











EIT COLLECTION

municipal and school district officials
not just to make the EIT consolidation
happen, but to make it work. And the
sooner they get started, the better.
The first thing that township of-
ficials should do is get to know the law,
and one way to do that is to log onto
the Web site for the state Department

of Community and Economic Devel-
opment. A page dedicated to Act 32
includes a copy of the law, an imple-
mentation timeline, maps of the new
tax collection districts, and a frequently
updated list of questions and answers.
(See box on Page 24 for instructions on
how to access this information.)

Next, townships need to appoint
their voting delegate and one or more
alternates to the countywide tax collec-
tion committee by making a motion at
a public meeting.

The Tax & Utility Collectors
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We’ll Get You Back On
The Road Again

At John Bonham’s

We offer road signs, calcium chloride and salt,
snow plows, ADS plastic and corrugated metal pipe,
dump bodies and spreaders.

In addition, we manufacture our own snow and

Call us before you make your next purchase. Our
prices and service are guaranteed to make you happy

John Bonham
Road Equipment & Supplies

P.O. Box 270, Honesdale, PA 18431
(570) 253-3286

“A lot of municipalities are ask-
ing who that delegate should be,” says
Mitch Hoffman, local government poli-
cy manager with the Governor’s Center.
“We're stressing that it should be some-
one who has some fairly comprehensive
understanding of the earned income
tax because for most municipalities,
that’s their main source of revenue.”

The delegate does not have to be
an elected official, Hoffman adds, or
even live in the township. It can be a
manager, a finance director, or perhaps
a certified public accountant — anyone
who knows tax collection and will work
well with others on the township’s be-
half.

PSATS’ Holly Fishel offers a con-
cise directive for those representatives.
“Their job is going to be making sure
that the EIT revenue check keeps com-
ing in and that the township is getting
its due,” she says.

Some townships are concerned
that their delegate’s vote may not carry
much weight compared to larger mu-
nicipalities or school districts. During
the first meeting of the tax collection
committee, each representative’s vote
will be weighted 50 percent based on
earned income tax revenue collected
and 50 percent based on population.
After that, the committee may choose
a different voting option, including a
simple majority rule.

Several townships, Hoffman says,
are looking at those facts and planning
ahead.

“Municipalities that have a lower
population or lower EIT revenue have a
smaller vote,” he says, “so a lot of those
are going to get together to appoint a
single delegate.”

To do that, Fishel explains, each
governing body still has to appoint one
delegate. However, multiple bodies can
appoint the same delegate.

The work doesn’t end with these
appointments, however. David Blain, a
supervisor for Lower Paxton Township
in Dauphin County and a certified pub-
lic accountant who has worked exten-
sively with the EIT issue, has a few more
words of advice.

“Townships need to start collaborat-
ing with other surrounding municipali-
ties and school districts to see what tax
collectors they use, how the arrange-



EARNED INCOME TAX
COLLECTION

Q:

A:

How will the new EIT collection
system work?

Act 32 of 2008 creates a consoli-
dated EIT tax collection in Penn-
sylvania, with 69 tax collection
districts aligned generally along
county borders. Each taxing body
in the county will appoint a del-
egate and at least one alternate to
a countywide tax collection com-
mittee, which will administer the
system for that county.

The committee will establish
bylaws for its organization, decide
who will collect the EIT for all of the
taxing bodies, and provide for an-
nual audits of the tax collector.

: What does our township need to

do to appoint a delegate to the
countywide tax committee?

: The township must appoint one

delegate and at least one alter-
nate by making a motion at a
public meeting. The delegate and
alternate(s) do not have to be elect-
ed officials and do not even have
to live in the township. They should,
however, be knowledgeable about
earned income tax collection and
its importance as a revenue source
for the township.

: Townships are being told to “pre-

pare now” for the EIT consolida-
tion, but what does that mean?

: Townships should become familiar

with the law and its requirements.
They should also start collaborat-
ing with other municipalities and
school districts in the county to
learn what tax collectors they use
and the pros and cons of each.
Knowing the basics of the law and

details about a variety of tax collec-
tors upfront should help make the
countywide tax collection commit-
tee meetings more productive.

: It seems there may be significant

startup costs associated with
creation of the tax collection
committee and choosing a tax of-
ficer. Who pays for these costs?

: Costs will be split equitably among

the taxing jurisdictions in the coun-
ty. Assistance for some costs may
also be available from the state
Department of Community and
Economic Development’s Shared
Municipal Services Program.

: Where can townships turn if we

have questions about Act 32 and
the consolidated EIT collection?

: Townships may call the Governor’s

Center for Local Government Ser-
vices toll-free at (888) 223-6837
for technical assistance or log onto
www.psats.org or www.newpa.org
for additional information.

The Governor’s Center is also
developing standard forms, a tax
collector request for proposal, sam-
ple tax collection committee bylaws
and regulations, and tax collector
practices and procedures, among
other things, to help tax collection
committees with the transition.

: What role does the county play in

the new EIT collection process?

: The county has no part in the

collection process. However, it is
responsible for setting up the first
meeting of the tax collection com-
mittee and notifying the taxing bod-
ies of the event. The meeting must

be scheduled by September 15
and must be held by November 15.

: Our township currently receives

its EIT disbursement from our col-
lector every two weeks. Why does
the new law specify a 30-day time-
frame for returning EIT revenue to
the taxing bodies?

: Act 32 requires tax collectors

(called tax officers in the law) to
remit all withholdings to the tax-

ing jurisdictions within 60 days

for taxes received before April 1,
2013. Taxes received after that
date must be remitted within 30
days. However, the tax collection
committee may specify a shorter
turnaround time in its contract with
the tax collector.

: Our township has worked hard to

establish an EIT collection sys-

tem that works well. How can we
ensure that our revenue does not
decrease under the new system?

: Act 32 includes various safeguards

and audit requirements that will,
for the first time, be applicable to
all EIT collectors statewide. These
include the following:

* Tax officers must keep records
of every dollar received and distrib-
uted and submit monthly reports
accounting for each dollar.

* Tax collection committees
must arrange for an annual audit
of the tax officer, which includes a
reconciliation of monthly reports,
the receipt and disbursement of all
tax revenue, and findings of non-
compliance with the law.

* Bond amounts for the tax offi-
cer will be tied to the annual audit.

* Tax officers will face fines, penal-
ties, and jail time for noncompliance.

* Tax officers will use existing
and new enforcement tools to pur-
sue claims against nonfilers.

e The state Department of Rev-
enue must exchange tax informa-
tion on a yearly basis with each tax
collection district.

* The countywide tax commit-
tees can specify other safeguards in
their contracts with the tax officers.
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THE COUNTDOWN

TO EIT CONSOLIDATION

Plan now for upcoming EIT deadlines

The new consolidated earned income tax system will be here before you
know it, with full implementation scheduled for January 2012. And the first
deadline for townships — appointing a voting delegate and one or more alter-
nates to the countywide tax collection committee — is approaching fast. Town-

ship supervisors must name those representatives by September 15 by making

a motion at a public meeting.

Below are the EIT compliance deadlines as published by the state Depart-
ment of Community and Economic Development. For more details, log onto

www.psats.org and click on the EIT link on the home page. Townships may also

log onto the DCED Web site at www.newpa.com. Click on “Get Local Gov Sup-

port” on the right and then choose “Tax Information” and “DCED’s EIT Collection

Initiative.”

ACTION DEADLINE

DCED provides the weighted vote for each tax col-
lection committee.

September 1, 2009

Each political subdivision names its tax collection

September 15,

committee delegates. 2009
Counties notify the public and DCED of the first tax September 15,
collection committee meeting. 2009

Each tax collection committee holds its first meeting.

November 15, 2009

DCED completes EIT system study and provides it to
all tax collection committees.

December 31, 2009

DCED publishes regulations. Early 2010
Tax collection committees approve bylaws. April 15, 2010
Tax collection committees appoint appeals boards. June 1, 2010
Tax collection committees appoint tax collectors for September 15,
2012. 2010

Tax collection committees notify DCED within September 25,
10 days of appointing the collector. 2010

Tax collection committees determine whether the
tax officer will collect 2011 earned income taxes.

November 1, 2010

Tax collection committees notify DCED of whether
the tax officer will collect 2011 taxes.

December 1, 2010

Tax collection committees complete transition plans
from old to new collector.

July 1, 2011

All documents and responsibilities are transferred to
new collector.

June 30, 2012

Act 32 of 2008 is fully implemented.

January 1, 2012

Legislative Budget and Finance Committee com-
pletes audit and evaluation.

December 31, 2016
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ment is working, and what the benefits
are,” he says, “so going into that first
meeting, they're well-informed, well-
educated, and they know what the col-
lectors’ strengths and weaknesses are.”

In researching the options for tax
collectors, Blain says, townships also
need to make sure the collectors will
be able to comply with all the require-
ments of Act 32.

Some questions to ask, Blain says,
are whether the collectors can ensure
that the tax revenue will be distributed
at least monthly (or more frequently, as
the tax collection committee may require),
whether they can provide for the proper
reconciliations, and whether their in-
frastructure can handle collections for
the entire county.

Hoffman agrees that now is the time
for the governing bodies to start talk-
ing.

“I don’t think there’s anything wrong
with discussing tax collection strate-
gies,” he says. Some municipalities, he
adds, are already developing proposals
to present at the committee meetings
touting the merits of their favored tax
collector.

“Talk with your neighbors,” Hoff-
man encourages. “Look at other enti-
ties close to you and around the state.
There are excellent examples of almost
countywide and multimunicipal collec-
tion already in place.”

Maintaining control

Despite the success that many town-
ships have had with multimunicipal col-
lections, or perhaps because of it, Blain
can understand why township officials
may be leery of the new law.

“They feel like they're losing con-
trol,” he says. “They've had their own
collection office and are used to con-
trolling the process.”

However, he adds, the law is written
to make sure that control does not just
disappear. Every township will have a
say through its vote on the tax collec-
tion committee, and the committee
can structure the voting system as it
chooses. >
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EIT COLLECTION

Blain sees plenty of benefits for
townships under the new law. For start-
ers, he says, money will be going to one
collector and will be returned directly
to the taxing jurisdictions. The tax
revenue won’t travel among multiple
collectors, leaving less room for error.

Add in the fact that tax revenue
must be distributed dollar for dollar as
it is collected, rather than based on a
formula or estimates, and some town-
ships may see an increase in their tax
revenue. “If you collect $100 for a mu-
nicipality,” Blain explains, “then you
have to return that $100 to them.” It’s a
simple concept but one that is only vol-
untary under the current EIT collection
system.

Clearly defined audit requirements
— something PSATS fought for as the
law was being developed — are another
plus, Blain says. Each tax collection
committee must have a public accoun-

tant or a certified public accountant
audit the tax collector at the end of the
calendar year. The auditor’s final report
must include an opinion letter, a finan-
cial statement, a reconciliation of the
monthly reports with the receipts and
disbursements, a summary of collection
fees charged, a report on the collector’s
compliance with Act 32, and a list of
any noncompliance issues, which would
be shared with DCED and the state
auditor general.

In the end, Blain thinks that Act 32
will do what it is intended to do. “The
question has to be ‘Does the benefit out-
weigh the costs of it?’” he says. “Abso-
lutely. Your cost of collection is going to
be distributed [among all the governing
bodies], and the money will be distrib-
uted faster.”

Blain acknowledges that townships
will face at least one major obstacle as
they work to get the consolidated EIT
collection system up and running. “The
big challenge for the tax collection
committee is going to be the process
of establishing the governing body,” he
says. “It’s going to be a difficult task to
get everybody on the same page.”

Cranberry Township Manager Jerry
Andree can vouch for that as officials
in Butler County delve further into the
organization process. Still, he knows
that working through the difficulties
now will pay off in the end.

“I was not a strong supporter of this
EIT legislation,” he says, “but I know
that doing things right from the start
is important to my community’s health
and well-being.” 4

“We feel the biggest challenge
of the act is not the collection but
the creation of the organization that
will manage the whole process.”
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