
 

 

 

Pennsylvania Enacts Legislation Which Limits the Authority of 
Localities 
 

On May 6, 2014, Pennsylvania Governor Tom Corbett signed into law H.B. 1513, Regular 
Session 2013-2014 (“H.B. 1513”), which limits the authority of Pennsylvania localities to impose 
privilege taxes and reduces the potential for double taxation of receipts. The provisions of H.B. 
1513 are effective for taxable years beginning on or after January 1, 2014. 
 
Details 
Under its Local Tax Enabling Act (the “LTEA”), Pennsylvania has historically authorized each city 
(other than Philadelphia), borough, town, township, and school district to levy a tax on 
transactions and privileges within its territorial limits.1  The LTEA does not, however, define what 
qualifies as a taxable transaction or privilege. Instead, each locality has defined by ordinance 
and/or regulation what qualifies as a taxable transaction or privilege. 
 
Generally, Pennsylvania localities have historically exercised the statutory authority given to 
them by the LTEA by imposing a tax on one or both of the following: (1) receipts arising from 
business transacted within the territorial limits of the locality; and (2) receipts attributed to a 
base of operations or place of business located within the territorial limits of the locality. 
However, confusion among localities and taxpayers often arises as to when a taxpayer may 
be subject to tax because the LTEA merely grants each locality the authority to impose a tax on 
transactions and privileges without providing a definition of base of operations or place of 
business (or what receipts may be attributed thereto) and frequently ordinances and regulations 
of localities are not clear. In addition, because of the broad taxing authority granted each 
locality and the lack of consistency/coordination among taxing jurisdictions relative to the 
subjects of tax, the same receipt may, for example, be attributed to a base of operations or 
place of business in a city and arise from business transacted in another city and, thus, taxed 
more than once. 
 
H.B. 1513 
On a prospective basis, at least, H.B. 1513 provides some clarity as to when a locality may 
impose a privilege tax on receipts by: (1) limiting a locality’s jurisdiction to impose a privilege 
tax to a taxpayer conducting transactions for more than 15 days within its territorial limits or 
with a “base of operations” within its territorial limits; and (2) defining “base of operations” to 
mean “an actual, physical and permanent place of business from which a taxpayer manages, 
directs and controls its business activities.” Further, H.B. 1513 reduces the potential for double 
taxation by prohibiting a locality from imposing a privilege tax on receipts that were subject to 
tax because the taxpayer conducted transactions in another locality for 15 or more days. 
                                                 
1 See 53 Pa. Stat. § 6924.301.1(a) (formerly 53 P.S. 6902). Pennsylvania granted Philadelphia its 
authority to tax under the Sterling Act. See 53 Pa. Stat. § 15971. 
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Material discussed in this publication is meant to provide general information regarding a time-sensitive development in state and 
local tax. GBQ advises those who read this publication to seek professional advice before taking any action based on the information 
presented. Any tax advice that may be contained in this communication (including any attachments) is not intended or written to be 
used, and cannot be used for the purpose of (i) avoiding tax-related penalties under the Internal Revenue Code or applicable state or 
local tax law provisions or (ii) promoting, marketing or recommending to another party any tax-related matters addressed herein. 
 

GBQ is the largest independent accounting and consulting firm in central Ohio.  With over 135 associates we are large enough to 
handle the needs of today’s complex and progressive organizations, while providing close personal attention. As an independent 
member of the BDO Seidman alliance, GBQ has access to global resources through a network of accounting and consulting firms. 
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Insights 
 

 H.B. 1513 reduces the potential for double taxation and provides a minimum threshold 
for localities to impose a privilege tax – especially in light of the fact that Pennsylvania 
has over 500 local taxing jurisdictions and the high likelihood in a pre-H.B. 1513 (i.e., 
before January 1, 2014) environment that taxpayers conducting business in 
Pennsylvania could unknowingly be subject to a privilege tax in multiple jurisdictions by 
reason of the slightest transaction or activity. As beneficial as setting a minimum 
threshold and reducing the potential for double taxation may be, H.B. 1513 does not 
clarify when a transaction may be attributed to a base of operations or when a taxpayer 
is considered to be conducting a transaction within a jurisdiction. Taxpayers and taxing 
jurisdictions alike will have to continue to rely on the language in the local ordinances 
and regulations as well as interpretative case law to make such an determination. 
 

 H.B. 1513 leaves open the question as to when receipts are “subject to” a tax. For 
example, are receipts “subject to” a tax only if actually taxed or is it enough that a 
particular jurisdiction has the authority to tax such receipts even if not exercised? 
 
 

 It will likely take some time before each locality updates its ordinances and regulations 
to reflect the provisions contained in H.B. 1513, if at all. Therefore, taxpayers will have 
to continue to be mindful of the reporting/payment threshold and double tax provisions 
in H.B. 1513. 

 
For more information, please contact: 
 
Sara L. Goldhardt, CPA 
Senior Manager, State and Local Tax Services 
614.947.5243 
sgoldhardt@gbq.com 
 
 
This article originally appeared in BDO USA, LLP’s “BDO Knows: SALT” newsletter (May 2014).  Copyright © 
2014 BDO USA, LLP.  All rights reserved. www.bdo.com.

Andy Nentwich, CPA 
Senior, State and Local Tax Services 
614.947.5238 
anentwich@gbq.com 


