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Pennsylvania—Business Privilege Tax

In response to the decision rendered by the
Pennsylvania Supreme Court in R. V. Rendina
Inc. v. City of Harrisburg, legislation is currently
being proposed to amend the Pennsylvania
Local Tax Enabling Act. In December 2007, the
Court ruled that there is no language in the Act
requiring a taxpayer to have a base of operations
in the taxing jurisdiction in order to be subject to
Pennsylvania business privilege tax. The Court’s
ruling created confusion among taxpayers with
operations in numerous locations within the
state in regard to their business privilege tax
obligations.

New legislation is expected to address the issue of
the establishment of a base of operations within a
taxing jurisdiction before the tax can be imposed.

Ohio—Commercial Activity Tax
Compliance

In an information release issued this past July,
the Ohio Department of Taxation (DOT)
announced that there will be no voluntary
disclosure for the Commercial Activity Tax
(CAT). Citing the recent enactment of the tax
in 2005 and the current statute of limitations,
the DOT stated that their current policy allows
taxpayers to come forward and avoid penalty
provided that they meet the following criteria:
(1) the taxpayer has not been contacted through
any audit or compliance and is not under
investigation by the Department’s enforcement
division; (2) the taxpayer registers and files all
outstanding returns; and (3) the taxpayer remits
all tax and related interest. Information regarding
the specific registration and filing information
can be found on the Department’s web site at
www.tax.ohio.gov. &Y

Pennsylvania — Sales and Use Tax

In July, the Pennsylvania Department
of Revenue reissued a letter ruling,
SUT-03-035, addressing sales and use
tax ramifications for exempt entities
contracting with suppliers for property
used by a construction contractor in the
performance of a construction contract.

Specifically, the issue involves a county
putting out to bid a construction contract
for a new correctional facility. The
contracts include bids for both materials
and labor needed to complete the
project. Contractors were responsible
for everything related to the purchase of
major materials including guaranteeing
the cost, care and condition of the
materials. The only thing the contractors
were not responsible for was the payment
of the materials. Contractors were to

fill out purchase orders for the county
construction manager to sign, thus the
county would purchase the materials
directly. Since the county was purchasing
the materials, the selected contractor’s
bid would be reduced by the amount of

materials and applicable tax.

The Department stated that while a
county does not have to pay sales tax
when it purchases materials from a
supplier it is a different matter when a

procedure contained within a county
contract requires a contractor to do
everything related to the acquisition
and installment of

materials used in

the project except

sign the purchase el
order.

The definition

of use as defined

in the code includes

“the obtaining by a

construction contractor of tangible
personal property or services provided
to tangible personal property which
will be used pursuant to a construction
contract whether or not the tangible
personal property or services are
transferred.” In essence, a contractor
who submits a bid that includes
materials and labor will be responsible
for the use tax related to materials
used to fulfill the contract whether

he purchases the materials directly or
separately delineates the materials for
purchase by the exempt entity. B

Disclaimer: The information presented is general information and is not intended to be relied upon without
consulting a tax professional regarding your specific facts and circumstances. This advice is not intended or

written to be used for, and it cannot be used for, the purpose of avoiding any federal tax penalties that may be
imposed, or for promoting, marketing or recommending to another person, any tax-related matter.
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Ohio - Sales Tax Electronic Filing
Requirement

Beginning in 2009 all vendors will be required

to electronically file their Ohio sales tax

returns. The Department is offering three ways

to file sales tax returns electronically.

o The Ohio Business Gateway: In addition
to conducting a number of common

government transactions, taxpayers can use

this site to electronically file their sales tax
returns. One of the features of the site is

INSIGHTS

The State of New York recently passed
legislation that establishes the Voluntary
Disclosure and Compliance (VDC)
program. The program is designed to
encourage all eligible taxpayers with a tax
liability regardless of reason, including
fraudulent or criminal conduct, to come
forward and resolve all tax obligations.
Taxpayers must sign an agreement with the
Tax Department requiring them to correct
past behavior, comply with the tax law in the
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calculated, researched or identified at the
time of disclosure.

The taxpayer is not currently a party to any
criminal investigation being conducted by
any agency or political subdivision of New
York State.

The taxpayer is not secking to disclose
participating in a tax avoidance transaction
that is a federal or New York State reportable
or listed transaction commonly referred to as
tax shelters.

it allows taxpayers to post date electronic
checks and credit card payments until the tax
is due. The site is adding a new file upload
and full UST-1 filing capabilities designed to

cut down or eliminate on-line data entry.

future and remit all past due tax obligations.

The application process requires the taxpayer
Eligible participants in the program will to submit an application providing taxpayer
have protection from possible criminal tax identifying information and a disclosure
statement describing the tax liability and related

tax periods. In addition, applicants are required

o E-Forms: Taxpayers can complete an Adobe
Acrobat version of Ohio’s sales and use tax
forms. Taxpayers will have the option of

prosecution and civil penalties. Disclosures
made by taxpayers under the program are

confidential and cannot be used against them to provide any additional information that the

remitting payment by credit card, electronic
check or paper check.

o TeleFile: The Department will allow small
business owners with a regular single county
vendor’s license to file via the TeleFile system.
Taxpayers can pay using credit card or
electronic check. The TeleFile system can be
accessed by calling 1-800-697-0440.

by the Tax Department or any other agency tax commissioner deems necessary.
unless the taxpayer intentionally fails to
comply with the agreement. Upon receipt of the application, the Tax

Department will determine the taxpayer’s

eligibility for the program. The Tax
Department claims that no application will be

The VDC program defines an eligible
taxpayer as an individual or entity subject to
an eligible tax who meets all the following denied solely because the taxpayer has admitted
criteria: that the tax liability is the result of willful or

The first mandatory electronic returns are due fraudulent conduct.
for monthly filers on February 23, 2009 and on
July 23, 2009 for semi-annual filers. Additional
information on the different electronic

filing methods can be obtained on the Ohio

Department of Taxation's web site at www.tax.

e The taxpayer is not currently under audit
Additional information about the VDC
program can be obtained from the Tax

by the Tax Department for any tax.

o The taxpayer is voluntarily disclosing
aNew York tax liability that the Tax
Department has not determined,

Department’s web site at www.nystax.gov. &

ohio.gov. N

For more information about any of these tax issues,

contact: - - - - 8

Insight is information filtered through experience. Schneider Downs
Pittsburgh: Corporate interdisciplinary teams understand the complex issues businesses face. Using
Timothy Adams’_ (412) 697-5250 Finance the latest technology and in-depth resources, we help you make the most of
tadams@schneiderdowns.com Advisors

your opportunities. INNOVAtioN occurs when creative ideas are tempered

Jennifer Koehler, (412) 697-5244
jkoehler@schneiderdowns.com
Jack Stewart, (412) 697-5443
estewart@schneiderdowns.com

by study and vision. Clients trust Schneider Downs to stay current with
new regulations and changing economic conditions. We aggressively seek

. a range of integrated, innovative solutions to each business situation.
Business Technology
Advisors Advisors
Columbus: Our shareholders have directed corporations, owned small businesses

Frank Dantonio, (614) 586-7218 Wealth

fdantonio@schneiderdowns.com Management
Advisors

Experience results from applying lessons learned to new situations.

and managed nonprofits. They can understand your business and offer

flexible paths to success.

To receive tax updates electronically, please email salt@schneiderdowns.com.
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