T MR WEALTA OF FEMMS T Lvanl LA
CESARTMENT OF REVESNMLUE
HASRISEURSE, PENNSYLVANIA
17:28-1100

THE SEZRETARY

ennelh Klothen, Executive Director

Gavernar’s Center [or Local Governmenl Services
A" Floor, Commonwealth Kevsione Bulding
[Tarrisburz, PA 17120

Dear Ken,

We have been advised that maxpuyers and some Incal tax collectors are having difficulry
determining the amount of nel profits that should be regoried lor purseses of the locul eurmcd
income tax, Tr some Laxpayer's cases, the amount shown on the State Income Tus Return
(PA-40) will nol be the appropriate amount w report on the local earned income tax retim.
We would appreciare 1017 you would send a copy of this leter to local tax collectors o assisl
in clarityimg this issue.

Line 4 of the PA-4100 Net Income or Loss from Operation of Business, Profession, or Farmn,
combines an individuul’s ner profis or losses derived through sole proprietorships with these
derived from pass-thru entities such as PA § Corparations, certain limited liability companies or
partnerships. Net profits passed through to & taxpayer by an 8 corporution ace not subject to the
lucal carned meome tax, Therelore, in the case of a axpayer(s) with an IVesImEent(s) im an 5
corporation(s), the amount on line 4 of the PA -0 will include some income not subject o lecal

earned income L,
For ease of reconciling with the State lax tetumn, local tax collectors may wish Lo require
laxpayers to repart the amounl they reported on hne 4 of the stale retur and then separacel v

show a deduction for income rhat 15 not taxable locallv,

Thank vau for the opporlunity to clarfy this mater,
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Executive Deputy Secretary



