t e v e n t h e t i m i n g o f t h e 

b i l l and t h e c o n s t r u c t i o n o f t h e b i l l d o e s n ' t h o l d 

t r u e how b u s i n e s s e s a r e c o n f i g u r e d t o d a y o r 

r e c o n f i g u r i n g t h e m s e l v e s t o be a b l e t o do b u s i n e s s 

a c r o s s t h e b o a r d . 

A n d , l a s t l y , t h e j u r i s d i c t i o n s t o d a y 

a r e h i t w i t h enormous e c o n o m i c s t r a i n . And we see 

a c r o s s t h e b o a r d t h a t t h e r e w o u l d be s i g n i f i c a n t 

l o s s e s i n t h e t a x b a s e and r e v e n u e t o most l o c a l 

m u n i c i p a l i t i e s t h a t l e v y a B u s i n e s s P r i v i l e g e Tax 

i f SB 405 s t a n d s as i t i s , w i t h o u t any 

m o d i f i c a t i o n . 



Thank y o u . 

SUBCOMMITTEE CHAIRMAN DENLI NGER: Thank 

y o u . A p p r e c i a t e t h e t e s t i m o n y . 

And j u s t a few q u e s t i o n s , i f I may 

b e g i n , f o r t h e p a n e l . 

You us ed t h e t e r m -- d u r i n g y o u r 

t e s t i m o n y , you u s e d t h e w o r d " e x e m p t i o n s . " Do you 

r e a l l y mean t o say " c r e d i t s " t o o t h e r 

m u n i c i p a l i t i e s t h a t a r e l e v y i n g a B u s i n e s s 

P r i v i l ege T a x ? 

MR. SCOTT: Y e s . T h a t we u s e t h e 

t e r m -- we i n t e r c h a n g e t h e t e r m , b u t , b a s i c a l l y , i f 

a b u s i n e s s i s p a y i n g a B u s i n e s s P r i v i l e g e Tax t o 

any o t h e r j u r i s d i c t i o n f o r a p o r t i o n o f t h e 

r e c e i p t s f o r t h e a c t i v i t i e s t h a t h a p p e n o u t s i d e o f 

B e n s a l e m , we e x c l u d e t h o s e r e c e i p t s f r o m t h e i r 

c a l c u l a t i o n s f o r t h e B e n s a l e m p o r t i o n o f t h e t a x . 

SUBCOMMITTEE CHAIRMAN DENLI NGER: And 

t h e n , one t h i n g t h a t we're a l i t t l e b i t c h a l l e n g e d 

on i n t h i s w h o l e m a t t e r i s t r y i n g t o g e t some 

a c t u a l numbers o f i m p a c t . Can you b r i n g u s , t o d a y , 

a d o l l a r i m p a c t t o B e n s a l e m and t o M i d d l e t o w n ? 

MR. SCOTT: I c a n ' t b r i n g you d i r e c t 

d o l l a r v a l u e , b u t we're l o o k i n g a t j u s t e a s i l y i n 

t h e n e i g h b o r h o o d o f a t l e a s t a h a l f a m i l l i o n 



d o l l a r s i n B ens a l e m . And t h e r e a s o n why t h e r e ' s 

d i f f i c u l t y i n t h a t a c r o s s t h e b o a r d i s t h e way t h e 

BPT t a x i s -- I ' l l s a y b o t h BPT and m e r c a n t i l e t a x 

a r e s t r u c t u r e d t o d a y . I t d o e s n ' t r e q u i r e f o r a 

b u s i n e s s t o f o l l o w w i t h any l e v e l o f d e t a i l where 

t h e r e c e i p t s o r t h e t r a n s a c t i o n s a r e a c t u a l l y 

h a p p e n i n g , e x c e p t i n t h e c a s e where we're a l l o w i n g 

t h e e x e m p t i o n and we have t h o s e r e c e i p t s t h a t a r e 

a c t u a l l y c u l l e d o u t . So s i n c e t h e r e i s no d e t a i l 

i n t h e r e p o r t i n g o f t h e r e c e i p t s on a l a r g e p a r t 

f o r t h e BPT o r t h e m e r c a n t i l e , t h a t l a c k o f d e t a i l 

a l s o makes i t v e r y d i f f i c u l t t o p i n p o i n t how much 

o f t h e g r o s s r e c e i p t s w i l l be i n o r o u t o f t h e 

c a l c u l a t i o n as i t r e l a t e s t o SB 405. 

MR. PIZZO: And j u s t i f I m i g h t , t o 

d o v e t a i l on P a t r i c k ' s c o mments, we a r e 

e s t i m a t i n g -- and i t ' s j u s t t h a t , an e s t i m a t e -¬

t h a t u n d e r SB 4 0 5 , as c u r r e n t l y p r o p o s e d , a b o u t a 

h a l f a m i l l i o n d o l l a r s i n r e c e i p t s o u t o f a t o t a l 

c o l l e c t i o n t h a t i s s o m e w h e r e , o v e r t h e l a s t f i v e 

y e a r s , been t r e n d i n g b e t w e e n two and two and a h a l f 

m i l l i o n d o l l a r s . So i t i s a s i g n i f i c a n t p o r t i o n o f 

t h e B u s i n e s s P r i v i l e g e T a x e s t h a t a r e c o l l e c t e d i n 

o u r t o w n s h i p . 

T h a t , 2 t o 2.5 m i l l i o n r e p r e s e n t s 



a n y w h e r e f r o m 8 t o 10 p e r c e n t o f o u r o v e r a l l 

g e n e r a l f u n d b u d g e t . I f t h a t r e v e n u e were t o g o , 

t h a t w o u l d have t o be made u p , o b v i o u s l y , r i g h t 

now, i n B e n s a l e m , t h r o u g h i n c r e a s e d p r o p e r t y 

t a x e s . T h a t ' s j u s t on t h e t o w n s h i p f u n d . 

The s c h o o l d i s t r i c t a l s o c o l l e c t s , and 

so t h e a d d i t i o n a l l o s t r e v e n u e on t h e s c h o o l 

d i s t r i c t s i d e , w h i c h w i l l be r o u g h l y t h r e e m i l l i o n 

d o l l a r s , i s what t h e y ' r e d o i n g on an a v e r a g e y e a r . 

T h e i r p e r c e n t a g e w o u l d a l s o have t o be made u p . 

Our f i n a n c e d i r e c t o r e s t i m a t e d t h a t t o make up -¬

i f i t was l o s t i n i t s e n t i r e t y , so you w o u l d 

a d j u s t , w o u l d be a d d i t i o n a l n i n e t y d o l l a r s a y e a r 

o f t a x e s f o r t h e a v e r a g e t a x p a y e r i n B e n s a l e m 

T o w n s h i p i n t o w n s h i p t a x e s and an e x t r a two h u n d r e d 

d o l l a r s a y e a r i n r e a l e s t a t e t a x e s on t h e s c h o o l 

d i s t r i c t s i d e . 

SUBCOMMITTEE CHAIRMAN DENLINGER: The 

s p e c i f i c s t h a t d r o v e us t o t h i s i n v o l v e a l a w s u i t , 

R e n d i n a v e r s u s H a r r i s b u r g and H a r r i s b u r g S c h o o l 

D i s t r i c t . And S e n a t o r Browne a d d r e s s e d t h e 

c o n s t r u c t i o n i n d u s t r y i s s u e , b u t I'm g o i n g t o s t o p 

g o i n g t h e r e e v e r y t i m e h e r e and a s k y o u , i n 

r e l a t i o n t o y o u r a p p l i c a t i o n o f l a w , have you 

e x p a n d e d t h i s w h o l e a r e a b e y o n d j u s t c o n s t r u c t i o n 



t r a d e s i n d u s t r y i n t o o t h e r a r e a s ? We've m e n t i o n e d 

a r c h i t e c t u r a l s e r v i c e s , o t h e r a r e a s . 

And I 'm g o i n g t o e v e n p l a y d e v i l ' s 

a d v o c a t e f o r a m i n u t e h e r e and t h r o w o u t a s c e n a r i o 

t o you and a s k you t o comment on i t . I f a 

t r a v e l i n g s a l e s p e r s o n shows up a t a S t a r b u c k s i n 

B e n s a l e m , opens up t h e i r l a p t o p and e n j oys a l a t t e 

a n d , you k n o w , t y p e s a few e - m a i l s , u n d e r y o u r 

u n d e r s t a n d i n g , have t h e y c r e a t e d a t a x a b l e 

s i t u a t i o n , j u s t by p a r k i n g f o r a c o u p l e h o u r s , 

d r i n k i n g c o f f e e , and d o i n g a l i t t l e w ork i n a 

c o f f e e s h o p ? 

MR. SCOTT: J u s t as a p r a c t i c e i n 

B e n s a l e m , we t a k e t h o s e on a c a s e - b y - c a s e b a s i s and 

we l o o k a t i t as de m i n i m u s a c t i v i t y . So i n t h e 

c a s e o f B e n s a l e m S c h o o l D i s t r i c t and T o w n s h i p , we 

l o o k a t s i g n i f i c a n t a c t i v i t y o v e r a p e r i o d o f t i m e 

where r e v e n u e s and r e c e i p t s a r e s i g n i f i c a n t l y 

g e n e r a t e d o r i m p a c t e d by t h a t a c t i v i t y . So t h a t ' s 

t h e s t a n d a r d t h a t we use as f a r as -¬

SUBCOMMITTEE CHAIRMAN DENLI NGER: And 

c o u l d I a s k you t o p u t a f i n e r p o i n t on de 

m i n i m u s . What do you d e f i n e as de m i n i m u s ? 

MR. SCOTT: W e l l , y o u r s c e n a r i o , i f you 

j u s t have a t r a v e l i n g s a l e s m a n t h a t comes i n and 



h e ' s e i t h e r c h e c k i n g e - m a i l o r j u s t had a m e e t i n g 

i n t h e t o w n s h i p , we l o o k a t t h a t as de m i n i m u s . I f 

we have t h a t same s a l e s m a n t h a t comes i n t h e 

t o w n s h i p and he j u s t h a p p e n s t o u s e t h e S t a r b u c k s 

as h i s b a s e , you g e t f r e e WIFI t h e r e and g r e a t 

c o f f e e , b u t h e ' s g e n e r a t i n g h u n d r e d s o f t h o u s a n d s 

o f r e c e i p t s and i t r e p r e s e n t s a s i g n i f i c a n t p o r t i o n 

o f t h e o v e r a l l r e v e n u e t h a t t h a t p a r t i c u l a r company 

a c t u a l l y g e n e r a t e s , t h e n we l o o k a t t h a t as more 

maj o r a c t i v i t y , and i t w o u l d be s u b j e c t t o 

t a x a t i o n . 

SUBCOMMITTEE CHAIRMAN DENLI NGER: 

M r . S o l i c i t o r , do you c a r e t o comment on t h a t 

i n t e r p r e t a t i o n ? 

MR. P I ZZO: No. I t ' s e n t i r e l y 

c o n s i s t e n t w i t h t h e way t h a t t h e t o w n s h i p has 

i n t e r p r e t ed t h e t a x f o r y e a r s . We have 

c o n s i s t e n t l y f o u n d t h a t -- and o u r mayor p r i d e s 

h i m s e l f on o u r c ommunity b e i n g b u s i n e s s f r i e n d l y . 

He has done a l l t h a t he c a n t o make b u s i n e s s t h r i v e 

and f l o u r i s h i n o u r c o m m u n i t y b e c a u s e i t -- f o r 

p u r p o s e s , c e r t a i n l y , j u s t l i k e t h i s B u s i n e s s 

P r i v i l e g e Tax and o t h e r s , i t c r e a t e s j o b s . I t 

l e s s e n s t h e t a x b u r d e n s on o u r r e s i d e n t s . I t 

c r e a t e s o p p o r t u n i t i e s f o r o u r c ommunity t h a t has 



a l l o w e d o u r community t o t h r i v e i n t h e way t h a t i t 

h a s . 

We have n o t -- we do n o t s e e k t o p u n i s h 

t h e b u s i n e s s t h a t have c h o s e n t o l o c a t e i n o u r 

c o m m u n i t y . We do a l l t h a t we c a n t o h e l p f o s t e r 

t h e i r g r o w t h and t h e i r s u c c e s s . And c e r t a i n l y one 

o f t h e ways i s we d o n ' t o v e r r e a c h and we d o n ' t 

d o u b l e t a x . 

MR. SCOTT: And j u s t t o add o n , I t h i n k 

a n o t h e r t h i n g t h a t n e e d s t o be c o n s i d e r e d when we 

l o o k a t i t , i t ' s n o t j u s t b u s i n e s s e s t h a t o p e r a t e 

w i t h i n PA m o v i n g f r o m j u r i s d i c t i o n t o 

j u r i s d i c t i o n . A s i g n i f i c a n t i m p a c t o f SB 405 as 

w e l l i s i f you have a b u s i n e s s t h a t ' s l o c a t e d i n 

New J e r s e y o r i n New Y o r k o r i n M a r y l a n d and do 

b u s i n e s s i n PA. Under SB 4 0 5 , none o f t h a t 

a c t i v i t y i s t a x a b l e . 

S o , you know, you r i s k n o t o n l y f l i g h t 

t o o t h e r j u r i s d i c t i o n s where t h e y may n o t l e v y t h e 

t a x a t a l l w i t h i n P A , b u t you l o o k a t r e c o n f i g u r i n g 

and f l i g h t o f b u s i n e s s e s a c r o s s PA b o r d e r s , b e c a u s e 

a l l o f t h e i r a c t i v i t y , a t l e a s t u n d e r o u r r e a d i n g 

o f SB 405, w o u l d n ' t be t a x a b l e t o any j u r i s d i c t i o n 

i n P A. 

SUBCOMMITTEE CHAIRMAN DENLI NGER: 



O k a y . V e r y g o o d . Thank y o u . 

F o r t h e n e x t q u e s t i o n , R e p . C h a i r m a n 

B i l l A d o l p h . 

CHAIRMAN ADOLPH: Thank y o u . 

Good m o r n i n g , g e n t l e m e n . Amy, good 

mo r n i n g . 

J u s t f o r t h e r e c o r d , what i s t h e 

p e r c e n t a g e o f y o u r t a x f o r t h e B u s i n e s s P r i v i l e g e 

Tax i n B e n s a l e m ? 

MR. SCOTT: I t v a r i e s a c c o r d i n g t o 

c a t e g o r y . The h i g h e s t r a t e i s .0 022 5, o r two 

d o l l a r s and t w e n t y - f i v e c e n t s p e r t h o u s a n d d o l l a r s 

o f g r o s s r e c e i p t s . 

CHAIRMAN ADOLPH: T h a t ' s t h e h i g h e s t . 

MR. SCOTT: T h a t ' s t h e h i g h e s t . 

CHAIRMAN ADOLPH: And what i s t h e 

l o w e s t ? 

MR. SCOTT: I s .00 10, o r .1 0. 

CHAIRMAN ADOLPH: And how do you 

d e t e r m i n e what b u s i n e s s p a y s t h a t r a t e ? 

MR. SCOTT: I t ' s b a s e d on t h e c a t e g o r y 

w h e t h e r t h e y ' r e i n w h o l e s a l e , r e t a i l , s e r v i c e , o r 

r e n t a l . So t h e s e r v i c e and r e n t a l a r e t h e two 

h i g h e s t c a t e g o r i e s a t two d o l l a r s and t w e n t y - f i v e 

c e n t s p e r t h o u s a n d . 



CHAIRMAN ADOLPH: And t h a t -- t h e 

v a r i o u s r a t e s a l l come u n d e r t h e h e a d i n g B u s i n e s s 

P r i v i l e g e T a x ? 

MR. SCOTT: Y e s . 

CHAIRMAN ADOLPH: M r . S c o t t , you know, 

t h e way you e x p l a i n t h e e x c l u s i o n , t h e e x e m p t i o n , 

as R e p . D e n l i n g e r s a i d t h e " c r e d i t s " f o r o t h e r 

p l a c e s , t h a t ' s t h e way i t w o r k e d f o r many, many, 

many, many y e a r s . And t h a t ' s t h e way i t s h o u l d 

w o r k . 

However, as a r e s u l t o f t h a t c o u r t 

c a s e -- and maybe some m u n i c i p a l i t i e s h a v e n ' t 

c a u g h t up w i t h t h e c o u r t c a s e , o k a y -- as a r e s u l t 

o f t h a t c o u r t c a s e , t h a t d o u b l e t a x a t i o n c a n t a k e 

p l a c e . I t may n o t be t a k i n g p l a c e s t a t e w i d e o r on 

any e v e r y d a y b a s i s , b u t i t a l l o w s f o r d o u b l e 

t a x a t i o n . And t h a t ' s what we're f a c e d w i t h . 

O kay? 

What S e n a t o r Browne i s t r y i n g t o s o l v e 

may c a u s e o t h e r p r o b l e m s , as y o u r t e s t i m o n y b r o u g h t 

o u t . B u t t h a t c o u r t c a s e h a s c a u s e d a p r o b l e m o f 

p o s s i b l e d o u b l e t a x a t i o n . So t h a t ' s where we a r e . 

But t h e way a l l t h r e e o f you e x p l a i n e d 

t h e s c e n a r i o , t h a t ' s why we're h a v i n g t h e s e 

h e a r i n g s . And a p p r e c i a t e you c o m i n g t o H a r r i s b u r g 



and p r e s e n t i n g y o u r t e s t i m o n y . 

Thank y o u . 

MR. SCOTT: Thank y o u . 

SUBCOMMITTEE CHAIRMAN DENLI NGER: R e p . 

P e t r i . 

R E P . P E T R I : Thank you a l l f o r 

t e s t i f y i n g t o d a y . I t ' s a l w a y s g o o d t o see my B u c k s 

C o u n t y f e l l o w f o l k s h e r e and t e s t i f y i n g b e f o r e t h e 

c o m m i t t e e , and t h a n k you f o r y o u r i n t e r e s t i n 

t h i s . T h i s b i l l h a s c r e a t e d some i n t r i g u e . 

What I w a n t e d t o ask i s j u s t r e a l l y 

d i r e c t l y w h e t h e r t h i s w o u l d work f o r you i f t h e 

s o l u t i o n was t h a t you p a i d i n t h e l o c a l c o m m u n i t y 

where you were, e x c e p t where you were p h y s i c a l l y 

o u t s i d e and i n a n o t h e r l o c a l i t y . W ould t h a t s o l v e 

y o u r p r o b l e m ? I f t h a t ' s what t h e n e x u s was, t h a t 

you have t o be p h y s i c a l l y w i t h i n , s a y , B e n s a l e m , 

and f o r t h a t t i m e p e r i o d t h a t y o u ' r e i n t h e r e , i f 

i t ' s an h o u r l y , s a y -- l i k e a l a w y e r , i t w o u l d be 

an h o u r l y b a s i s . Or i f i t ' s a c o n t r a c t o r , i t w o u l d 

be p e r c e n t a g e o f p r o f i t s , m i g h t , i n f a c t , be t h e 

w h o l e j o b . Would t h a t work f o r you? Or w o u l d t h a t 

s t i l l l e a v e you l e s s t h a n where you c u r r e n t l y a r e ? 

MR. SCOTT: I t h i n k t o Amy's p o i n t , I 

t h i n k t h a t i f we're g o i n g t o l o o k a t i t , we s h o u l d 



be l o o k i n g a t t h e w h o l e and n o t p i e c e s . B u t w i t h 

t h a t s a i d , t h a t w o u l d h e l p . 

I t h i n k a n y t h i n g t h a t b r i n g s c l a r i t y on 

a c t i v i t y t h a t h a p p e n s w i t h i n a l o c a l i t y t h a t i s 

f r o m a n o n - b a s e d b u s i n e s s w o u l d be g o o d . So i f we 

c a n d e f i n e i t a s , i f y o u ' r e i n t h e r e , i n t h e 

l o c a l i t y , and y o u ' r e i n t h e r e , as you s a i d , you 

h ave some b a s e , i t may n o t be a p e r m a n e n t b a s e , and 

we l o o k a t maybe t a x i n g t h o s e s i t u a t i o n s , t h a t 

w o u l d h e l p . 

To a l s o s p e a k t o C h a i r m a n A d o l p h ' s 

p o i n t , we a g r e e and we s u p p o r t any e f f o r t s t o 

c l e a r l y d e f i n e o r p r e v e n t d o u b l e t a x a t i o n . 

So, you know, t h e o t h e r t h i n g t h a t I 

w o u l d recommend o r m e n t i o n i s i f we're n o t g o i n g t o 

c o m p l e t e l y c hange i t , add l a n g u a g e t h a t c l e a r l y 

p r e v e n t s t h e d o u b l e t a x a t i o n , r a t h e r t h a n p o s s i b l y 

c r e a t i n g a l l o f t h e new o p p o r t u n i t i e s f o r t h e r e t o 

be g r a y a r e a s o r p o c k e t s where t h e r e a r e no 

t a x a t i o n . 

REP. P E T R I : B e c a u s e i t one o f t h e 

c o n c e r n s I have a b o u t j u s t p a y i n g s i m p l y where y o u r 

b a s e o f o p e r a t i o n i s , i t may c r e a t e c o m p e t i t i v e 

a d v a n t a g e s and d i s a d v a n t a g e s . Now, you know, 

p e o p l e c h o o s e t h e c o m m u n i t i e s t h e y want t o be i n 



f o r a l o t o f r e a s o n s , one o f them m i g h t be w h e t h e r 

t h e r e i s a l o c a l B u s i n e s s P r i v i l e g e Tax o r n o t , and 

t h a t ' s a -- you know, an a p p r o p r i a t e b u s i n e s s 

d e c i s i o n . 

B u t i f we t a x -- i f we c r e a t e d a 

c i r c u m s t a n c e where t h e r u l e was a t l e a s t you pay 

p r i m a r i l y where y o u ' r e l o c a t e d , i t d oes a l l e v i a t e 

some o f t h e p a p e r w o r k . I t p r o b a b l y d oes n o t 

a l l e v i a t e a l l o f i t . I know, as an a t t o r n e y who 

s t i l l p r a c t i c e s , i t w o u l d d r i v e me c r a z y t o go t o 

d i f f e r e n t c o m m u n i t i e s , and i s n ' t i t s h o c k i n g t h a t 

e v e r y c o u n t y s e a t , p r a c t i c a l l y , h a s a BPT? Do you 

t h i n k t h e y were t r y i n g t o c a p t u r e l a w y e r s 

s p e c i f i c a l l y , maybe, k i n d o f , s o r t o f ? 

And, you know, f r o m an a c c o u n t i n g p o i n t 

o f v i e w , i t ' s n o t t h e t a x . I t ' s t h e t i m e s p e n t 

l o g g i n g i t and d o c u m e n t i n g i t and p r o c e s s i n g i t . 

So I t h i n k -- I t h i n k I a p p l a u d , i n some ways, 

where S e n a t o r B r o w n e ' s t r y i n g t o go, a t l e a s t i n 

e l i m i n a t i n g n u i s a n c e p a p e r w o r k , i s what most 

b u s i n e s s m e n w o u l d c a l l t h i s . N u i s a n c e . I 'm -- you 

pay e i g h t y b u c k s t o P h i l a d e l p h i a . W e l l , you know, 

i t t a k e s more t i m e t o a c c o u n t f o r t h e r e c o r d s and 

d o c u m e n t s on a q u a r t e r l y b a s i s t h a n i t d oes i n 

r e v e n u e and t o p r o c e s s t h e c h e c k . 



So w e ' l l j u s t t o have k e e p w o r k i n g . 

Thank y o u , Mr. C h a i r m a n . 

SUBCOMMITTEE CHAIRMAN DENLINGER: Thank 

y o u . 

And we want t o t h a n k o u r p a n e l f o r 

t e s t i f y i n g . We a p p r e c i a t e y o u r i n p u t h e r e i n t h i s 

i m p o r t a n t d i s c u s s i o n , and a t l e a s t a few p o i n t s 

w i l l be c o n s i d e r e d . 

R e p . C o n k l i n , w i t h one q u e s t i o n ? 

R E P . CONKLIN: S o r r y , M r . C h a i r m a n . I 

was d e e p l y l i s t e n i n g t o t h e t e s t i m o n y . 

J u s t a b o u t , r e a l f a s t , f r o m c o m i n g f r o m 

l o c a l g o v e r n m e n t , w o u l d I be on t h e r i g h t t r a c k 

s a y i n g t h a t what s c a r e s you t h e most i s t h e f a c t 

t h a t i f you l o s e t h i s f o r m o f r a i s i n g r e v e n u e , i t ' s 

g o i n g t o p u t n o t j u s t y o u r m u n i c i p a l i t y i n s m a l l 

c i t i e s i n d i r e n e e d , b u t i t ' s g o i n g t o go a c r o s s 

t h e s t a t e ? I mean, w o u l d t h a t be c l o s e ? W i t h t h e 

l i m i t e d -- e v e r y t h i n g w i l l f a l l b a c k s t r i c t l y on 

p r o p e r t y t a x e s , w h i c h we a r e t a l k i n g a b o u t 

e l i m i n a t i n g , b u t , i n r e a l i t y , we c o u l d a c t u a l l y 

c a u s e huge i n c r e a s e s i n a l o c a l p r o p e r t y t a x . 

MR. P I ZZO: Y e s . That w o u l d c e r t a i n l y 

be o u r c o n t e n t i o n . As M r . S c o t t was s a y i n g , we -¬

we w h o l e h e a r t e d l y a g r e e , as h o p e f u l l y h a s come 



t h r o u g h i n t h i s h e a r i n g . We b e l i e v e t h a t t h e r e 

s h o u l d n o t be d o u b l e t a x a t i o n o f o u r b u s i n e s s e s , 

and, i n f a c t , a g a i n , we work t o a v o i d t h a t , n o t 

o n l y so t h a t t h e y w i l l c o n t i n u e t o l o c a t e i n o u r 

community and c o n t i n u e , h o p e f u l l y , t o t h r i v e , 

p a r t i c u l a r l y i n t h i s economy, b u t a l s o so t h a t we 

d o n ' t end up i n t o n s o f f i g h t s o v e r t a x -- i n t a x 

a p p e a l s and t h e l i k e , and end up where we're i n a 

c o n s t a n t l y c o n t e n t i o u s s i t u a t i o n t o s u p p o r t 

a t t e m p t s t o o v e r r e a c h . 

T h a t b e i n g s a i d , we do r e l y on t h i s 

r e v e n u e s t r e a m . And t h e o n l y way t h a t we c a n make 

i t up as a com m u n i t y a t t h i s p o i n t w o u l d be t o t u r n 

a r o u n d and i n c r e a s e r e a l p r o p e r t y t a x e s . And -¬

and what seems t o be, a t t h e moment, a r e a c t i o n t o 

t h e c a s e s and t o -- a r e a c t i o n t o t h e a b i l i t y by 

v i r t u e o f t h o s e c a s e s t o a l l o w c o m m u n i t i e s t h a t do 

want t o o v e r r e a c h t o d o u b l e t a x b u s i n e s s e s , i t 

seems t h a t t h e e a s i e r and c l e a r e r c o u r s e may be t o 

a d o p t l e g i s l a t i o n t h a t s a y s you c a n ' t do t h a t , 

r a t h e r t h a n r e w r i t e t h e l e g i s l a t i o n so as t o c l o s e 

c e r t a i n l o o p h o l e s t h a t , as M r . S c o t t , I b e l i e v e , 

h o p e f u l l y p u t a f i n e p o i n t on, c r e a t e l o o p h o l e s 

t h a t we see r i g h t now, and I'm s u r e once t h e a c t u a l 

c o l l e c t i o n and a d m i n i s t r a t i o n o f t h i s new b i l l , 



were i t t o become l a w and p u t i n t o p l a c e , 

p o t e n t i a l l y o t h e r l o o p h o l e s and o t h e r p r o b l e m s and 

u n f o r e s e e n r e s u l t s w h i c h we b e l i e v e c l e a r l y , r i g h t 

now, on t h e f a c e , t h a t w i l l r e s u l t i n g r e a t e r c o s t 

f o r us t o c o l l e c t and a l o s s i n r e v e n u e t h a t we 

c u r r e n t l y e n j oy, w i t h o u t d o u b l e d i p p i n g and w i t h o u t 

o v e r r e a c h i n g . 

R E P . CONKLIN: Would i t be f a i r t o s a y 

t h a t i n -- and I a g r e e w i t h t h e S e n a t o r t r y i n g t o 

s t o p and I b e l i e v e y o u ' r e t r y i n g t o s t o p t h e d o u b l e 

t a x a b l e . 

Would you a g r e e t h a t t h i s c o u l d be e v e n 

l a r g e r t h a n t h e D e l a w a r e l o o p h o l e t y p e o f a s p e c t ? 

T h a t i t c o u l d a c t u a l l y h a p p e n j u s t by, as you 

p o i n t e d o u t e a r l i e r , m u n i c i p a l i t i e s o r b u s i n e s s e s 

w o u l d p i c k home b a s e s t h a t d o n ' t have t a x e s a t t h e 

same t i m e t h e y ' r e o p e r a t i n g w i t h i n t h e 

m u n i c i p a l i t y . 

MR. P I ZZO: C e r t a i n l y . And, a g a i n , as 

M r . S c o t t s a i d -- and I ' l l l e t h i m p u t a f i n e r 

p o i n t on i t a g a i n -- i n t h e t r a n s i e n t n a t u r e o f 

b u s i n e s s i n t h e 2 1 s t c e n t u r y , t h e home b a s e , t h e 

home-base c r i t e r i a seems t o be g o i n g b a c k w a r d 

r a t h e r t h a n m o v i n g f o r w a r d i n r e s p o n s e t o t h e way 

b u s i n e s s i s c o n d u c t e d o v e r a l l a t t h i s p o i n t i n t i m e 



i n t h i s c o m m o n w e a l t h . 

MR. SCOTT: I t h i n k i t w o u l d a t l e a s t 

be e q u a l t o and p r o b a b l y have t h e p o t e n t i a l o f 

e x c e e d i n g t h e i m p a c t o f t h a t l o o p h o l e . 

R E P . CONKLIN: Thank y o u . 

Thank y o u , M r . C h a i r m a n . S o r r y a b o u t 

t h a t . 

SUBCOMMITTEE CHAIRMAN DENLI NGER: Thank 

yo u , R e p r e s e n t a t i v e . 

Thank you a l l , a g a i n , f o r y o u r 

t e s t i m o n y . We a p p r e c i a t e i t . 

And w e ' l l move t o o u r n e x t p a n e l , w h i c h 

i s a p a n e l o f o n e . M r . Dan S c h u l d e r , E s q u i r e , CPA, 

t e s t i f y i n g on b e h a l f o f t h e PA I n s t i t u t e o f C P A s . 

As he makes h i s way t o t h e t a b l e , I 

want t o a c k n o w l e d g e t h e p r e s e n c e o f some 

r e p r e s e n t a t i v e s who have o r h a d j o i n e d u s : R e p . 

Tom K i l l i o n , R e p . Gene D i G i r o l a m o , R e p . N i c k K o t i k , 

R e p . S t e v e S a m u e l s o n . 

And we're a l s o j o i n e d by H a r r i s b u r g 

mayor, L i n d a Thompson. And, mayor, we welcome you 

h e r e as w e l l . 

M r . S c h u l d e r , as s o o n as y o u ' r e 

p r e p a r e d , you may b e g i n . 

MR. SCHULDER: Good m o r n i n g , C h a i r m a n 



D e n l i n g e r and members o f t h e F i s c a l P o l i c y 

S u b c o m m i t t e e o f t h e House A p p r o p r i a t i o n s 

C o m m i t t e e . 

Thank you f o r t h e o p p o r t u n i t y t o 

p r e s e n t t e s t i m o n y on b e h a l f o f t h e n e a r l y t w e n t y -

one t h o u s a n d members o f PA's I n s t i t u t e o f C e r t i f i e d 

P u b l i c A c c o u n t a n t s r e g a r d i n g S e n a t e B i l l 405, t h e 

l e g i s l a t i o n c l a r i f y i n g t h e a p p l i c a t i o n o f B u s i n e s s 

P r i v i l e g e T a x . 

My name i s Dan S c h u l d e r . And I'm a 

p a r t n e r i n C o z e n O'Connor, r e s i d e n t i n t h e 

H a r r i s b u r g o f f i c e . I am a member o f CPAs as w e l l 

as an a t t o r n e y . I 'm a member o f t h e t a x s e c t i o n o f 

t h e P I CPA as w e l l as t h e t a x s e c t i o n o f t h e Chamber 

o f B u s i n e s s and I n d u s t r y and t h e t a x s e c t i o n , t a x 

c o u n s e l o f t h e PA B a r A s s o c i a t i o n , and t h e f o r m e r 

c h a i r m a n o f t h e t a x s e c t i o n o f t h e b a r 

a s s o c i a t i o n . 

I have p r o v i d e d d e t a i l e d w r i t t e n 

t e s t i m o n y a l o n g w i t h s e v e r a l a r t i c l e s t h a t were 

d r a f t e d r e g a r d i n g t h e R e n d i n a d e c i s i o n and t h e 

s u b s e q u e n t A and L R o s t o v e r , and I'm n o t g o i n g t o 

r e a d t h a t i n t o t h e r e c o r d . I ' v e g i v e n i t t o y o u . 

I t ' s v e r y d e t a i l e d . I t goes t h r o u g h what we had 

p r i o r t o 2007, and I w i l l j u s t go t h r o u g h and 



e x p l a i n t h a t b r i e f l y and t h e n t a l k a b o u t t h e 

l e g i s l a t i o n and what i t ' s p r o p o s e d t o d o . 

P r i o r t o t h e R e n d i n a d e c i s i o n , we h a d a 

b r i g h t - l i n e r u l e i n P A . You h a d t o have a b a s e o f 

o p e r a t i o n s t o be s u b j e c t t o B u s i n e s s P r i v i l e g e T a x . 

The a b i l i t y f o r a m u n i c i p a l i t y t o t a x 

i n PA i s n o t g r a n t e d by t h e c o n s t i t u t i o n i n P A . 

I t ' s g r a n t e d by t h e g e n e r a l a s s e m b l y . So we're i n 

a d i f f e r e n t p l a n e t h a n t h e s t a t e ' s a b i l i t y t o t a x . 

So p r i o r t o 200 7, we had a b r i g h t - l i n e 

r u l e . And t h a t r u l e has been i n p l a c e f o r o v e r 

t h i r t y y e a r s , d a t i n g b a c k t o t h e G i l b e r t i v e r s u s 

P i t t s b u r g h c a s e . You h a d t o have a b a s e o f 

o p e r a t i o n s t o t a x i n a j u r i s d i c t i o n . T h a t was t h e 

b a s e r u l e f o r t h e L o c a l Tax E n a b l i n g A c t o f 

l e g i s l a t i o n , and i t ' s a v e r y good r u l e . 

And t h e r u l e b e i n g t h a t you s h o u l d n ' t 

be a b l e t o t a x j u s t c o m i n g i n t o a m u n i c i p a l i t y and 

h a v i n g a b a s e o f o p e r a t i o n t o c o n t r o l y o u r 

o p e r a t i o n s t h e r e . And o v e r t h e y e a r s we've had a 

number o f c a s e s where m u n i c i p a l i t i e s have t r i e d t o 

t a x , p r i m a r i l y i n t h e c o n s t r u c t i o n i n d u s t r y , 

d e a l i n g w i t h j o b s i t e t r a i l e r s and w h e t h e r t h o s e 

a r e c o n s i d e r e d b a s e o f o p e r a t i o n s . And we've a l s o 

had t a x p a y e r s t r y i n g t o l i m i t t h e r e v e n u e s i n t h e i r 



home m u n i c i p a l i t y where t h e b a s e o f o p e r a t i o n were 

f o r j o b s i t e t r a i l e r s and a c t i v i t y i n o t h e r p a r t s 

o f t h e s t a t e . 

And, c o n s i s t e n t l y , f o r t h e l a s t t h i r t y 

y e a r s , t h e c a s e l a w has h e l d t h a t t h e m u n i c i p a l i t y , 

t o t a x , h a d t o have a b a s e o f o p e r a t i o n i n t h a t 

j u r i s d i c t i o n . A j ob s i t e t r a i l e r , p r i o r t o 

R e n d i n a , was n o t c o n s i d e r e d a b a s e o f o p e r a t i o n , 

and so you h a d t o have a p h y s i c a l p r e s e n c e . I t was 

a b r i g h t - l i n e r u l e . E v e r y o n e knew what t h e r u l e 

w a s . And you a b i d e d by t h e r u l e . 

The S e n a t e B i l l 40 5 i s n o t c h a n g i n g t h e 

d e c k . We're p u t t i n g us b a c k t o a b r i g h t - l i n e r u l e 

we had p r i o r t o December 27 , 2 007 , when t h e R e n d i n a 

d e c i s i o n was i s s u e d . We're n o t m a k i n g w h o l e s a l e 

c h a n g e s h e r e . We're j u s t p u t t i n g us b a c k t o we 

have a b r i g h t - l i n e r u l e where t h a t was t h e s t a t e o f 

law p r i o r t o R e n d i n a . 

When t h e supreme c o u r t i s s u e d t h e 

R e n d i n a d e c i s i o n , i t n o t o n l y e v i s c e r a t e d t h e 

b r i g h t - l i n e r u l e , i t a l s o m u d d i e d t h e w a t e r 

c o n s i d e r a b l y w i t h r e g a r d t o t h e B u s i n e s s P r i v i l e g e 

Tax o r a t r a n s a c t i o n t a x , a m e r c a n t i l e t a x . I t 

k i n d o f m u d d i e d t h e w a t e r on e v e r y t h i n g . 

And so a l l t h i s l e g i s l a t i o n i s t r y i n g 



t o p u t us b a c k t o where we were p r i o r t o December 

2 7 , 20 0 7 , so t h a t you h a d t o have a b a s e o f 

o p e r a t i o n s t o be s u b j e c t t o t a x . 

What has h a p p e n e d s i n c e t h a t 

l e g i s l a t i o n i s t h a t m u n i c i p a l i t i e s a r e g o i n g o u t 

and t r y i n g t o t a x , now, c o n t r a c t o r s b e c a u s e t h e j o b 

s i t e t r a i l e r i s c o n s i d e r e d a -- f r o m an o p e r a t i o n a l 

s t a n d p o i n t , t h e a b i l i t y t o t a x , and so t h e y ' r e 

g o i n g a f t e r t h o s e t y p e s o f b u s i n e s s e s . 

I n a d d i t i o n , b e c a u s e t h e r e ' s no b r i g h t -

l i n e r u l e we have t o have a b a s e o f o p e r a t i o n s , 

m u n i c i p a l i t i e s , i f t h e y ' r e f i n d i n g s e r v i c e 

i n d u s t r i e s c o m p a n i e s o r any company c o m i n g i n t o 

t h e i r j u r i s d i c t i o n t o p e r f o r m any t y p e o f w o r k , 

t h e y ' r e t r y i n g t o t a x them as w e l l . 

And so -- and t h a t ' s where we a r e i n 

t h e s t a t e o f a f f a i r s t o d a y . I t i s a m e s s , g e t t i n g 

w o r s e . And S e n a t e B i l l 40 5 i s t o p u t us b a c k i n 

t h e p o s i t i o n where we were p r i o r t o t h e R e n d i n a 

d e c i s i o n . 

I n a d d i t i o n t o R e n d i n a , a y e a r and a 

h a l f l a t e r , t h e commonwealth c o u r t i s s u e d i t s 

d e c i s i o n i n A and L R o s t o v e r . I n t h a t c a s e , t h e 

t a x p a y e r t r i e d t o t a k e a c r e d i t f o r t h e r e v e n u e s 

g e n e r a t e d by i t s j ob s i t e t r a i l e r s a c r o s s t h e 



s t a t e , and t h e c o u r t s a i d : W e l l , n o . B a s e d on 

R e n d i n a , you d o n ' t have t o g i v e a c r e d i t i n y o u r 

home j u r i s d i c t i o n . 

As a r e s u l t now, we have t h e a b i l i t y 

f o r a m u n i c i p a l i t y -- o r a t a x p a y e r t o be t a x e d 

t w i c e on t h e same s t r e a m s o f i n c o m e . T h a t ' s n o t 

t h e o r e t i c a l . T h a t ' s h a p p e n i n g . 

I n my t e s t i m o n y , I p o i n t o u t one 

e x a m p l e . H a v e n ' t named t h e e n t i t y ' s name, b u t i t 

h a p p e n e d i n t h e c i t y o f R e a d i n g , and where i t moved 

ou t o f t h e c i t y o f R e a d i n g i n t o a m u n i c i p a l i t y t h a t 

had t h e B P T . And i t went i n t o t h e c i t y o f R e a d i n g 

t o do work and i t was h i t by B u s i n e s s P r i v i l e g e Tax 

on t h a t s t r e a m o f r e v e n u e , and i t was -- no c r e d i t 

was g i v e n i n i t s home m u n i c i p a l i t y . So i t ' s 

h a p p e n e d a c r o s s s t a t e . 

What I have h e r e f o r you i s , a l l t h e s e 

d o t s r e p r e s e n t s a l l o f t h e m u n i c i p a l i t i e s 

t h r o u g h o u t t h e commonwealth t h a t have e n a c t e d a 

B P T . You c a n s e e , w h e r e v e r t h e r e ' s a p o p u l a t i o n 

b a s e , e s s e n t i a l l y -- i n t h e e a s t e r n p a r t o f t h e 

s t a t e , S c r a n t o n , W i l k e s - B a r r e , R e a d i n g , A l l e n t o w n ; 

i n t h e w e s t e r n p a r t , i n A l l e gheny C o u n t y -- you 

k n o w , w h e r e v e r t h e r e ' s a b i g p o p u l a t i o n b a s e , 

t h e y ' v e e n a c t e d t h e B P T . 



And s o , w h a t ' s s o m e t i m e s s u g g e s t e d i s 

t h a t e v e r y o n e g e t s a c r e d i t -- t h e y p a y t a x 

w h e r e v e r t h e y ' r e d o i n g t h e work and t h e y g e t a 

c r e d i t i n t h e i r home j u r i s d i c t i o n . The p r o b l e m s 

w i t h t h a t i s t h a t A and L has s a i d t h a t t h e y d o n ' t 

n e c e s s a r i l y have t o g i v e a c r e d i t . 

A n d , t w o , what y o u ' r e s a y i n g i s t h a t : 

I'm i n Mo n t g o m e r y C o u n t y and I j u s t do work i n 

Montgomery, B u c k s , C h e s t e r , and D e l a w a r e C o u n t i e s , 

and maybe P h i l a d e l p h i a . I c o u l d be s u b j e c t t o 

f i f t y d i f f e r e n t BPT t a x e s , f i l e d f r o m f i f t y 

d i f f e r e n t l i c e n s e s , and pay BPT on e a c h s e p a r a t e 

s t r e a m o f income i n t h o s e d i f f e r e n t 

m u n i c i p a l i t i e s . And t h a t i s n o t what t h e LTEA was 

e n a c t e d t o d o . T h a t ' s why t h e y s p e c i f i c a l l y p u t i n 

l e g i s l a t u r e -- p u t i n t h e p r e v i s i o n r e g a r d i n g a 

b a s e o f o p e r a t i o n s , so t h a t you w o u l d n o t 

c o m p l i c a t e t h e b u s i n e s s and make i t more d i f f i c u l t 

and have a l a r g e a d m i n i s t r a t i v e b u r d e n on t a x p a y e r s 

t o do b u s i n e s s . 

I t h i n k t h a t ' s a l l I h a v e . My 

t e s t i m o n y i s v e r y d e t a i l e d , l a i d i t a l l o u t f o r 

y o u . I c a n t a k e q u e s t i o n s a t t h i s t i m e . I t h i n k 

i t may be b e t t e r t h a n me t a l k i n g . 

SUBCOMMITTEE CHAIRMAN DENLINGER: V e r y 



g o o d . We a p p r e c i a t e y o u r t e s t i m o n y and t h e c l a r i t y 

t h a t you b r o u g h t t o t h i s i s s u e . 

And i t i s i n t e r e s t i n g t o n o t e we a r e 

k e p t , g o i n g b a c k t o 1988, t o t h r e e h u n d r e d and 

t w e l v e m u n i c i p a l i t i e s , so t h i s i s n o t e x p a n d i n g a t 

t h i s p o i n t . I t ' s t h e n e x u s o f t h o s e t h a t have t h e 

law i n p l a c e c u r r e n t l y t h a t i s e x p a n d i n g . 

We're r e c e i v i n g t h i s , as a c o m m i t t e e , 

s i g n i f i c a n t sums o f d o l l a r i m p a c t , and I 'm 

w o n d e r i n g i f you c o u l d comment on t h e p e r c e p t i o n o f 

i m p a c t v e r s u s t h e r e a l i t y . I s e n s e t h e r e ' s some 

q u e s t i o n i n g o f t h e d o l l a r amounts t h a t a r e b e i n g 

s u b m i t t e d t o t h i s p a n e l , and w h a t ' s y o u r t a k e on 

t h a t ? 

MR. SCHULDER: W e l l , I h e a r d one 

e x a m p l e t h a t was h u n d r e d o f t h o u s a n d s i s d o l l a r s , 

and when t h e y a c t u a l l y d i d t h e numbers, i t was f i v e 

t h o u s a n d d o l l a r s . 

I have y e t t o see d e t a i l e d a n a l y s i s 

t h a t we c o u l d a l l l o o k a t and a n a l y z e t o see what 

i s t h e a c t u a l i m p a c t . My g u e s s i s t h a t i t ' s a l o t 

l e s s t h a n what p e o p l e a r e a c t u a l l y s a y i n g , b e c a u s e 

i f t h e y have a b u s i n e s s i n t h e i r home m u n i c i p a l i t y 

now, what t h i s l e g i s l a t i o n d o es i s p u t us back 

p r i o r t o t h e R e n d i n a c a s e , w h i c h was a l a w i n PA 



f o r t h i r t y y e a r s . And I c a n ' t i m a g i n e how t h e r e 

c o u l d be t h a t g r e a t o f an i m p a c t on r e v e n u e s , 

b e c a u s e i f , i n f a c t , you have a b u s i n e s s i n t h e 

m u n i c i p a l i t y t h a t i s now b e i n g t a x e d o u t s i d e and 

b e i n g -- g e t t i n g c r e d i t s i n t h e home m u n i c i p a l i t y , 

w e l l , t h a t home m u n i c i p a l i t y i s g o i n g t o p i c k up 

a l l t h a t i n c o m e , so i n e s s e n c e , t h e y ' r e g o i n g t o 

make up f o r some o f t h e l o s s . 

So I t h i n k p e o p l e a r e o n l y l o o k i n g a t 

h a l f t h e l e d g e r . I f you l o o k a t t h e b a l a n c e s h e e t 

l e d g e r , t h e T a c c o u n t , y o u ' r e o n l y l o o k i n g a t one 

s i d e . You n e e d t o l o o k a t b o t h s i d e s . And I t h i n k 

t h a t ' s b e i n g m i s s e d h e r e . 

But I have s e e n no d a t a f r o m anyone 

t h a t j u s t i f i e s t h e w i l d numbers t h a t I ' v e s e e n -¬

t h a t I 've h e a r d . So I c a n ' t t r u l y comment on i t . 

And i t ' s i n t e r e s t i n g t o n o t e t h a t I 

have been t r y i n g , w i t h t h e P I CPA, t h e c h a m b e r s , and 

o t h e r s , s i n c e t h e b e g i n n i n g o f 2008, t o t r y t o g e t 

l e g i s l a t i o n t o p u t us back p r i o r t o t h e R e n d i n a 

c a s e , and a t no t i m e , u n t i l v e r y r e c e n t l y , h a s 

anyone r a i s e d t h e i s s u e o f l o s i n g s u b s t a n t i a l 

d o l l a r s . And t h i s i s s u e ' s been o u t h e r e f o r a l m o s t 

f i v e y e a r s . 

SUBCOMMITTEE CHAIRMAN DENLI NGER: P r i o r 



t e s t i m o n y r a i s e d t h e i s s u e o f a g r a y a r e a , i f you 

w i l l , o f non t a x a t i o n . B u s i n e s s e s c o m i n g i n f r o m 

o u t o f s t a t e and, you know, d o i n g a p a s s - t h r o u g h 

where t h e y engage i n a c t i v i t y , u t i l i z e t h e s e r v i c e s 

o f a g i v e n c o m m u n i t y , w i t h o u t any t a x e f f e c t on 

t h a t , o r , I g u e s s , m u n i c i p a l i t i e s t h a t have a t a x 

v e r s u s t h o s e t h a t d o n ' t i n n e i g h b o r i n g p r o x i m i t y , 

and t h e e f f e c t s on b i d d i n g and so f o r t h . 

W o u l d you c a r e t o comment on t h o s e 

t h o u g h t s ? 

MR. SCHULDER: W e l l , p r i o r t o R e n d i n a , 

t h a t was t h e n a t u r e o f t h e b e a s t , t h a t you c a n 

a l w a y s a r r a n g e y o u r t a x a f f a i r s t o r e d u c e t a x e s . 

So i f a t a x p a y e r want ed t o , i t co u l d mo ve o u t o f 

one m u n i c i p a l i t y and i n t o a n o t h e r m u n i c i p a l i t y t h a t 

d i d n ' t have t h e t a x . T h a t was a l w a y s t h e c a s e , 

t h a t s t i l l i s t h e c a s e . 

The q u e s t i o n i s , a r e t h e y g o i n g t o move 

and why a r e t h e y i n t h e m u n i c i p a l i t y . So t h a t h a s 

n o t c h a n g e d and has n e v e r c h a n g e d , h a s a l w a y s been 

t h e r u l e . I d o n ' t have t o go i n t o a m u n i c i p a l i t y 

t h a t h as t h e t a x . I c a n a r r a n ge my a f f a i r s s o I 

can r e d u c e t a x . 

I n t e r m s o f p e o p l e f r o m o u t o f s t a t e 

c o m i n g i n and o t h e r m u n i c i p a l i t i e s c o m i n g i n t o do 



work i n t h e m u n i c i p a l i t y t h a t has t h e t a x , w e l l , 

number one, t h e -- p r i o r t o R e n d i n a , t h e j o b s i t e 

t r a i l e r was n o t a b a s e o f o p e r a t i o n and you 

c o u l d n ' t t a x i t . So p r i o r t o t h a t t i m e , we 

c o u l d n ' t t a x t h o s e r e c e i p t s . Those r e c e i p t s went 

back t o y o u r home m u n i c i p a l i t y . T h a t was what t h e 

commonwealth c o u r t h a d s a i d , what t h e supreme c o u r t 

had s a i d p r i o r t o R e n d i n a and a l l t h e c a s e l a w 

s u b s e q u e n t t o t h a t t i m e . 

I n t e r m s o f -- I have h e a r d i t s a i d 

t h a t , you know, a c o n t r a c t o r c o m i n g i n and b u i l d i n g 

a b i g d e v e l o p m e n t i n t h e m u n i c i p a l i t y d o e s n ' t pay 

t a x on t h a t r e v e n u e t h a t t h e y g e n e r a t e b u i l d i n g 

t h a t d e v e l o p m e n t . W e l l , t h a t i s t r u e . B u t once he 

l e a v e s , t h a t d e v e l o p m e n t i s t h e r e and t h e r e ' s g o i n g 

t o be y e a r s and y e a r s and y e a r s and y e a r s o f 

p r o p e r t y t a x , l o c a l t a x , w i t h h o l d i n g t a x , l o c a l 

g a r b a g e , s e w e r , a l l t h e s e f e e s a s s o c i a t e d w i t h a 

l a r g e d e v e l o p m e n t . So, i n e s s e n c e , t h e 

m u n i c i p a l i t y i s b e i n g b e n e f i t e d i n a s u b s t a n t i a l , 

l o n g - t e r m way on s u c h a d e v e l o p m e n t . 

I f someone comes i n , j u s t b e c a u s e 

t h e -- t h e y d o n ' t g e t B P T . When t h e c o n s t r u c t i o n 

i s done, t h e y ' r e g e t t i n g a l l t h o s e b e n e f i t s y e a r i n 

and y e a r o u t i n t o t h e f u t u r e as l o n g as t h a t 



d e v e l o p m e n t ' s t h e r e . 

So I d o n ' t see t h a t t h a t ' s a l o n g -

t e r m -- i t ' s a l o n g - t e r m b e n e f i t f o r t h e 

m u n i c i p a l i t y . I t may be a s h o r t - t e r m l o s s i n one 

y e a r , b u t i t ' s a l o n g - t e r m b e n e f i t , so I d o n ' t see 

t h a t as a p r o b l e m . 

You know, w h a t ' s h a p p e n i n g now i s t h a t , 

w i t h o u t h a v i n g a b a s e -- a c l e a r d e f i n i t i o n o f a 

b a s e o f o p e r a t i o n s , what you see i s t h a t i f a 

m u n i c i p a l i t y f i n d s a s e r v i c e company c o m i n g i n t o 

t h e i r m u n i c i p a l i t y , t h e y ' r e g o i n g t o t r y t o t a x 

t h e m . I t ' s been d o n e . I t ' s b e i n g done now. 

I s p e a k a t t h e t a x a s s e s s o r s and 

c o l l e c t o r s c o n f e r e n c e e v e r y y e a r , and t h e y t e l l me, 

i f t h e y f i n d on e, t h e y ' r e g o i n g t o c o l l e c t i t . 

T h e y ' r e g o i n g t o t r y t o g e t t h e m . And, you know, 

i t ' s v e r y e a s y t o do d a t a l i n i n g f r o m t h e e n t i t i e s 

i n y o u r j u r i s d i c t i o n and s a y : Who's y o u r l a w y e r ? 

Who's y o u r a c c o u n t a n t ? Who's y o u r s a l e s m a n ? Where 

a r e t h e y l o c a t e d ? G i v e me an a d d r e s s and t e l e p h o n e 

n u m b e r . And t h e n s e n d o u t a n o t i c e , you know. And 

t h a t , t o me, i s a p r o b l e m , b e c a u s e t h a t ' s n o t what 

t h e L o c a l Tax E n a b l i n g A c t was s e t up t o d o . 

SUBCOMMITTEE CHAIRMAN DENLI NGER: V e r y 
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And r e c o g n i z i n g t h a t we a r e c o m i n g up 

a g a i n s t t h e s t a r t o f s e s s i o n a t 1 1:0 0, w e ' l l n e e d 

t o k e e p m o v i ng a l o n g . 

I want t o d e f e r t o C h a i r m a n A d o l p h f o r 

any qu e s t i o n s . 

CHAIRMAN ADOLPH: Thank y o u , C h a i r m a n 

D e n l i n g e r . 

And t h a n k y o u , a g a i n , f o r y o u r 

t e s t i m o n y . 

And, o b v i o u s l y , I a p p l a u d t h e P I C P A ' s 

e f f o r t t o s t o p t h e d o u b l e t a x a t i o n . I t h i n k t h a t 

e v e r y b o d y h e r e f e e l s t h a t t h i s i s n o t t h e way t o 

g o . And t h i s c a s e h a s c a u s e d t h i s as a p r o b l e m . 

But you h e a r d f r o m t h e l o c a l o f f i c i a l s and so f o r t h 

and t h e y d o n ' t want t h e d o u b l e t a x a t i o n . 

I do -- I do f e e l t h a t i t i s g o i n g t o 

be t h i s s u b c o m m i t t e e ' s c h a r g e t o f i n d o u t , when we 

go back p r i o r t o R e n d i n a , o k a y , t h a t many 

m u n i c i p a l i t i e s , d e f i n i n g t h e p r i n c i p l e p l a c e o f 

b u s i n e s s , you know, i s t h e p r o b l e m . 

And I ' l l g i v e you an e x a m p l e . I f 

y o u ' r e a CPA f i r m l o c a t e d i n D e l a w a r e C o u n t y --

H a v e r f o r d , S p r i n g f i e l d , M a r p l e -- t h e y a l l have 

B u s i n e s s P r i v i l e g e T a x . You s e n d a team o f 

a u d i t o r s up t o B e n s a l e m t o do an a u d i t , and t h e y 



s p e n d t h i r t y d a y s i n B e n s a l e m . Y o u r 

i n t e r p r e t a t i o n , p r i o r t o t h e R e n d i n a c a s e , s h o u l d 

B e n s a l e m be t a x i n g t h a t team o f a u d i t o r s t h a t s p e n d 

t h i r t y d a y s i n B e n s a l e m d o i n g an a u d i t ? 

MR. SCHULDER: No. B e c a u s e p r i o r t o 

R e n d i n a , you h a d t o have a b a s e o f o p e r a t i o n s . 

J u s t b e c a u s e you came i n t o do work i n t h e 

m u n i c i p a l i t y , w i t h o u t a b r i g h t - l i n e r u l e , you 

s h o u l d n ' t be s u b j e c t t o t a x . T h a t ' s what t h e L o c a l 

T a x E n a b l i n g A c t h a d s a i d , b e c a u s e t h e y s a i d you 

had -- a b a s e o f o p e r a t i o n s was t h e a b i l i t y t o t a x . 

CHAIRMAN ADOLPH: T h a t i s what I 

t h o u g h t y o u r a n s w e r was g o i n g t o b e . O k a y . 

However -- h o w e v e r , I b e l i e v e t h a t 

t h e s e l o c a l m u n i c i p a l i t i e s have been t a x i n g , o k a y , 

have been t a x i n g t h a t e x a m p l e . Okay? And what t h e 

home m u n i c i p a l i t y has been a l l o w i n g -- t h e 

H a v e r f o r d s , t h e S p r i n g f i e l d s , t h e M a r p l e s -- i n 

D e l a w a r e C o u n t y , an e x e m p t i o n o r e x c l u s i o n on t h e 

r a t e o f t a x . Okay? So my p o i n t i s and I t h i n k t h e 

b o t t o m l i n e h e r e , Dan, i s t h a t t h e y a r e n o t 

c o n s i d e r i n g t h a t t h e y w i l l now be a b l e t o t a x t h e i r 

home b a s e b u s i n e s s e s on a h u n d r e d p e r c e n t o f t h a t 

a c t i v i t y . And I t h i n k t h i s i s what t h i s c o m m i t t e e 

n e e d s t o l o o k a t . 



And when we're t a l k i n g t o t h e 

M r . S c o t t s o f t h e w o r l d , who's v e r y k n o w l e d g e a b l e 

i n t h e B e n s a l e m w o r l d , b u t we have t o a s k them t o 

go b a c k and see i f -- how many home town B e n s a l e m 

b u s i n e s s a r e t a k i n g e x c l u s i o n s on t h i s and compare 

i t t o what t h e b u s i n e s s e s c o m i n g i n t h a t you 

b e l i e v e w o u l d n o t be s u b j e c t t o t h i s t a x t h a t 

B e n s a l e m i s c u r r e n t l y t a x i n g . 

And I t h i n k t h a t l i e s t h e p r o b l e m . 

T h a t l i e s t h e p r o b l e m . And I t h i n k t h a t ' s where we 

n e e d t o r e a l l y e m p h a s i z e o u r m e e t i n g s o n . B e c a u s e , 

o v e r t h e y e a r s , o v e r t h e t h i r t y y e a r s o f t h i s t a x , 

l o c a l s o l i c i t o r s , l o c a l code e n f o r c e m e n t f o l k s have 

been t a x i n g t h a t e x a m p l e t h a t I gave y o u . W h e t h e r 

i t be an a t t o r n e y , an a c c o u n t a n t , an a r c h i t e c t , 

t h e y come i n and t h e y do work t h e r e . Sometimes 

i t ' s a d a y , s o m e t i m e s i t ' s a week. They g r a b a 

l i t t l e p i e c e o f t h e a c t i o n . They t a x t h a t 

b u s i n e s s , you know, w h a t e v e r i t i s , one and a h a l f 

m i l l s , two m i l l s , w h a t e v e r i t may b e . But t h e i r 

c o n t r o l l e r o r t h e i r p u b l i c a c c o u n t i n g f i r m s c o u l d 

t a k e an e x c l u s i o n a t t h e e n d o f t h e y e a r . Okay? 

But when we -- when t h e y see t h e s e 

l e t t e r s come o u t , t h e y t h i n k t h e y ' r e g o i n g t o be 

l o s i n g t h a t , b u t t h e y ' r e n o t c a l c u l a t i n g what t h e y 



w o u l d be g a i n i n g f r o m t h e i r home b a s e b u s i n e s s e s . 

And t h a t ' s where we n e e d t o -- n e e d t o l o o k a t and 

t h e n compare t h e t w o . 

B e c a u s e -- b e c a u s e t h i s i s k i n d o f , y o u 

k n o w , g r a n d f a t h e r e d . T h e r e ' s o n l y so many 

m u n i c i p a l i t i e s o u t t h e r e t h a t can do t h i s . We have 

t o t a k e a l o ok a t i t . 

And a l o t o f t h e s e b u s i n e s s , a l o t o f 

t h e s e c o m m u n i t i e s d i d t h i s , D a n , b e c a u s e o f t h e 

f a c t t h e y ' r e s u r r o u n d i n g by -- i n P h i l a d e l p h i a , y o u 

know, P h i l a d e l p h i a has t h e 3.35 c i t y wage t a x . 

They c o u l d n ' t -- you know, t h e s u b u r b a n c o m m u n i t i e s 

c o u l d n o t e n a c t a t a x b e c a u s e t h e y w o u l d n ' t b e n e f i t 

f r o m i t on t h o s e wages b e c a u s e t h e y ' r e a l r e a d y 

p a y i n g a P h i l a d e l p h i a c i t y wage t a x . So t h a t ' s why 

t h e h i s t o r y o f t h i s B u s i n e s s P r i v i l e g e Tax came 

a b o u t , b e c a u s e 35 -- s o m e t i m e s as h i g h -- I'm s u r e 

B e n s a l e m ' s g o t a l a r g e p e r c e n t a g e o f t h e i r work -¬

t h e i r r e s i d e n t s t h a t work i n t h e c i t y o f 

P h i l a d e l p h i a . 

So i t ' s a l l t i e d i n t o one h e r e , and a l l 

we're t r y i n g t o g e t t o i s t a x f a i r n e s s , j u s t l i k e 

t h e P I CPA's t r y i n g t o g e t t o a v o i d t h i s d o u b l e 

t a x a t i o n . 

But I t h a n k y o u , and i f you have a 



comment on my s t a t e m e n t . 

MR. SCHULDER: Y e s . Two p o i n t s . The 

f i r s t b e i n g t h a t b e c a u s e t h e DCED i s n o t -- i s 

s a y i n g t h a t t h e r e i s no P h i l a d e l p h i a s u p e r c r e d i t 

a n y m o r e , t h e l o c a l m u n i c i p a l i t i e s a r o u n d 

P h i l a d e l p h i a a r e g o i n g t o be b e n e f i t i n g and 

t a x p a y e r s a r e g o i n g t o pay a d d i t i o n a l t a x b e c a u s e 

t h e y w i l l n o t be g e t t i n g a f u l l c r e d i t on t h e i r 

home j u r i s d i c t i o n b e c a u s e o f t h e -- t h e change i n 

t h e P h i l a d e l p h i a s u p e r c r e d i t i s s u e . So t h e y a r e 

g o i n g t o be p i c k i n g up a d d i t i o n a l money. 

I n a d d i t i o n -¬

CHAIRMAN ADOLPH: I'm n o t t o o happy 

a b o u t t h a t , q u i t e f r a n k l y . 

MR. SCHULDER: I'm n o t e i t h e r , b u t 

t h a t ' s an i s sue -¬

CHAIRMAN ADOLPH: Oh, y e a h . And I 

s h a r e d t h a t -- I s h a r e d t h a t w i t h t h e c h a i r m a n . 

A n d , I mean, t h a t ' s what g o i n g o n . And s o , I mean, 

you know, t h e s e wage e a r n e r s a r e p a y i n g y o u , know, 

3.3 p e r c e n t t o t h e c i t y o f P h i l a d e l p h i a , and t h e y 

come b a c k and do t h e i r l o c a l i n come t a x and t h e y 

owe a n o t h e r 1 p e r c e n t . And so I mean 

MR. SCHULDER: And t h e y won't know t h a t 

u n t i l A p r i l o f 2013. 



CHAIRMAN ADOLPH: I h o p e , somehow o r 

a n o t h e r , we're a b l e t o change t h a t . 

MR. SCHULDER: And w i t h r e g a r d t o y o u r 

o t h e r p o i n t , you know, p r i o r t o R e n d i n a , t h o s e 

m u n i c i p a l i t i e s s h o u l d r e a l l y h ave n o t been t a x i n g 

b e c a u s e t h e l a w -- was l a w was t h e l a w , and t h e y 

s h o u l d n o t have been t a x i n g . Some may have b e e n . 

And t h a t b r i n g s up a f u n d a m e n t a l 

p r o b l e m w i t h t h i s t a x i s t h a t t h e BPT i s g e n e r a l l y 

v e r y s m a l l . P e o p l e l o o k a t i t as a n u i s a n c e , and 

t h e y d o n ' t want t o f i g h t i t b e c a u s e i t c o s t s t o o 

much money t o f i g h t . J u s t pay t h e t a x -- i t ' s p a r t 

o f d o i n g b u s i n e s s -- and go o n . 

But t h e p r o b l e m w i t h t h a t i s t h a t i t ' s 

u n f a i r . I t i s a d i f f i c u l t y t h a t c u t s a c r o s s t h e 

e n t i r e c o m m o n w e a l t h . And t h e r e n e e d s t o be a 

f u n d a m e n t a l f a i r n e s s . 

What I ' ve a l w a y s a d v o c a t e d i s t h a t we 

n e e d one r u l e , one s e t o f r u l e s . W h a t e v e r t h e r u l e 

i s , you j u s t t e l l me what i t i s and I w i l l a b i d e by 

t h e r u l e , b u t we have t o have a l e v e l p l a y i n g 

f i e l d . We c a n ' t have one m u n i c i p a l i t y o v e r h e r e 

d o i n g one t h i n g , one m u n i c i p a l i t y o v e r h e r e d o i n g 

s o m e t h i n g e l s e and c a u s i n g i n e q u i t y w i t h i n t h e 

s y s t e m . 



L e t ' s do one p l a y i n g f i e l d , one s e t o f 

l e v e l r u l es and t h e n we a l l a b i d e by t h e m . And 

t h a t ' s what o u r t a x -- t h a t ' s what t h e w h o l e p o i n t 

o f o u r t a x i n g s y s t e m i s a l l a b o u t . One s e t o f 

r u l e s and we a b i d e by t h e m . 

SUBCOMMITTEE CHAIRMAN DENLI NGER: V e r y 

g o o d . 

We're up a g a i n s t o u r t i m e l i m i t . T h e r e 

was a q u e s t i o n f r o m R e p . C o n k l i n . I w i l l a l l o c a t e 

you t h i r t y s e c o n d s , i f you w o u l d l i k e t o have i t , 

and t h i r t y s e c o n d s f o r R e p . K o t i k as w e l l . 

R E P . CONKLIN: Thank y o u . 

I c a n t e l l y o u ' r e a v e r y w e l l 

s t r u c t u r e d t y p e o f i n d i v i d u a l w i t h an 

u n d e r s t a n d i n g . 

J u s t v e r y q u i c k l y , j u s t t o us e a q u i ck 

e x a m p l e . I was i n t h e c o n s t r u c t i o n i n d u s t r y f o r 

f o r t y y e a r s . My f a t h e r was -- my f a t h e r -- t h e 

m u n i c i p a l i t y w h i c h I l i v e h a s no B u s i n e s s P r i v i l e g e 

T a x . My f a t h e r d i d a b o u t t h i r t y c u s t o m e r s a y e a r 

w i t h i n t h a t m u n i c i p a l i t y . 

When I -- b e f o r e I s o l d t h e company, I 

was up t o a b o u t two h u n d r e d f i f t y c u s t o m e r s a y e a r , 

b u t s t i l l o n l y d o i n g a b o u t t w e n t y - f i v e t o t h i r t y 

w i t h i n t h e m u n i c i p a l i t y , w i t h i n a t w o - h u n d r e d - m i l e 



r a d i u s . I s t h e r e any -- so t o make a l o n g s t o r y 

s h o r t , I w o u l d n o t be p a y i n g any B u s i n e s s P r i v i l e g e 

Tax i n e i t h e r o f t h e c i t i e s -- i n t h e m u n i c i p a l i t y 

where I was w o r k i n g o r my l o c a l m u n i c i p a l i t y . 

F r o m what I ' v e s e e n , t i m e s have 

c h a n g e d . We're no l o n g e r a communi t y . We're now, 

you know -- do you t h i n k t h a t t h e r e ' s any way t h a t 

i n d i v i d u a l s s u c h as y o u r s e l f c o u l d come up w i t h a 

way t h a t we c o u l d n o t o n l y go b a c k t o a 

s i m p l i f i c a t i o n b u t a l s o be a b l e t o come up w i t h a 

way t o encompass t h e m u n i c i p a l i t i e s w h i c h have 

p e o p l e who do s e r v i c e s w i t h i n -- d o i n g j o b s w i t h i n 

t h e m u n i c i p a l i t y b u t a r e n o t g e t t i n g any r e v e n u e s 

b a c k f o r t h e s e r v i c e s w h i c h t h e y ' r e g i v i n g ? 

MR. SCHULDER: I t h i n k t h a t ' s a v e r y 

d i f f i c u l t q u e s t i o n t o a n s w e r . T h a t w o u l d e n t a i l a 

m a j o r s h i f t i n t h e L o c a l Tax E n a b l i n g A c t t o do i t , 

I w o u l d t h i n k . And what was t r y i n g t o g e t 

a c c o m p l i s h e d w i t h S e n a t e B i l l 405 was n o t m a j o r 

o v e r a l l and n o t m a j o r r e f o r m o r c h a n g e . I t was 

j u s t t o , as n a r r o w l y as p o s s i b l e , p u t us b a c k and 

g i v e us a b r i g h t - l i n e r u l e . 

And i f you d o n ' t l i k e t h e b r i g h t - l i n e 

r u l e and you want t o change t h e w h o l e t h i n g , t h e 

w h o l e s y s t e m , t h e n t h a t , o b v i o u s l y , i s t h e p u r v i e w 



o f t h e l e g i s l a t u r e t o go do t h a t . 

What we t r i e d t o do and what S e n a t e 

B i l l 4 05 t r i e d t o do was t o j u s t , as n a r r o w l y as 

p o s s i b l e , f i x a p r o b l e m t h a t was c a u s e d by t h e 

R e n d i n a and A and L c a s e s , t o g i v e us a b r i g h t - l i n e 

r u l e , a r u l e t h a t we can l i v e w i t h and u n d e r s t a n d 

and e v e r y o n e c a n u n d e r s t a n d and p l a y by t h a t same 

r u l e . 

So i f you want t o c o m p l e t e l y change t h e 

r u l e s a l t o g e t h e r , t h a t c a n c e r t a i n l y be d o n e , b u t 

t h a t was n o t what S e n a t e B i l l 405 was t r y i n g t o d o . 

SUBCOMMITTEE CHAIRMAN DENLINGER: Rep. 

K o t i k . 

R E P . KOTI K: Thank y o u , M r . C h a i r m a n . 

J u s t a t h i r t y - s e c o n d l i t t l e 

c o m m e n t a r y . From someone t h a t h as t h e i r r o o t s i n 

l o c a l g o v e r n m e n t , I t h i n k t h i s w h o l e i s s u e p o i n t s 

o u t t h e n e e d how much we have t o l o o k a t l o c a l 

t a x a t i o n , a l l t h e d i f f e r e n t r e v e n u e s t r e a m s t h a t 

l o c a l m u n i c i p a l i t i e s have t o m a i n t a i n t h e i r v i a b l e 

c o m m u n i t i e s . 

B e c a u s e what h a p p e n s i s , we have a l l 

t h e s e c o n t r o v e r s i e s . We have t h e C a s e y r e f e r e n d u m 

i n 1988, w h i c h t h r e w e v e r y t h i n g i n t o c h a o s . I have 

c o m m u n i t i e s t h a t n e e d r e v e n u e . They c a n ' t e n a c t a 



f o l l o w e d . 

So we n e e d t o l o o k a t a l l o f t h e 

s o u r c e s o f t h e r e v e n u e , a l l t h e t a x e s we 

h a v e . We a c t u a l l y n e e d t o l o o k a t l o c a l 

t a x e s , how c o m m u n i t i e s a r e a b l e t o s t a y i n 

s e r v i c e , o r e l s e we're j u s t g o i n g t o 

c o n t i n u a l l y r e l y on p r o p e r t y t a x . And t h a t ' s 

n o t a v i a b l e o p t i o n f o r me. 

Thank y o u , M r . C h a i r m a n . 

SUBCOMMITTEE CHAIRMAN DENLI NGER: Tha 

y o u . 

And t h a n k y o u , M r . S c h u l d e r . We 

a p p r e c i a t e y o u r t e s t i m o n y b e f o r e u s . 

And t h a n k you f o r a l l who 

p a r t i c i p a t e d . 

We a r e a d j o u r n e d . 

( W h e r e u p o n , t h e h e a r i n g c o n c l u d e d 

a t 11: 03 a.m.) 

* * * * * 



p r e s e n t upon t h e h e a r i n g o f t h e a b o v e - e n t i t l e d 

m a t t e r and t h e r e r e p o r t e d s t e n o g r a p h i c a l l y t h e 

p r o c e e d i n g s had and t h e t e s t i m o n y p r o d u c e d ; 

and I f u r t h e r c e r t i f y t h a t t h e f o r e g o i n g i s a 

t r u e and c o r r e c t t r a n s c r i p t o f my s a i d 

s t e n o g r a p h i c n o t e s . 
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