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Revenue I.pdf

Revenue
Overview
Like all local governments, the City of Harrisburg requires stable revenue sources and moderate
growth in these revenue sources to fund services to residents, businesses and visitors. Both factors
– stability and growth - are important because so much of a local government’s expenditures are
related to recurring and increasing costs for personnel and benefits. However, Harrisburg’s tax base
has been stagnant or declining for several years. City revenue streams have been unable to cover
the growing costs of City services, leading to tax increases and the use of nonrecurring revenue in
ongoing attempts to balance the General Fund operating budget.
Revenue Profile
Historically, the single largest component of the City’s General Fund revenues has been taxes. In
2010, property taxes, including PILOTS, made up 28% of revenues; the earned income tax was 6%;
and other taxes were 13%. The City received 9% of its revenue from intergovernmental sources;
10% from licenses, permits and fines; and 1% from other sources. Together, taxes made up almost
half of the City’s General Fund revenues. The other revenue sources are fairly typical of
Pennsylvania municipalities, with one exception. The less typical revenue source utilized by the City
has been transfers from other funds and component units. These transfers from the sanitation fund,
the sewer fund, the water fund and the Harrisburg Parking Authority made up 33% of revenues in
2010 – outpacing tax revenues. These transfers compensate for gaps in the City’s tax base.
Harrisburg plays host, as both a state capital and a county seat, to a number of institutions that are
exempt from property tax. Tax exempt properties make up approximately one-half of the assessed
property in the City. Commuters make up more than half of the workers in the City. These
commuters make only limited contributions to the General Fund revenues. The use of utility and
parking revenues makes it possible for the City to gain some indirect revenues from tax exempt
property and commuters.
Based on local municipal service collections, there were approximately 47,000 full-time equivalent
jobs in the City in 2010. The City had an estimated population of 47,172 in 200996. Of these
residents, an estimated 21,252 were employed97.

96
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Census Bureau, Population Finder
Census Bureau, American Community Survey
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Revenue
Overview
Like all local governments, the City of Harrisburg requires stable revenue sources and moderate
growth in these revenue sources to fund services to residents, businesses and visitors. Both factors
– stability and growth - are important because so much of a local government’s expenditures are
related to recurring and increasing costs for personnel and benefits. However, Harrisburg’s tax base
has been stagnant or declining for several years. City revenue streams have been unable to cover
the growing costs of City services, leading to tax increases and the use of nonrecurring revenue in
ongoing attempts to balance the General Fund operating budget.
Revenue Profile
Historically, the single largest component of the City’s General Fund revenues has been taxes. In
2010, property taxes, including PILOTS, made up 28% of revenues; the earned income tax was 6%;
and other taxes were 13%. The City received 9% of its revenue from intergovernmental sources;
10% from licenses, permits and fines; and 1% from other sources. Together, taxes made up almost
half of the City’s General Fund revenues. The other revenue sources are fairly typical of
Pennsylvania municipalities, with one exception. The less typical revenue source utilized by the City
has been transfers from other funds and component units. These transfers from the sanitation fund,
the sewer fund, the water fund and the Harrisburg Parking Authority made up 33% of revenues in
2010 – outpacing tax revenues. These transfers compensate for gaps in the City’s tax base.
Harrisburg plays host, as both a state capital and a county seat, to a number of institutions that are
exempt from property tax. Tax exempt properties make up approximately one-half of the assessed
property in the City. Commuters make up more than half of the workers in the City. These
commuters make only limited contributions to the General Fund revenues. The use of utility and
parking revenues makes it possible for the City to gain some indirect revenues from tax exempt
property and commuters.
Based on local municipal service collections, there were approximately 47,000 full-time equivalent
jobs in the City in 2010. The City had an estimated population of 47,172 in 2009100. Of these
residents, an estimated 21,252 were employed101.

100
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Census Bureau, Population Finder
Census Bureau, American Community Survey
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The figure below shows the estimated share of revenues by major category.

General Fund Revenues, 2010
Other Revenues
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The General Fund has, in effect, a diverse revenue portfolio which makes it less susceptible to a
loss in any one source. This revenue portfolio has been able to provide the City with some stability
in its revenues. Unfortunately, this stability has not been accompanied by growth, and the
increasing reliance on transfers from other funds has created a potential liability if those funds are
required to be redirected.
The City was able to maintain General Fund revenues in 2008 and 2009 with significant increases in
transfers from $17.9 million in 2007 to $22.6 million in 2009. In 2010, however, these additional
resources were not available, and the General Fund revenues dropped by 6%, as depicted in the
table below. The General Fund revenue projections indicate that the decline, initially masked by the
additional transfers, will continue into 2012 with some stability in the following years.
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The figure below shows the estimated share of revenues by major category.

General Fund Revenues, 2010
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The General Fund has, in effect, a diverse revenue portfolio which makes it less susceptible to a
loss in any one source. This revenue portfolio has been able to provide the City with some stability
in its revenues. Unfortunately, this stability has not been accompanied by growth, and the
increasing reliance on transfers from other funds has created a potential liability if those funds are
required to be redirected.
The City was able to maintain General Fund revenues in 2008 and 2009 with significant increases in
transfers from $17.9 million in 2007 to $22.6 million in 2009. In 2010, however, these additional
resources were not available, and the General Fund revenues dropped by 6%, as depicted in the
table below. The General Fund revenue projections indicate that the decline, initially masked by the
additional transfers, will continue into 2012 with some stability in the following years.
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General Fund Revenues, 2006 – 2010

Property Taxes
PILOTS
Earned Income
Taxes
Other Taxes
Licenses, Permits
and Fines
Intergovernmental
Transfers
Other Revenues
Total

2006
Actual
$12,871,407
$422,799

2007
Actual
$15,801,352
$484,975

2008
Actual
$15,929,375
$429,151

2009
Actual
$15,657,718
$420,839

2010
Actual
$15,715,733
$410,244

%
Growth
22.1%
(3.0%)

$3,447,433
$7,739,309

$3,732,186
$7,645,540

$3,514,282
$7,908,031

$3,444,832
$7,458,487

$3,149,169
$7,083,423

(8.7%)
(8.5%)

$6,088,009
$4,927,512
$16,377,209
$9,422,081
$61,295,760

$6,879,825
$5,070,623
$17,866,260
$1,250,295
$58,731,056

$6,242,779
$5,409,512
$19,550,394
$1,208,099
$60,191,622

$5,421,107
$4,534,824
$22,640,844
$616,098
$60,194,749

$5,767,932
$4,913,814
$18,821,932
$675,706
$56,537,954

(5.3%)
(0.3%)
14.9%
(92.8%)
(7.8%)

Revenue Sources
The City’s General Fund revenues were able to keep pace in 2008 and 2009 only by drawing down
on other funds. These additional transfers provided only temporary solutions to the effects of the
recent recession.
Fund Transfers and Administrative Charges
The sources for transfers to the General Fund are primarily the utility services that are provided by
the City to residents, businesses and property owners. The utility fees are charged to both taxable
and tax-exempt properties. Transfers accounted for 33% of General Fund revenues in 2010. This
represented a decrease from 2008 and 2009 when there were unusually high transfers from the
Sewerage Utility Fund, as depicted in the table and figure below.

Transfer Revenues, 2006 - 2010
Revenue Source
Sanitation Utility Fund
Sewer Maintenance Charge
Sewer Maintenance Liens-Penalty
Sewer Maintenance LiensPrinciple
Sewerage Utility Fund
Harrisburg Parking Authority Coordinated Parking
Harrisburg Water Utility Fund
Transfers from Other Funds
Total

City of Harrisburg
Act 47 Recovery Plan

2006
Actual

2007
Actual

2008
Actual

2009
Actual

2010
Actual

%
Growth

$1,897,785

$2,325,000

$2,316,291

$2,702,221

$2,253,448

18.7%

$784,755

$856,202

$956,894

$925,519

$925,997

18.0%

$5,942

$3,606

$3,429

$872

$1,041

(82.5%)

$21,711

$18,302

$13,470

$4,074

$3,702

(82.9%)

$5,233,735

$5,488,150

$6,319,520

$10,127,351

$7,275,386

39.0%

$3,524,893

$4,005,000

$4,750,000

$4,050,000

$2,664,000

(24.4%)

$4,834,270

$5,170,000

$5,190,790

$4,430,807

$5,698,358

$74,119

$0

$0

$400,000

$0

17.9%
(100.0
%)

$16,377,209

$17,866,260

$19,550,394

$22,640,844

$18,821,932

14.9%
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General Fund Revenues, 2006 – 2010

Property Taxes
PILOTS
Earned Income
Taxes
Other Taxes
Licenses, Permits
and Fines
Intergovernmental
Transfers
Other Revenues
Total

2006
Actual
$12,871,407
$422,799

2007
Actual
$15,801,352
$484,975

2008
Actual
$15,929,375
$429,151

2009
Actual
$15,657,718
$420,839

2010
Actual
$15,715,733
$410,244

%
Growth
22.1%
(3.0%)

$3,447,433
$7,739,309

$3,732,186
$7,645,540

$3,514,282
$7,908,031

$3,444,832
$7,458,487

$3,149,169
$7,083,423

(8.7%)
(8.5%)

$6,088,009
$4,927,512
$16,377,209
$9,422,081
$61,295,760

$6,879,825
$5,070,623
$17,866,260
$1,250,295
$58,731,056

$6,242,779
$5,409,512
$19,550,394
$1,208,099
$60,191,622

$5,421,107
$4,534,824
$22,640,844
$616,098
$60,194,749

$5,767,932
$4,913,814
$18,821,932
$675,706
$56,537,954

(5.3%)
(0.3%)
14.9%
(92.8%)
(7.8%)

Revenue Sources
The City’s General Fund revenues were able to keep pace in 2008 and 2009 only by drawing down
on other funds. These additional transfers provided only temporary solutions to the effects of the
recent recession.
Fund Transfers and Administrative Charges
The sources for transfers to the General Fund are primarily the utility services that are provided by
the City to residents, businesses and property owners. The utility fees are charged to both taxable
and tax-exempt properties. Transfers accounted for 33% of General Fund revenues in 2010. This
represented a decrease from 2008 and 2009 when there were unusually high transfers from the
Sewerage Utility Fund, as depicted in the table and figure below.

Transfer Revenues, 2006 - 2010
Revenue Source
Sanitation Utility Fund
Sewer Maintenance Charge
Sewer Maintenance Liens-Penalty
Sewer Maintenance LiensPrinciple
Sewerage Utility Fund
Harrisburg Parking Authority Coordinated Parking
Harrisburg Water Utility Fund
Transfers from Other Funds
Total
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2006
Actual

2007
Actual

2008
Actual

2009
Actual

2010
Actual

%
Growth

$1,897,785

$2,325,000

$2,316,291

$2,702,221

$2,253,448

18.7%

$784,755

$856,202

$956,894

$925,519

$925,997

18.0%

$5,942

$3,606

$3,429

$872

$1,041

(82.5%)

$21,711

$18,302

$13,470

$4,074

$3,702

(82.9%)

$5,233,735

$5,488,150

$6,319,520

$10,127,351

$7,275,386

39.0%

$3,524,893

$4,005,000

$4,750,000

$4,050,000

$2,664,000

(24.4%)

$4,834,270

$5,170,000

$5,190,790

$4,430,807

$5,698,358

$74,119

$0

$0

$400,000

$0

17.9%
(100.0
%)

$16,377,209

$17,866,260

$19,550,394

$22,640,844

$18,821,932

14.9%
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Revenue by Source, 2006 - 2010
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The revenue projections for the General Fund estimate that future transfers will be $15,990,847
each year.
Intergovernmental Revenues
Some of the City’s intergovernmental revenues are used as General Fund revenues. In 2010, these
revenues accounted for 9% of General Fund revenues. Other intergovernmental revenues are
accounted for in special revenue funds, including $1 million in revenue received from the
Commonwealth’s Liquid Fuels Tax Fund, $3 million in CDBG funds and $1.8 million in FEMA grants.
The recurring intergovernmental revenues include reimbursement for fire protection, CDBG
reimbursement and pension aid. Unfortunately, revenues from these sources are declining. The fire
protection reimbursement from the Commonwealth is expected to drop to less than $500,000 a year.
Overall CDBG funding has decreased, leading to reductions in services and reimbursements for the
General Fund. The demolition reimbursement is expected to be $160,000 in future years. Pension
aid is expected to decrease (from $2,651,339 in 2010 to $1,551,579 in 2011) due to the reduction in
the City’s pension costs as a result of the early retirement of the City’s pension bonds and
consequent reduction in qualified expenses. Public safety grants fluctuate from year to year
because they are dependent on current Commonwealth and Federal initiatives. For example, the
public safety grants include a policing grant which is budgeted at $432,000 in 2011 and is expected
to end in 2012. A summary of the City’s intergovernmental revenue is depicted in the table below.
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Revenue by Source, 2006 - 2010
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The revenue projections for the General Fund estimate that future transfers will be $15,990,847
each year.
Intergovernmental Revenues
Some of the City’s intergovernmental revenues are used as General Fund revenues. In 2010, these
revenues accounted for 9% of General Fund revenues. Other intergovernmental revenues are
accounted for in special revenue funds, including $1 million in revenue received from the
Commonwealth’s Liquid Fuels Tax Fund, $3 million in CDBG funds and $1.8 million in FEMA grants.
The recurring intergovernmental revenues include reimbursement for fire protection, CDBG
reimbursement and pension aid. Unfortunately, revenues from these sources are declining. The fire
protection reimbursement from the Commonwealth is expected to drop to less than $500,000 a year.
Overall CDBG funding has decreased, leading to reductions in services and reimbursements for the
General Fund. The demolition reimbursement is expected to be $160,000 in future years. Pension
aid is expected to decrease (from $2,651,339 in 2010 to $1,551,579 in 2011) due to the reduction in
the City’s pension costs as a result of the early retirement of the City’s pension bonds and
consequent reduction in qualified expenses. Public safety grants fluctuate from year to year
because they are dependent on current Commonwealth and Federal initiatives. For example, the
public safety grants include a policing grant which is budgeted at $432,000 in 2011 and is expected
to end in 2012. A summary of the City’s intergovernmental revenue is depicted in the table below.
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Intergovernmental Revenues, 2006 – 2010
Revenue Source
Capital Fire Protection
CDBG Reimbursement
- Demolition
Federal/State Pass
Through Grants
Federal Grants
Government Grants
Grants Fund
Pension System State
Aid
Public Safety Grants
Total

2006
Actual

2007
Actual

2008
Actual

2009
Actual

2010
Actual

%
Growth

$1,020,000

$1,270,000

$1,253,000

$1,000,000

$987,000

(3.2%)

$225,512

$273,994

$162,399

$294,314

$95,725

(57.6%)

$0

$0

$0

$0

$0

0.0%

$0

$0

$0

$0

$0

0.0%

$0

$0

$0

$0

$3,854

0.0%

$64,355

$60,000

$77,632

$92,621

$91,050

41.5%

$2,829,326

$2,881,276

$2,590,486

$2,511,795

$2,651,339

(6.3%)

$788,318

$585,353

$1,325,995

$636,094

$1,084,846

37.6%

$4,927,512

$5,070,623

$5,409,512

$4,534,824

$4,913,814

(0.3%)

The intergovernmental revenues are projected to decline to less than $3 million a year by 2014 as
the Federal and State governments have fewer resources to share with local governments.
Government Earnings
The City provides a broad range of services to residents, businesses and property owners. Many of
these services are accompanied by fees and other charges that are expected to cover at least a
portion of the cost to provide these services. These government earnings provided about 10% of
General Fund revenues in 2010.
Some of these revenues, most notably building and related permit revenues, vary with changes in
the local economy. For example, building permit revenue decreased from $776,804 in 2007 to
$402,753 in 2010. Total fee and permit revenues have decreased from $2.2 million in 2007 to $1.6
million in 2010, a loss of $500,000 in revenues as the economy deteriorated. Others, most notably
traffic and parking fines, remain relatively constant. Vehicle maintenance charges are received from
a variety of other governmental units including the Harrisburg School District, the Borough of
Steelton, Dauphin County, as well as from the City Authorities. The maintenance charges received
from other governmental units totaled over $348,000 of the $821,409 total maintenance charges for
2010.
As with transfers from utility funds, the City has some ability to manage these revenues. The rates
for some of the fees, licenses and fines are set by the City and, therefore, can be increased to
generate additional revenues. Some of the district justice fees are set by state law, and cannot be
changed. Fees also cannot exceed the cost of the service related to the fee.
It is considered a best practice to review the rate schedules at least every two years to ensure full
cost recovery. This should be accompanied by a cost study to make certain that the full costs,
including overhead, are considered when adjusting fees. The City has commissioned a fee study for
completion in 2011. Implementing the recommendations of the fee study will be very important for
the long-term fiscal health of the City.
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Intergovernmental Revenues, 2006 – 2010
Revenue Source
Capital Fire Protection
CDBG Reimbursement
- Demolition
Federal/State Pass
Through Grants
Federal Grants
Government Grants
Grants Fund
Pension System State
Aid
Public Safety Grants
Total

2006
Actual

2007
Actual

2008
Actual

2009
Actual

2010
Actual

%
Growth

$1,020,000

$1,270,000

$1,253,000

$1,000,000

$987,000

(3.2%)

$225,512

$273,994

$162,399

$294,314

$95,725

(57.6%)

$0

$0

$0

$0

$0

0.0%

$0

$0

$0

$0

$0

0.0%

$0

$0

$0

$0

$3,854

0.0%

$64,355

$60,000

$77,632

$92,621

$91,050

41.5%

$2,829,326

$2,881,276

$2,590,486

$2,511,795

$2,651,339

(6.3%)

$788,318

$585,353

$1,325,995

$636,094

$1,084,846

37.6%

$4,927,512

$5,070,623

$5,409,512

$4,534,824

$4,913,814

(0.3%)

The intergovernmental revenues are projected to decline to less than $3 million a year by 2014 as
the Federal and State governments have fewer resources to share with local governments.
Government Earnings
The City provides a broad range of services to residents, businesses and property owners. Many of
these services are accompanied by fees and other charges that are expected to cover at least a
portion of the cost to provide these services. These government earnings provided about 10% of
General Fund revenues in 2010.
Some of these revenues, most notably building and related permit revenues, vary with changes in
the local economy. For example, building permit revenue decreased from $776,804 in 2007 to
$402,753 in 2010. Total fee and permit revenues have decreased from $2.2 million in 2007 to $1.6
million in 2010, a loss of $500,000 in revenues as the economy deteriorated. Others, most notably
traffic and parking fines, remain relatively constant. Vehicle maintenance charges are received from
a variety of other governmental units including the Harrisburg School District, the Borough of
Steelton, Dauphin County, as well as from the City Authorities. The maintenance charges received
from other governmental units totaled over $348,000 of the $821,409 total maintenance charges for
2010.
As with transfers from utility funds, the City has some ability to manage these revenues. The rates
for some of the fees, licenses and fines are set by the City and, therefore, can be increased to
generate additional revenues. Some of the district justice fees are set by state law, and cannot be
changed. Fees also cannot exceed the cost of the service related to the fee.
It is considered a best practice to review the rate schedules at least every two years to ensure full
cost recovery. This should be accompanied by a cost study to make certain that the full costs,
including overhead, are considered when adjusting fees. The City has commissioned a fee study for
completion in 2011. Implementing the recommendations of the fee study will be very important for
the long-term fiscal health of the City.
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A summary of the City’s revenues from licenses, permits and fines is provided in the table below.

Licenses, Permits, Charges, and Fines, 2006 – 2010
Revenue Source
District Justice Fees
Building Permits
License Renewal Fees
Other Fees/Permits
License
Parking Fees/Taxes
Parking Tickets
Public Safety
Fees/Permits
Public Safety
Reimbursements
Public Works
Fees/Permits
Reimbursements
Rental Income
Recreation Fees
Vehicle Maintenance
Charges
Total

2006
Actual

2007
Actual

2008
Actual

2009
Actual

2010
Actual

%
Growth

$644,526

$785,500

$821,507

$608,870

$744,297

15.5%

$513,016

$776,804

$640,293

$361,310

$402,753

(21.5%)

$70,827

$187,750

$200,255

$212,120

$182,875

158.2%

$1,164,885

$1,253,263

$1,125,819

$956,618

$1,059,266

(9.1%)

$506,113

$514,184

$531,042

$577,845

$573,948

13.4%

$32,859

$31,853

$35,429

$39,226

$36,854

12.2%

$1,014,384

$1,171,569

$1,280,050

$1,131,991

$1,228,749

21.1%

$267,420

$373,102

$258,611

$383,162

$303,050

13.3%

$763,564

$587,942

$67,595

$307,480

$310,297

(59.4%)

$2,531

$54,456

$2,401

$3,223

$60,445

2,288.2%

$0

$0

$0

$0

$0

0.0%

$15,646

$36,601

$20,855

$15,655

$10,617

(32.1%)

$189,930

$186,117

$99,508

$94,676

$33,372

(82.4%)

$902,307

$920,684

$1,159,414

$728,932

$821,409

(9.0%)

$6,088,009

$6,879,825

$6,242,779

$5,421,107

$5,767,932

(5.3%)

Harrisburg’s Revenue Structure
There are some positive attributes to Harrisburg’s current revenue structure. Specifically, the City
has a relatively diverse revenue base composed of the full range of tax and non-tax revenues that
are available to municipalities in Pennsylvania. Additionally, the City has been able to use
government-owned utilities to generate a significant portion of its revenues. Finally, Harrisburg is
home to large governmental employers, which often act as a stabilizing force during an economic
downturn.
However, these affirmative aspects are offset by other factors:
 The City’s revenue sources are not producing sustainable growth, which has led to the use
of significant increases in operating transfers, tax increases and one-time revenue sources to
fill operating needs over the last five years.
 Harrisburg has a high tax burden when compared to other similar jurisdictions in Dauphin
County and elsewhere in Pennsylvania. Over time, this will have an impact on the location
decisions of residents and businesses and will also affect home values
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A summary of the City’s revenues from licenses, permits and fines is provided in the table below.

Licenses, Permits, Charges, and Fines, 2006 – 2010
Revenue Source
District Justice Fees
Building Permits
License Renewal Fees
Other Fees/Permits
License
Parking Fees/Taxes
Parking Tickets
Public Safety
Fees/Permits
Public Safety
Reimbursements
Public Works
Fees/Permits
Reimbursements
Rental Income
Recreation Fees
Vehicle Maintenance
Charges
Total

2006
Actual

2007
Actual

2008
Actual

2009
Actual

2010
Actual

%
Growth

$644,526

$785,500

$821,507

$608,870

$744,297

15.5%

$513,016

$776,804

$640,293

$361,310

$402,753

(21.5%)

$70,827

$187,750

$200,255

$212,120

$182,875

158.2%

$1,164,885

$1,253,263

$1,125,819

$956,618

$1,059,266

(9.1%)

$506,113

$514,184

$531,042

$577,845

$573,948

13.4%

$32,859

$31,853

$35,429

$39,226

$36,854

12.2%

$1,014,384

$1,171,569

$1,280,050

$1,131,991

$1,228,749

21.1%

$267,420

$373,102

$258,611

$383,162

$303,050

13.3%

$763,564

$587,942

$67,595

$307,480

$310,297

(59.4%)

$2,531

$54,456

$2,401

$3,223

$60,445

2,288.2%

$0

$0

$0

$0

$0

0.0%

$15,646

$36,601

$20,855

$15,655

$10,617

(32.1%)

$189,930

$186,117

$99,508

$94,676

$33,372

(82.4%)

$902,307

$920,684

$1,159,414

$728,932

$821,409

(9.0%)

$6,088,009

$6,879,825

$6,242,779

$5,421,107

$5,767,932

(5.3%)

Harrisburg’s Revenue Structure
There are some positive attributes to Harrisburg’s current revenue structure. Specifically, the City
has a relatively diverse revenue base composed of the full range of tax and non-tax revenues that
are available to municipalities in Pennsylvania. Additionally, the City has been able to use
government-owned utilities to generate a significant portion of its revenues. Finally, Harrisburg is
home to large governmental employers, which often act as a stabilizing force during an economic
downturn.
However, these affirmative aspects are offset by other factors:
 The City’s revenue sources are not producing sustainable growth, which has led to the use
of significant increases in operating transfers, tax increases and one-time revenue sources to
fill operating needs over the last five years.
 Harrisburg has a high tax burden when compared to other similar jurisdictions in Dauphin
County and elsewhere in Pennsylvania. Over time, this will have an impact on the location
decisions of residents and businesses and will also affect home values
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The City is constrained in its ability to access other revenue sources that are available to the
Commonwealth’s major cities, Philadelphia and Pittsburgh, as well as to cities in other
states. These other sources include sales taxes and non-resident income taxes.

Impact of Current Economic Conditions
The current recession has had a significant impact on the fiscal outlook of cities nationwide. The
sharp downturn has forced municipalities to confront budget challenges that have been intensified by
declines in key economically sensitive revenue streams as well as demand for increased services
and increasing costs in areas such as healthcare and pensions. This confluence of events recently
led Moody’s Investors Service to assign a negative outlook to the U.S. local government sector for
the first time in history.
As the national economy has slowed since 2008, revenues have declined dramatically for cities
across the country. The National League of Cities (NLC) projects municipal budget shortfalls will
total between $56 billion and $83 billion from 2010-2012 due to declines in tax revenues, increasing
service demands and cuts in state transfer revenues.
Since 1985, NLC has conducted an annual survey of city finance officers regarding the fiscal
condition of cities. In NLC’s 2010 survey, 87% of city finance officers predicted that their cities were
worse off financially than in 2009. The 2009 survey uncovered the most negative assessment of city
fiscal conditions offered in the history of the survey.
As with its peers, the City of Harrisburg has felt the impact of the decline in the economy. The City’s
unemployment rate has remained high. It increased from 6.0% in 2005 to 11.6% in 2010. This year
opened with a decline in the rate to 10.1% in March. The severe national economic downturn has
put additional pressure on Harrisburg’s already strained revenue base.
In addition, local government finances tend to lag the overall economy. In each of the last three
recessions, growth in local government receipts have trailed growth in expenditures and continued to
do so for one to two years following the end of the recession. As a result of the deteriorating
economic conditions, cities will likely feel the impact of the economic downturn through 2011 and
likely into 2012.
Future Outlook
The current economic situation has exacerbated economic and demographic factors that have had a
negative impact on city budgets for a number of years. In many cities, general employment is
moving from the city to the suburbs. Harrisburg has experienced a declining proportion of total
county employment which impacts Local Services Tax, Business Privilege & Mercantile Tax and
other revenues. Cities also tend to have lower household incomes than their suburban counterparts,
which affects Earned Income Tax and overall revenue performance. For example, Harrisburg’s
median household income in 2009 was $35,689 compared with $65,789 for Dauphin County.
In order to project current revenues, the Act 47 Coordinator consulted with City Finance staff and
analyzed historical trends and current economic conditions to prepare a baseline revenue estimate.
Each major revenue source was assigned an annual growth rate for each year over the Recovery
Plan period to enable the Act 47 Coordinator to project the City’s fiscal position. The baseline
revenue estimate aims to determine the City’s likely General Fund revenues if no actions are taken
to alter existing tax rates or improve collection rates. The table below shows the Act 47 Coordinator’s
forecast of Harrisburg’s General Fund revenues through 2014.
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The City is constrained in its ability to access other revenue sources that are available to the
Commonwealth’s major cities, Philadelphia and Pittsburgh, as well as to cities in other
states. These other sources include sales taxes and non-resident income taxes.

Impact of Current Economic Conditions
The current recession has had a significant impact on the fiscal outlook of cities nationwide. The
sharp downturn has forced municipalities to confront budget challenges that have been intensified by
declines in key economically sensitive revenue streams as well as demand for increased services
and increasing costs in areas such as healthcare and pensions. This confluence of events recently
led Moody’s Investors Service to assign a negative outlook to the U.S. local government sector for
the first time in history.
As the national economy has slowed since 2008, revenues have declined dramatically for cities
across the country. The National League of Cities (NLC) projects municipal budget shortfalls will
total between $56 billion and $83 billion from 2010-2012 due to declines in tax revenues, increasing
service demands and cuts in state transfer revenues.
Since 1985, NLC has conducted an annual survey of city finance officers regarding the fiscal
condition of cities. In NLC’s 2010 survey, 87% of city finance officers predicted that their cities were
worse off financially than in 2009. The 2009 survey uncovered the most negative assessment of city
fiscal conditions offered in the history of the survey.
As with its peers, the City of Harrisburg has felt the impact of the decline in the economy. The City’s
unemployment rate has remained high. It increased from 6.0% in 2005 to 11.6% in 2010. This year
opened with a decline in the rate to 10.1% in March. The severe national economic downturn has
put additional pressure on Harrisburg’s already strained revenue base.
In addition, local government finances tend to lag the overall economy. In each of the last three
recessions, growth in local government receipts have trailed growth in expenditures and continued to
do so for one to two years following the end of the recession. As a result of the deteriorating
economic conditions, cities will likely feel the impact of the economic downturn through 2011 and
likely into 2012.
Future Outlook
The current economic situation has exacerbated economic and demographic factors that have had a
negative impact on city budgets for a number of years. In many cities, general employment is
moving from the city to the suburbs. Harrisburg has experienced a declining proportion of total
county employment which impacts Local Services Tax, Business Privilege & Mercantile Tax and
other revenues. Cities also tend to have lower household incomes than their suburban counterparts,
which affects Earned Income Tax and overall revenue performance. For example, Harrisburg’s
median household income in 2009 was $35,689 compared with $65,789 for Dauphin County.
In order to project current revenues, the Act 47 Coordinator consulted with City Finance staff and
analyzed historical trends and current economic conditions to prepare a baseline revenue estimate.
Each major revenue source was assigned an annual growth rate for each year over the Recovery
Plan period to enable the Act 47 Coordinator to project the City’s fiscal position. The baseline
revenue estimate aims to determine the City’s likely General Fund revenues if no actions are taken
to alter existing tax rates or improve collection rates. The table below shows the Act 47 Coordinator’s
forecast of Harrisburg’s General Fund revenues through 2014.
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Projected General Fund Revenues, 2011 - 2015
Revenue Source
Property Taxes
PILOTS
Earned Income
Taxes
Other Taxes
Licenses, Permits
and Fines
Intergovernmental
Transfers
Other Revenues
Total

2011
Projected

2012
Projected

2013
Projected

2014
Projected

2015
Projected

%
Growth

$17,234,858

$15,956,000

$15,956,000

$15,956,000

$15,956,000

(7.4%)

$430,003

$430,003

$430,003

$430,003

$430,003

0.0%

$3,136,000

$3,167,360

$3,199,034

$3,231,024

$3,263,334

4.1%

$7,457,275

$7,623,721

$7,683,730

$7,744,944

$7,807,389

4.7%

$6,402,795

$6,442,541

$6,486,479

$6,540,500

$6,548,990

1.8%

$3,343,725

$3,294,428

$3,264,428

$2,821,725

$2,821,725

(15.6%)

$15,990,847

$15,990,847

$15,990,847

$15,990,847

$15,990,847

0.0%

$633,600

$633,600

$633,600

$633,600

$633,600

5.2%

$54,629,104

$53,538,500

$53,644,122

$53,348,643

$53,451,888

(2.2%)

The current projection shows a continuing decline in General Fund revenues from the 2006 through
2010 review period. From 2011 to 2015, it is estimated that total General Fund revenues will fall by
$1.177 million or 2.2%. Property tax revenue is expected to remain flat after a reduction in total
collections due to the anticipated sale of liens in 2011. Intergovernmental revenue is projected to fall
by $522,000, largely in the Commonwealth’s capital fire protection reimbursement. Modest revenue
growth is projected in a few revenues sources as the economy recovers. Transfers from the City’s
individual funds and Authorities have been held at the 2011 amount for purposes of projection.
However, the individual funds that underlie these transfers may be required to use available fund
balances, increase fees or reduce expenditures to provide the projected annual amounts to support
the City’s General Fund.
Given the baseline projected revenue decline, the City will need to take significant steps to produce
a structurally balanced budget.

Assessment of Revenue Sources
As a Third Class city governed by the Optional Third Class City Charter Law, the City of Harrisburg
has the power, within prescribed constitutional and statutory limitations, to levy taxes on: the taxable
value of land and real estate improvements; the earned income and net profits of individual
residents, workers (both resident and nonresident), operations and gross receipts of businesses
doing business in the City; occupations of residents; parking receipts; and transfers of real estate.
By action of Dauphin County, the City receives a portion of revenues from the County Hotel Excise
Tax for designated tourism-related purposes. By action of the Commonwealth, the City receives a
portion of the Public Utility Realty Tax based on the assessed value of taxable utility realty.
With few exceptions, the City maximizes the taxing powers authorized by the Commonwealth. The
figure below identifies the City’s tax revenue sources in 2011.
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Projected General Fund Revenues, 2011 - 2015
Revenue Source
Property Taxes
PILOTS
Earned Income
Taxes
Other Taxes
Licenses, Permits
and Fines
Intergovernmental
Transfers
Other Revenues
Total

2011
Projected

2012
Projected

2013
Projected

2014
Projected

2015
Projected

%
Growth

$17,234,858

$15,956,000

$15,956,000

$15,956,000

$15,956,000

(7.4%)

$430,003

$430,003

$430,003

$430,003

$430,003

0.0%

$3,136,000

$3,167,360

$3,199,034

$3,231,024

$3,263,334

4.1%

$7,457,275

$7,623,721

$7,683,730

$7,744,944

$7,807,389

4.7%

$6,402,795

$6,442,541

$6,486,479

$6,540,500

$6,548,990

1.8%

$3,343,725

$3,294,428

$3,264,428

$2,821,725

$2,821,725

(15.6%)

$15,990,847

$15,990,847

$15,990,847

$15,990,847

$15,990,847

0.0%

$633,600

$633,600

$633,600

$633,600

$633,600

5.2%

$54,629,104

$53,538,500

$53,644,122

$53,348,643

$53,451,888

(2.2%)

The current projection shows a continuing decline in General Fund revenues from the 2006 through
2010 review period. From 2011 to 2015, it is estimated that total General Fund revenues will fall by
$1.177 million or 2.2%. Property tax revenue is expected to remain flat after a reduction in total
collections due to the anticipated sale of liens in 2011. Intergovernmental revenue is projected to fall
by $522,000, largely in the Commonwealth’s capital fire protection reimbursement. Modest revenue
growth is projected in a few revenues sources as the economy recovers. Transfers from the City’s
individual funds and Authorities have been held at the 2011 amount for purposes of projection.
However, the individual funds that underlie these transfers may be required to use available fund
balances, increase fees or reduce expenditures to provide the projected annual amounts to support
the City’s General Fund.
Given the baseline projected revenue decline, the City will need to take significant steps to produce
a structurally balanced budget.

Assessment of Revenue Sources
As a Third Class city governed by the Optional Third Class City Charter Law, the City of Harrisburg
has the power, within prescribed constitutional and statutory limitations, to levy taxes on: the taxable
value of land and real estate improvements; the earned income and net profits of individual
residents, workers (both resident and nonresident), operations and gross receipts of businesses
doing business in the City; occupations of residents; parking receipts; and transfers of real estate.
By action of Dauphin County, the City receives a portion of revenues from the County Hotel Excise
Tax for designated tourism-related purposes. By action of the Commonwealth, the City receives a
portion of the Public Utility Realty Tax based on the assessed value of taxable utility realty.
With few exceptions, the City maximizes the taxing powers authorized by the Commonwealth. The
figure below identifies the City’s tax revenue sources in 2011.
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2011 Budgeted Tax Revenue Sources

Employment
Based Taxes
18.7%
Business
Receipts
17.3%

Property
Based Taxes
62.5%

Realty
Transfer
1.5%

As noted in the figure, 62.5% of the tax revenue is from the value of taxable real estate. Business
receipts revenue is generated from most businesses and special charges on hotels, parking and
amusements. The worker earnings are split between a flat fee of $47 borne on those employed in
the City and 0.5% of earned income of City residents.
The table below summarizes the taxing powers authorized by the Commonwealth.

Tax Summary
Listed in Order of 2011 Projections
(As of April 10, 2011)

Tax 2011
Projections98,

Rate

Real Estate
(including Payment in
Lieu of Taxes,
“PILOT”; net of
economic
development
abatements99 &
Sr. Citizen Rebate100);
$18.7M

Bldg 4.78 mills;
Land 28.67 mills.

Principal Competitive Economic
Impact
High rate on land intended to
maximize development of land.

Comments
Also imposed by School District
(26.3074 mills) & Co. (7.226 mills)
[neither use split rate], totaling
38.3134 mills on bldgs & 62.2034
mills on land. The combined
equalized mills on bldgs is 27.05
(2.7% of indicated market value) and
on land 43.92 (4.4%), among the
highest rates in the area. PILOTs
have been negotiated with 13 parties
(~50% of City real estate is exempt)

98

For this purpose “tax” includes certain annual license fees.
The City offers a phased-out abatement for up to 7 years (10 years prior to 1/1/2011) for improvements to business and residential
property in designated areas.
100
Homesteads owned by a person at least 65 years old and having a household income (excluding 50% of Social Security, SSI and
Railroad Retirement benefits) not exceeding the federal poverty guidelines may apply annually for a rebate equal to the difference of the
2011 and 2006 tax levies.
99
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2011 Budgeted Tax Revenue Sources

Employment
Based Taxes
18.7%
Business
Receipts
17.3%

Property
Based Taxes
62.5%

Realty
Transfer
1.5%

As noted in the figure, 62.5% of the tax revenue is from the value of taxable real estate. Business
receipts revenue is generated from most businesses and special charges on hotels, parking and
amusements. The worker earnings are split between a flat fee of $47 borne on those employed in
the City and 0.5% of earned income of City residents.
The table below summarizes the taxing powers authorized by the Commonwealth.

Tax Summary
Listed in Order of 2011 Projections
(As of April 10, 2011)

Tax 2011
Projections102,

Rate

Real Estate
(including Payment in
Lieu of Taxes,
“PILOT”; net of
economic
development
abatements103 &
Sr. Citizen Rebate104);
$18.7M

Bldg 4.78 mills;
Land 28.67 mills.

Principal Competitive Economic
Impact
High rate on land intended to
maximize development of land.

Comments
Also imposed by School District
(26.3074 mills) & Co. (7.226 mills)
[neither use split rate], totaling
38.3134 mills on bldgs & 62.2034
mills on land. The combined
equalized mills on bldgs is 27.05
(2.7% of indicated market value) and
on land 43.92 (4.4%), among the
highest rates in the area. PILOTs
have been negotiated with 13 parties
(~50% of City real estate is exempt)

102

For this purpose “tax” includes certain annual license fees.
The City offers a phased-out abatement for up to 7 years (10 years prior to 1/1/2011) for improvements to business and residential
property in designated areas.
104
Homesteads owned by a person at least 65 years old and having a household income (excluding 50% of Social Security, SSI and
Railroad Retirement benefits) not exceeding the federal poverty guidelines may apply annually for a rebate equal to the difference of the
2011 and 2006 tax levies.

103
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Tax 2011
Projections98,

Rate

Principal Competitive Economic
Impact

Comments

Earned Income / Net
Profits101
$3.1M.

Res. 0.5%;
Nonres. 1.0%

None for most persons working in PA.
Combined rate is lower than some
West Shore and Dauphin County
communities.

School District also imposes 0.5% tax
on residents. Tax distributed to the
municipality and school district of
residence.

Business Privilege &
Mercantile102
(gross receipts tax +
annual flat license
fee);
$3.0M.

Retail 0.075%103;
Whlsale
0.050%6; Other
0.200%6;
$40 fee6

Businesses who would consider
locating outside the City limits
(Swatara Twp and the small adjoining
Boroughs of Paxtang and Penbrook
are the only Harrisburg suburbs with
this tax).

School District also imposes tax
(Retail 0.075%6; Wholesale 0.05%6;
Other 0.10%6), for total tax of Retail
0.150%6; Wholesale 0.100%6; Other
0.300%6. Imposed since 1982.
Pennsylvania statute bars increase in
tax rates.

Parking
(receipts tax + space
fee if >40 spaces);
$3.0M

15%;
$1 per space

Cost to commuters/businesses

Imposed since 1985.

Local Services
$2.3M

$47

None for most workers; most PA
localities impose.

School District imposes $5 tax, for
total tax of $52. Imposed since 2006.

Hotel
(Dauphin County
receipts tax);
$0.7M

0.4%

Co. Tax (5.0%) higher v. West Shore
(3% in Cumberland & York Cos., 0%
in Perry Co.).

Since 1999, per PA statute, Dauphin
Co. Comrs have distributed 0.4% of
tax to the City to be used for the
marketing & the promotion of tourism
in the City.

Realty Transfer
$0.4M

0.5%

None v. other PA sites.

School District also imposes 0.5% tax
(total 1.0%).

Amusement
$0.3M

5%

Entertainment venues

School District also imposes 5% tax
(total 10%). Imposed since 1982.
Hershey (Derry Twp./School District)
also impose combined tax rate of
10%.

Landlord License
$0.1M

$40

Effectively increases rents.

Imposed since 2004.

None. Statewide rate is utilized.

City’s share of PA based on City’s
relative share of total PA real estate
values of taxable utilities.

Public Utility Realty
(PA tax);
<$0.1M

Tax Rates
Raising additional revenue through higher tax rates and/or new taxes needs to be tempered by the
impact they have on economic drivers, business location decision makers, policy makers and, of
course, residents. Both short-term and long-term consequences need to be considered, particularly
when unemployment remains high, wages are stagnant, Commonwealth personnel are budgeted for
reductions and other basic costs such as oil and gasoline are rising. This is particularly true with
signs of economic recovery as businesses and other investors consider locations for future
expansion and growth.
Major areas where the City presently has additional capacity to tax under the Commonwealth’s
authorizations are:
101

Residents residing in a Keystone Opportunity Expansion Zone (“KOEZ”) (expire 12/31/2019) may be exempt from the Earned Income and
Net Profits Tax. According to the Harrisburg Regional Chamber & Capital Region Economic Development Corporation (CREDC) website,
there are 148 approved parcels in the City’s KOEZs.
102
Businesses located in a KOEZ (which expire 12/31/2019) may be exempt from the Mercantile / Business Privilege Tax. See note 4
above.
103
Lower rates apply to gross receipts exceeding $3.3 million for Retailers (0.0125%) and Other (0.05%) and exceeding $5 million for
Wholesaler (0.0125%); these lower rates are imposed by both the City and the School District. In addition to the $40 annual license fee that
applies to all taxable businesses, the City imposes an annual license fee on each vehicle transporting passengers or property for hire ($10),
vending machine ($25), mechanical device ($50) and juke box ($10).
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Tax 2011
Projections102,

Rate

Principal Competitive Economic
Impact

Comments

Earned Income / Net
Profits105
$3.1M.

Res. 0.5%;
Nonres. 1.0%

None for most persons working in PA.
Combined rate is lower than some
West Shore and Dauphin County
communities.

School District also imposes 0.5% tax
on residents. Tax distributed to the
municipality and school district of
residence.

Business Privilege &
Mercantile106
(gross receipts tax +
annual flat license
fee);
$3.0M.

Retail 0.075%107;
Whlsale
0.050%6; Other
0.200%6;
$40 fee6

Businesses who would consider
locating outside the City limits
(Swatara Twp and the small adjoining
Boroughs of Paxtang and Penbrook
are the only Harrisburg suburbs with
this tax).

School District also imposes tax
(Retail 0.075%6; Wholesale 0.05%6;
Other 0.10%6), for total tax of Retail
0.150%6; Wholesale 0.100%6; Other
0.300%6. Imposed since 1982.
Pennsylvania statute bars increase in
tax rates.

Parking
(receipts tax + space
fee if >40 spaces);
$3.0M

15%;
$1 per space

Cost to commuters/businesses

Imposed since 1985.

Local Services
$2.3M

$47

None for most workers; most PA
localities impose.

School District imposes $5 tax, for
total tax of $52. Imposed since 2006.

Hotel
(Dauphin County
receipts tax);
$0.7M

0.4%

Co. Tax (5.0%) higher v. West Shore
(3% in Cumberland & York Cos., 0%
in Perry Co.).

Since 1999, per PA statute, Dauphin
Co. Comrs have distributed 0.4% of
tax to the City to be used for the
marketing & the promotion of tourism
in the City.

Realty Transfer
$0.4M

0.5%

None v. other PA sites.

School District also imposes 0.5% tax
(total 1.0%).

Amusement
$0.3M

5%

Entertainment venues

School District also imposes 5% tax
(total 10%). Imposed since 1982.
Hershey (Derry Twp./School District)
also impose combined tax rate of
10%.

Landlord License
$0.1M

$40

Effectively increases rents.

Imposed since 2004.

None. Statewide rate is utilized.

City’s share of PA based on City’s
relative share of total PA real estate
values of taxable utilities.

Public Utility Realty
(PA tax);
<$0.1M

Tax Rates
Raising additional revenue through higher tax rates and/or new taxes needs to be tempered by the
impact they have on economic drivers, business location decision makers, policy makers and, of
course, residents. Both short-term and long-term consequences need to be considered, particularly
when unemployment remains high, wages are stagnant, Commonwealth personnel are budgeted for
reductions and other basic costs such as oil and gasoline are rising. This is particularly true with
signs of economic recovery as businesses and other investors consider locations for future
expansion and growth.
Major areas where the City presently has additional capacity to tax under the Commonwealth’s
authorizations are:
105

Residents residing in a Keystone Opportunity Expansion Zone (“KOEZ”) (expire 12/31/2019) may be exempt from the Earned Income and
Net Profits Tax. According to the Harrisburg Regional Chamber & Capital Region Economic Development Corporation (CREDC) website,
there are 148 approved parcels in the City’s KOEZs.
106
Businesses located in a KOEZ (which expire 12/31/2019) may be exempt from the Mercantile / Business Privilege Tax. See note 4
above.
107
Lower rates apply to gross receipts exceeding $3.3 million for Retailers (0.0125%) and Other (0.05%) and exceeding $5 million for
Wholesaler (0.0125%); these lower rates are imposed by both the City and the School District. In addition to the $40 annual license fee that
applies to all taxable businesses, the City imposes an annual license fee on each vehicle transporting passengers or property for hire ($10),
vending machine ($25), mechanical device ($50) and juke box ($10).
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Increasing the Real Estate Tax rate on improvements, though the combined tax rates on City
property are very high (for improvements, 4.78 mills or 3.37 equalized mills104; and for land,
28.67 mills or 20.24 equalized mills);
Increasing the Earned Income Tax rate on residents and non-residents as authorized under
Act 47;
Imposing an Occupation Assessment Tax on residents;
Increasing the Parking Tax rate and License fee;
Pursuing revenue from property now classified as exempt; and
Increasing collections through amnesty, enforcement and higher penalties.

Commonwealth law establishes administration for the following taxes, with limited or no input by the
City:
 Real Estate Tax – Assessment of real property generally by the County; collection by the
City Treasurer; assessment and exemption appeals by the County Board of Assessment
Appeals. The City has standing to challenge assessments and exemptions.
 Earned Income Tax – Countywide tax collection effective 2012. The City may impose
additional penalties.
 Realty Transfer Tax – Collection by the County Recorder of Deeds; determinations generally
made by the Pennsylvania Department of Revenue. The City may opt to give explicit
authority to the Pennsylvania Department of Revenue to make determinations for additional
tax, penalty and interest.
 Hotel Tax – Administered by the County.
 Public Utility Realty – Administered by the Pennsylvania Department of Revenue. The City
has standing to challenge assessments.
The City may self-administer or outsource some or all administrative functions for the other taxes
including Business Privilege & Mercantile, Local Services and Occupation Assessment.
Real Estate Taxes
When combined with the School District and County rates, the City of Harrisburg’s existing real
estate tax rates are very high compared to nearby municipalities. Raising these rates would be a
further deterrent to home ownership and business occupancy. As noted in the Economic
Development chapter, the City has a 42% home ownership rate, the lowest in the region.
As indicated in the table below, on an equalized basis, the City of Harrisburg’s property tax rates are
significantly higher than those in its largest suburbs but in the middle range of other Third Class
cities in the region. The City of Harrisburg levies a tax on the assessed value of land at 28.67 mills
and improvements at 4.78 mills. A single rate on land and improvements equates to 10.04 mills. As
adjusted by the most recent County Common Level Ratio (70.6%) determined by the State Tax
Equalization Board, the equalized rates are 20.24 mills on land, 3.37 mills on improvements and
7.09 mills under a single rate.

104

Equalized mills is the actual mills multiplied by 70.6%, which is the Common Level Ratio for Dauphin County as most recently determined
by the State Tax Equalization Board in June 2010 based on 2009 sales data.
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Increasing the Real Estate Tax rate on improvements, though the combined tax rates on City
property are very high (for improvements, 4.78 mills or 3.37 equalized mills108; and for land,
28.67 mills or 20.24 equalized mills);
Increasing the Earned Income Tax rate on residents and non-residents as authorized under
Act 47;
Imposing an Occupation Assessment Tax on residents;
Increasing the Parking Tax rate and License fee;
Pursuing revenue from property now classified as exempt; and
Increasing collections through amnesty, enforcement and higher penalties.

Commonwealth law establishes administration for the following taxes, with limited or no input by the
City:
 Real Estate Tax – Assessment of real property generally by the County; collection by the
City Treasurer; assessment and exemption appeals by the County Board of Assessment
Appeals. The City has standing to challenge assessments and exemptions.
 Earned Income Tax – Countywide tax collection effective 2012. The City may impose
additional penalties.
 Realty Transfer Tax – Collection by the County Recorder of Deeds; determinations generally
made by the Pennsylvania Department of Revenue. The City may opt to give explicit
authority to the Pennsylvania Department of Revenue to make determinations for additional
tax, penalty and interest.
 Hotel Tax – Administered by the County.
 Public Utility Realty – Administered by the Pennsylvania Department of Revenue. The City
has standing to challenge assessments.
The City may self-administer or outsource some or all administrative functions for the other taxes
including Business Privilege & Mercantile, Local Services and Occupation Assessment.
Real Estate Taxes
When combined with the School District and County rates, the City of Harrisburg’s existing real
estate tax rates are very high compared to nearby municipalities. Raising these rates would be a
further deterrent to home ownership and business occupancy. As noted in the Economic
Development chapter, the City has a 42% home ownership rate, the lowest in the region.
As indicated in the table below, on an equalized basis, the City of Harrisburg’s property tax rates are
significantly higher than those in its largest suburbs but in the middle range of other Third Class
cities in the region. The City of Harrisburg levies a tax on the assessed value of land at 28.67 mills
and improvements at 4.78 mills. A single rate on land and improvements equates to 10.04 mills. As
adjusted by the most recent County Common Level Ratio (70.6%) determined by the State Tax
Equalization Board, the equalized rates are 20.24 mills on land, 3.37 mills on improvements and
7.09 mills under a single rate.

108

Equalized mills is the actual mills multiplied by 70.6%, which is the Common Level Ratio for Dauphin County as most recently determined
by the State Tax Equalization Board in June 2010 based on 2009 sales data.
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City of Harrisburg
Tax Rate (expressed in mills)
All Taxes

Muni

School

County

Total

Current
Common
Level
Ratio

Harrisburg - Land

28.67

26.31

7.23

62.21

70.6%

43.92

Harrisburg Improvements

4.78

26.31

7.23

38.32

70.6%

27.05

Harrisburg - Single Rate

9.76

26.31

7.23

43.30

70.6%

30.57

Total
Equalized
Mills

Harrisburg Suburbs
(in order of numbers of commuters to Harrisburg):
Lower Paxton Township

0.96

13.86

7.23

22.05

70.6%

15.57

Susquehanna Township

2.71

15.97

7.23

25.91

70.6%

18.29

Swatara Township

2.32

13.86

7.23

23.40

70.6%

16.52

Hampden Township

0.18

10.25

2.05

12.48

80.1%

9.99

East Pennsboro
Township

0.96

12.90

2.05

15.90

80.1%

12.74

Lower Allen Township

2.05

10.61

2.05

14.71

80.1%

11.78

Derry Township

1.10

16.99

7.23

25.31

70.6%

17.87

Third Class cities in region (in order of proximity)
York

17.39

29.54

4.15

51.08

79.9%

40.81

Lebanon

25.00

117.51

20.00

162.51

14.2%

23.08

Lancaster

12.04

24.21

3.42

39.67

75.2%

29.83

Reading

14.33

16.46

6.94

37.73

70.1%

26.45

Allentown - Land

50.38

42.17

11.90

104.45

32.2%

33.63

Allentown Improvements

10.72

42.17

11.90

64.79

32.2%

20.86

Pittsburgh

10.80

23.50

4.69

38.99

86.2%

33.61

Philadelphia

41.23

49.59

-

90.82

32.0%

29.06

Scranton - Land

92.26

109.24

40.00

241.50

17.0%

41.06

Scranton - Improvements

20.07

109.24

40.00

169.30

17.0%

28.78

Other Class Cities:
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Tax Rate (expressed in mills)
All Taxes
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Current
Common
Level
Ratio
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Split Rate Tax System
The split-rate tax levy in Harrisburg skews the real estate tax rates heavily towards land and, as a
result, can generally benefit the amount paid for residential property taxes. As a result of the 6-to-1
ratio on the City assessment of land-to-improvements, approximately 63% of the City’s property tax
revenue is from land values.
Owner-occupied households that are qualified homesteads pay about 20% of the total tax on land
and about 25% of the tax on improvements. A single rate would increase the overall tax on
homesteads by over 6%. It is expected that residential apartments would also have a higher tax
under a single rate, particularly for high-rise apartment units with minimal or no excess land.
Although one effect of the split-rate system is to shift the property tax burden from residential to
commercial property, the primary rationale advanced for taxing land substantially higher than
improvements is to increase land use efficiency. This is particularly true in a city like Harrisburg with
limited land that can be privately developed. This is intended to encourage improvements and
renovations while discouraging land speculation.105
The economic development advantage of the split-rate system is diminished when the rates of the
School District and County (neither of which may utilize a split-rate system) are included.
Maintaining a split-rate system requires careful diligence on the part of the County Tax Assessment
Office and expertise on the part of appraisers in assigning the proper allocation of value between a
building and the land on which it sits. It can also be a source of confusion to current and prospective
property owners.
The millage limit for Harrisburg under the Third Class City Code is 25 mills for the general purpose
levy (increased to 30 mills with permission from County Court) with no limits for enumerated special
purposes such as indebtedness of the City.106 With approval of the County Court of Common Pleas
made in annual intervals, this rate cap can be removed while the City is in Act 47.107 However, as
previously indicated, increasing the Real Estate Tax rate is an option that needs to be weighed
against the impact it will have on current and prospective property owners, both residential and
commercial.
The property tax impact on owner-occupied households can be estimated by considering the
average and mean assessments on taxable parcels that have been approved by the County Tax
Assessment Office as being qualified homesteads. Based on 2011 Dauphin County Real Estate
assessed valuation figures, the average homestead assessed value in the City of Harrisburg is
about $57,000, which equalized for the Common Level Ratio is about $81,000. This represents a
total City property tax of $527 and total combined property taxes of $2,023, which is 2.5% of the
equalized value.108 As noted above, home ownership in the City of Harrisburg is the lowest in the
region (42% compared to 70% or more in the suburbs109). The assessed value of owner-occupied
tax abatements on new homes and home improvements currently is about $10 million, or slightly
over 3% of the total assessed value of owner-occupied homes.

105

Pennsylvania’s Success with Local Property Tax Reform: The Split Rate Tax by Alanna Hartzok, The American Journal of Economics &
Sociology, April 1997.
106
53 P.S. § 37531. Pennsylvania’s appellate courts have not had occasion to consider whether the rate cap is applied separately for a city
that utilizes split-rates or if it would be applied to the single rate computed as if the split-rate system was not utilized.
107
53 P.S. § 11701.123. If one or more of the City’s pension plans is deemed in moderate or severe distress, the City may raise the real
estate tax rate above the limit, the proceeds of which shall be used solely to defray the additional costs required pursuant to Act 205 of 1984,
as amended, which are directly related to the pension plans. 53 P.S. § 895.607(f) & (f.1).
108
Equalized value is sometimes referred to as the “indicated or computed” market value. In property tax assessment appeals, equalized
value is used to compare to the market value as of the date of the appeal.
109
See Economic Development Chapter, note 3.
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Split Rate Tax System
The split-rate tax levy in Harrisburg skews the real estate tax rates heavily towards land and, as a
result, can generally benefit the amount paid for residential property taxes. As a result of the 6-to-1
ratio on the City assessment of land-to-improvements, approximately 63% of the City’s property tax
revenue is from land values.
Owner-occupied households that are qualified homesteads pay about 20% of the total tax on land
and about 25% of the tax on improvements. A single rate would increase the overall tax on
homesteads by over 6%. It is expected that residential apartments would also have a higher tax
under a single rate, particularly for high-rise apartment units with minimal or no excess land.
Although one effect of the split-rate system is to shift the property tax burden from residential to
commercial property, the primary rationale advanced for taxing land substantially higher than
improvements is to increase land use efficiency. This is particularly true in a city like Harrisburg with
limited land that can be privately developed. This is intended to encourage improvements and
renovations while discouraging land speculation.109
The economic development advantage of the split-rate system is diminished when the rates of the
School District and County (neither of which may utilize a split-rate system) are included.
Maintaining a split-rate system requires careful diligence on the part of the County Tax Assessment
Office and expertise on the part of appraisers in assigning the proper allocation of value between a
building and the land on which it sits. It can also be a source of confusion to current and prospective
property owners.
The millage limit for Harrisburg under the Third Class City Code is 25 mills for the general purpose
levy (increased to 30 mills with permission from County Court) with no limits for enumerated special
purposes such as indebtedness of the City.110 With approval of the County Court of Common Pleas
made in annual intervals, this rate cap can be removed while the City is in Act 47.111 However, as
previously indicated, increasing the Real Estate Tax rate is an option that needs to be weighed
against the impact it will have on current and prospective property owners, both residential and
commercial.
The property tax impact on owner-occupied households can be estimated by considering the
average and mean assessments on taxable parcels that have been approved by the County Tax
Assessment Office as being qualified homesteads. Based on 2011 Dauphin County Real Estate
assessed valuation figures, the average homestead assessed value in the City of Harrisburg is
about $57,000, which equalized for the Common Level Ratio is about $81,000. This represents a
total City property tax of $527 and total combined property taxes of $2,023, which is 2.5% of the
equalized value.112 As noted above, home ownership in the City of Harrisburg is the lowest in the
region (42% compared to 70% or more in the suburbs113). The assessed value of owner-occupied
tax abatements on new homes and home improvements currently is about $10 million, or slightly
over 3% of the total assessed value of owner-occupied homes.

109

Pennsylvania’s Success with Local Property Tax Reform: The Split Rate Tax by Alanna Hartzok, The American Journal of Economics &
Sociology, April 1997.
110
53 P.S. § 37531. Pennsylvania’s appellate courts have not had occasion to consider whether the rate cap is applied separately for a city
that utilizes split-rates or if it would be applied to the single rate computed as if the split-rate system was not utilized.
111
53 P.S. § 11701.123. If one or more of the City’s pension plans is deemed in moderate or severe distress, the City may raise the real
estate tax rate above the limit, the proceeds of which shall be used solely to defray the additional costs required pursuant to Act 205 of 1984,
as amended, which are directly related to the pension plans. 53 P.S. § 895.607(f) & (f.1).
112
Equalized value is sometimes referred to as the “indicated or computed” market value. In property tax assessment appeals, equalized
value is used to compare to the market value as of the date of the appeal.
113
See Economic Development Chapter, note 3.
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In contrast, 2011 assessed valuation data shows that the average homestead assessed value in the
rest of Dauphin County (mostly comprised of East Shore suburbs) is about $109,000, which
equalized is about $180,000. The municipal property tax for the four suburbs which comprise the
largest number of commuters from the East Shore varies from $141 in Lower Paxton Township (on
an average assessed value of about $147,000) to $334 in Susquehanna Township (on an average
assessed value of about $123,000). The combined property taxes for these four suburbs range from
1.5% to 1.8% of their equalized values.
The City’s combined rate on business property is uncompetitive with suburban alternatives. The
high combined tax rate is a deterrent to businesses that operate with a significant amount of real
property, particularly those needing open land area and/or single-story or low-rise buildings. In
addition, businesses operating in the City of Harrisburg must factor a gross receipts tax (Business
Privilege & Mercantile Tax) that most suburban locations do not levy.
Real Estate Tax Collection
The City Treasurer is responsible for collecting Real Estate Tax for both the City and the School
District.110 The collection rate for the City’s current real estate levy has varied per year but has
averaged 89.1% for the period 2006 through 2010. This level of collection is comparable to other
Third Class cities in Pennsylvania but is lower than the collection rate seen in many townships and
some boroughs. Efforts to increase the collection rate will reduce the City’s reliance on lien sales for
delinquent real estate taxes. Lien sales can reduce the revenue from the delinquent taxes by 10%,
and any effort to decrease the amount of property taxes that are subject to lien sale will have a
compounding effect on revenue. It is estimated that each additional 1% improvement in current real
estate collections will yield over $141,000; to receive that same revenue from a lien sale would
require the sale of over $157,000 in delinquent liens.
Real Estate Tax Senior Citizen Rebate
The City provides a rebate equal to the difference in the current 2011 Real Estate Tax and the base
year 2006 tax levy on the principal residence of owner-occupants at least 65 years of age whose
household income, excluding 50% of Social Security, SSI and Railroad Retirement benefits, does
not exceed the U.S. poverty guidelines. The City’s Real Estate Tax rate in 2011 is about 17.4%
higher than in 2006. Only 10 residents received the rebate in 2010, which averaged $63, with the
highest rebate amounting to $92.
This rebate is not authorized by Acts of the General Assembly. Philadelphia is the only municipality
with such authorization.111
To provide all owner-occupants with property tax relief, a homestead exclusion for school taxes was
authorized by Act 1 of Special Session 1 of 2006. Funded by state gaming revenues, for the current
school year ending June 30, 2011, the first $16,163 of assessed value of homesteads is excluded,
which equates to property tax relief of up to $425.
Property Exempt from Taxation
Based on County assessment records, nearly half of the City’s real estate value is tax-exempt and
owned by government entities. The table below summarizes the City’s tax-exempt property value
and the potential tax revenue if the properties were not exempt from taxation. The total value of
these exempt from taxation properties was $1,485,851,800 or nearly 48% of the total assessed
value of property in the City. For the purposes of comparison, the City’s taxable 2011 budgeted
assessed valuation is $1,623,014,400.
110
111

53 P.S. § 37532.
P.S. § 4751-24
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In contrast, 2011 assessed valuation data shows that the average homestead assessed value in the
rest of Dauphin County (mostly comprised of East Shore suburbs) is about $109,000, which
equalized is about $180,000. The municipal property tax for the four suburbs which comprise the
largest number of commuters from the East Shore varies from $141 in Lower Paxton Township (on
an average assessed value of about $147,000) to $334 in Susquehanna Township (on an average
assessed value of about $123,000). The combined property taxes for these four suburbs range from
1.5% to 1.8% of their equalized values.
The City’s combined rate on business property is uncompetitive with suburban alternatives. The
high combined tax rate is a deterrent to businesses that operate with a significant amount of real
property, particularly those needing open land area and/or single-story or low-rise buildings. In
addition, businesses operating in the City of Harrisburg must factor a gross receipts tax (Business
Privilege & Mercantile Tax) that most suburban locations do not levy.
Real Estate Tax Collection
The City Treasurer is responsible for collecting Real Estate Tax for both the City and the School
District.114 The collection rate for the City’s current real estate levy has varied per year but has
averaged 89.1% for the period 2006 through 2010. This level of collection is comparable to other
Third Class cities in Pennsylvania but is lower than the collection rate seen in many townships and
some boroughs. Efforts to increase the collection rate will reduce the City’s reliance on lien sales for
delinquent real estate taxes. Lien sales can reduce the revenue from the delinquent taxes by 10%,
and any effort to decrease the amount of property taxes that are subject to lien sale will have a
compounding effect on revenue. It is estimated that each additional 1% improvement in current real
estate collections will yield over $141,000; to receive that same revenue from a lien sale would
require the sale of over $157,000 in delinquent liens.
Real Estate Tax Senior Citizen Rebate
The City provides a rebate equal to the difference in the current 2011 Real Estate Tax and the base
year 2006 tax levy on the principal residence of owner-occupants at least 65 years of age whose
household income, excluding 50% of Social Security, SSI and Railroad Retirement benefits, does
not exceed the U.S. poverty guidelines. The City’s Real Estate Tax rate in 2011 is about 17.4%
higher than in 2006. Only 10 residents received the rebate in 2010, which averaged $63, with the
highest rebate amounting to $92.
This rebate is not authorized by Acts of the General Assembly. Philadelphia is the only municipality
with such authorization.115
To provide all owner-occupants with property tax relief, a homestead exclusion for school taxes was
authorized by Act 1 of Special Session 1 of 2006. Funded by state gaming revenues, for the current
school year ending June 30, 2011, the first $16,163 of assessed value of homesteads is excluded,
which equates to property tax relief of up to $425.
Property Exempt from Taxation
Based on County assessment records, nearly half of the City’s real estate value is tax-exempt and
owned by government entities. The table below summarizes the City’s tax-exempt property value
and the potential tax revenue if the properties were not exempt from taxation. The total value of
these exempt from taxation properties was $1,485,851,800 or nearly 48% of the total assessed
value of property in the City. For the purposes of comparison, the City’s taxable 2011 budgeted
assessed valuation is $1,623,014,400.
114
115

53 P.S. § 37532.
P.S. § 4751-24
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Properties Exempt from Taxation
Property

Percent of
All Exempt

Commonwealth of Pennsylvania

41%

PHEAA*

2%

HAAC

5%

City (excluding Authorities)

6%

School District

5%

Dauphin Co. (excluding Authorities)

9%

Redevelopment Authorities

0%

Other Authorities

4%

Federal Government (including Postal
Service)

2%

Other Governments

0%

Public Utilities

1%

Parking Authority

3%

Religious

5%

YMCA

0%

Pinnacle (Harrisburg Hospital
Polyclinic)*

10%

Other NP Healthcare Institutions

1%

Harrisburg University

3%

Other (8 with assessments > $1M**)

3%

TOTAL

100%

If Taxable
(in thousands)
$4,075
$223
$936
$988
N/A
$1,137
$132
$582
$218
$49
$257
$397
$787
$83
$1,137
$158
$225
$528
$ 11,913

* PILOT Agreements with Pinnacle (City cannot locate), PHEAA (through 2018), PA
Housing, Penn Center and 9 others
** Cap Center Arts Science, Harrisburg VOA Elderly Housing, Goodwill, Harrisburg Hotel
Assoc, Penn Center, Uptown Partners, Red Ross, River Rescue
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Properties Exempt from Taxation, Summary
Category

% of Overall Exempt Properties

Government and Related Entities (excluding
Parking Authority)

74%

Parking Authority

3%

Religious (including YMCA)

5%

Nonprofit Healthcare

11%

Public Utilities (PURTA)

1%

Other (8 with assessments > $1M)

5%

TOTAL

100%

More than 75% of the tax-exempt value is held by the government or government sponsored
organizations, which are, by constitutional or statutory law, exempt. These property owners in the
City are: the Commonwealth of Pennsylvania (43% of the total exempt value); Dauphin County (9%);
the City of Harrisburg (6%); the Harrisburg School District (5%); the state chartered Harrisburg Area
Community College112 (5%); Federal Government (2%); the Harrisburg Parking Authority (3%); and
other government authorities (4%).
The balance of tax-exempt value per the assessment records is principally owned by nonprofit
healthcare institutions (11%), religious organizations (5%) and other, mostly nonprofit organizations
(5%). To be exempt from taxation, a non-governmental property owner must be an Institution of
Purely Public Charity (PPC) and the property must be used and occupied by the PPC and necessary
for its occupancy and enjoyment.113 Act 55 of 1997114 (Act 55) codified, with modifications, the
following five tests, all of which must be met each year to be a PPC, which were established by the
PA Supreme Court in 1985115: advance a charitable purpose; be entirely free from private profit
motive; donate or render gratuitously a substantial portion of goods or services; benefit a substantial
and indefinite class of persons who are legitimate subjects of charity; and relieve the government of
some of its burden. In litigation that included the City of Harrisburg, the PA Commonwealth Court
held in two cases in 1998 that Pinnacle Health did not qualify as a PPC involving both its Harrisburg
Hospital and Polyclinic Medical Center facilities.116
It is Commonwealth policy to encourage organizations exempt from taxation to make PILOTs.
Commonwealth law (e.g. Act 55) encourages PPCs to enter into PILOT agreements with
municipalities and other local governments.117
The City has PILOT agreements with 13
organizations on 16 parcels. The 2010 PILOT revenue was approximately $410,000, over 85% of
which was from the following four organizations: Pinnacle Health ($119,000); Commonwealth of
PA/PHEAA ($107,000); PA Housing Finance ($88,000); and Penn Center Harrisburg ($44,000).
112

Harrisburg Area Community College is a public institution under the Community College Act of 1963, as amended. Public School Code of
1949, as amended, 24 P.S. § 19-1901-A et seq.
113
72 P.S. § 5020-204(a)(9).
114
10 P.S. § 375 et seq.
115
Hospital Utilization Project v. Commonwealth, 487 A.2d 1306 (1985).
116
708 A.2d 1284 (Pa. Commw. 1998), 708 A.2d 845 (Pa.Commw. 1998). Those properties are now listed as tax-exempt. Pinnacle Health
has a PILOT agreement with the City, although a copy has not been located by the City.
117
10 P.S. §§ 372(a)(7) & (377(c). PPCs get “extra credit” for PILOT payments in computing whether it donates or renders gratuitously a
substantial portion of goods or services.
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Properties Exempt from Taxation, Summary
Category

% of Overall Exempt Properties

Government and Related Entities (excluding
Parking Authority)

74%
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3%
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5%
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11%
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1%

Other (8 with assessments > $1M)

5%

TOTAL

100%

More than 75% of the tax-exempt value is held by the government or government sponsored
organizations, which are, by constitutional or statutory law, exempt. These property owners in the
City are: the Commonwealth of Pennsylvania (43% of the total exempt value); Dauphin County (9%);
the City of Harrisburg (6%); the Harrisburg School District (5%); the state chartered Harrisburg Area
Community College116 (5%); Federal Government (2%); the Harrisburg Parking Authority (3%); and
other government authorities (4%).
The balance of tax-exempt value per the assessment records is principally owned by nonprofit
healthcare institutions (11%), religious organizations (5%) and other, mostly nonprofit organizations
(5%). To be exempt from taxation, a non-governmental property owner must be an Institution of
Purely Public Charity (PPC) and the property must be used and occupied by the PPC and necessary
for its occupancy and enjoyment.117 Act 55 of 1997118 (Act 55) codified, with modifications, the
following five tests, all of which must be met each year to be a PPC, which were established by the
PA Supreme Court in 1985119: advance a charitable purpose; be entirely free from private profit
motive; donate or render gratuitously a substantial portion of goods or services; benefit a substantial
and indefinite class of persons who are legitimate subjects of charity; and relieve the government of
some of its burden. In litigation that included the City of Harrisburg, the PA Commonwealth Court
held in two cases in 1998 that Pinnacle Health did not qualify as a PPC involving both its Harrisburg
Hospital and Polyclinic Medical Center facilities.120
It is Commonwealth policy to encourage organizations exempt from taxation to make PILOTs.
Commonwealth law (e.g. Act 55) encourages PPCs to enter into PILOT agreements with
municipalities and other local governments.121
The City has PILOT agreements with 13
organizations on 16 parcels. The 2010 PILOT revenue was approximately $410,000, over 85% of
which was from the following four organizations: Pinnacle Health ($119,000); Commonwealth of
PA/PHEAA ($107,000); PA Housing Finance ($88,000); and Penn Center Harrisburg ($44,000).
116

Harrisburg Area Community College is a public institution under the Community College Act of 1963, as amended. Public School Code of
1949, as amended, 24 P.S. § 19-1901-A et seq.
117
72 P.S. § 5020-204(a)(9).
118
10 P.S. § 375 et seq.
119
Hospital Utilization Project v. Commonwealth, 487 A.2d 1306 (1985).
120
708 A.2d 1284 (Pa. Commw. 1998), 708 A.2d 845 (Pa.Commw. 1998). Those properties are now listed as tax-exempt. Pinnacle Health
has a PILOT agreement with the City, although a copy has not been located by the City.
121
10 P.S. §§ 372(a)(7) & (377(c). PPCs get “extra credit” for PILOT payments in computing whether it donates or renders gratuitously a
substantial portion of goods or services.
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Since the passage of Act 55 it has been reportedly difficult for local governments (including
Philadelphia and Pittsburgh which have substantial amounts of non-government, non-profit
organizations) to renew or enlist new PILOT agreements. Pittsburgh has had some success in
negotiating a PILOT arrangement under its Act 47 plan. By working with the Pittsburgh Foundation,
the Pittsburgh Public Services Fund was established and has resulted in PILOT payments of
approximately $4 million annually or about 1% of its budget. The City of Harrisburg should quantify
and communicate the value of the services it provides to its larger PPC property owners, pointing out
the advantages of the City services that support the organizations’ operations.
Although not part of the City’s PILOT agreements, during the current fiscal year ending June 30,
2011, the Commonwealth appropriated over $1 million for Capital Fire Protection, including a
one-time Community Revitalization Grant of $550,000. Although $987,000 is budgeted by the City
for Capital Fire Protection in 2011, the amount proposed in the Governor’s Budget for the coming
fiscal year is $500,000. Increasing this amount to $1 million or even $2 million is justified based on
the values of the properties being protected. A summary of the Capital Fire Protection and
Community Revitalization Grants funds is provided below.
Revenue Source
Capital Fire
Protection
Community
Revitalization Grant
Total

2006
Actual

2007
Actual

2008
Actual

2009
Actual

2010
Actual

2011
Est.

$1,020,000

$1,270,000

$1,253,000

$1,000,000

$437,000

$496,000

$0

$0

$0

$0

$550,000

$0

$1,020,000

$1,270,000

$1,253,000

$1,000,000

$987,000

$496,000

Also not part of the City’s PILOT agreement listing are the portion of lease payments by the
Commonwealth for its space at Strawberry Square and 333 Market Street that included payments in
lieu of tax amounts that averaged $860,000 per year over the five years ended 2008.118 These are
office buildings that would be available for sale to private investors which would then place them on
the tax rolls based on their current market values.
Employment Based Taxes
Earned Income Tax (EIT)
Under the Local Tax Enabling Act, the EIT is capped at 1.0% and split equally with the School
District, effectively limiting the tax to 0.5% on residents. The City currently levies the EIT at the
maximum rate of 1.0% under the Local Tax Enabling Act,119 on residents and nonresidents or those
working in the City. However, the City is entitled to only a half of the resident levy since the School
District has also imposed the tax.120 The City receives very little revenue from the non-resident tax
as the municipality of residence has first right to the tax up to the level they impose under the
crediting provisions of the Act.121

118

Tax Exempt Property and Municipal Fiscal Status, Legislative Budget & Finance Committee, PA General Assembly, March 2009 at 83.
Per Brad Jones, the City’s Redevelopment Authority is the land owner of these two facilities with long-term ground leases.
119
53 P.S. § 6924.311(3). If one or more of the City’s pension plans is deemed in moderate or severe distress, the City may raise the
Earned Income tax rate above the limit (on both residents and nonresidents), the proceeds of which shall be used solely to defray the
additional costs required pursuant to Act 205 of 1984, as amended, which are directly related to the pension plans. 53 P.S. § 895.607(f) &
(f.1).
120
53 P.S. § 6924.311. Unlike the City, the School District may not levy the EIT on nonresidents. 53 P.S. § 6924.301.1(f)(5).
121
53 P.S. § 6924.317. Out-of-state City workers, which are estimated to comprise less than one percent of the City workforce, are subject
to the full 1.0% City EIT rate.
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Since the passage of Act 55 it has been reportedly difficult for local governments (including
Philadelphia and Pittsburgh which have substantial amounts of non-government, non-profit
organizations) to renew or enlist new PILOT agreements. Pittsburgh has had some success in
negotiating a PILOT arrangement under its Act 47 plan. By working with the Pittsburgh Foundation,
the Pittsburgh Public Services Fund was established and has resulted in PILOT payments of
approximately $4 million annually or about 1% of its budget. The City of Harrisburg should quantify
and communicate the value of the services it provides to its larger PPC property owners, pointing out
the advantages of the City services that support the organizations’ operations.
Although not part of the City’s PILOT agreements, during the current fiscal year ending June 30,
2011, the Commonwealth appropriated over $1 million for Capital Fire Protection, including a
one-time Community Revitalization Grant of $550,000. Although $987,000 is budgeted by the City
for Capital Fire Protection in 2011, the amount proposed in the Governor’s Budget for the coming
fiscal year is $500,000. Increasing this amount to $1 million or even $2 million is justified based on
the values of the properties being protected. A summary of the Capital Fire Protection and
Community Revitalization Grants funds is provided below.
Revenue Source
Capital Fire
Protection
Community
Revitalization Grant
Total

2006
Actual

2007
Actual

2008
Actual

2009
Actual

2010
Actual

2011
Est.

$1,020,000

$1,270,000

$1,253,000

$1,000,000

$437,000

$496,000

$0

$0

$0

$0

$550,000

$0

$1,020,000

$1,270,000

$1,253,000

$1,000,000

$987,000

$496,000

Also not part of the City’s PILOT agreement listing are the portion of lease payments by the
Commonwealth for its space at Strawberry Square and 333 Market Street that included payments in
lieu of tax amounts that averaged $860,000 per year over the five years ended 2008.122 These are
office buildings that would be available for sale to private investors which would then place them on
the tax rolls based on their current market values.
Employment Based Taxes
Earned Income Tax (EIT)
Under the Local Tax Enabling Act, the EIT is capped at 1.0% and split equally with the School
District, effectively limiting the tax to 0.5% on residents. The City currently levies the EIT at the
maximum rate of 1.0% under the Local Tax Enabling Act,123 on residents and nonresidents or those
working in the City. However, the City is entitled to only a half of the resident levy since the School
District has also imposed the tax.124 The City receives very little revenue from the non-resident tax
as the municipality of residence has first right to the tax up to the level they impose under the
crediting provisions of the Act.125

122
Tax Exempt Property and Municipal Fiscal Status, Legislative Budget & Finance Committee, PA General Assembly, March 2009 at 83.
Per Brad Jones, the City’s Redevelopment Authority is the land owner of these two facilities with long-term ground leases.
123
53 P.S. § 6924.311(3). If one or more of the City’s pension plans is deemed in moderate or severe distress, the City may raise the
Earned Income tax rate above the limit (on both residents and nonresidents), the proceeds of which shall be used solely to defray the
additional costs required pursuant to Act 205 of 1984, as amended, which are directly related to the pension plans. 53 P.S. § 895.607(f) &
(f.1).
124
53 P.S. § 6924.311. Unlike the City, the School District may not levy the EIT on nonresidents. 53 P.S. § 6924.301.1(f)(5).
125
53 P.S. § 6924.317. Out-of-state City workers, which are estimated to comprise less than one percent of the City workforce, are subject
to the full 1.0% City EIT rate.
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Under Act 47, a higher rate can be imposed on both residents and non-residents as part of a
comprehensive recovery plan with approval of the County Court of Common Pleas on an annual
basis.122 A higher City EIT rate will not affect the portion of the EIT to which the School District is
entitled. For example, if the City EIT rate is increased to 2.0%, the School District will continue to
have an effective EIT rate of 0.5% on residents only.
As indicated in the table below, the highest EIT net resident rate123 among the 19 other Act 47
Municipalities is 2.4% levied by the City of Scranton. Other Act 47 Municipalities with EIT net
resident rates exceeding 2% are the Cities of Chester (2.15%) and Reading (2.1%). The highest
EIT nonresident rate exceeding 1.0%124 among the Act 47 municipalities is 1.1% by the City of New
Castle, which has a population of about 24,000 and is the county seat of Lawrence County which
borders the State of Ohio.125 Eleven other Act 47 municipalities levy EIT nonresident rates
exceeding 1.0%.126

2011 EIT Rates for Municipalities Under Act 47
Municipality

County

Year
Designated

Resident EIT
Rate (net of
School Tax127)

Nonresident EIT Rate
Exceeding 1.00%128

Aliquippa City

Beaver

1987

1.00

0.50%

Braddock Boro

Allegheny

1988

0.60

0.05%

Chester City

Delaware

1995

2.15

0.15%

Clairton City

Allegheny

1988

0.50

0.00%

Duquesne City

Allegheny

1991

1.15

0.30%

Farrell City

Mercer

1987

1.30

0.40%

Franklin Boro

Cambria

1988

1.40

0.30%

Greenville Boro

Mercer

2002

1.15

0.42%

Harrisburg City

Dauphin

2010

0.50

0.00%

Johnstown City

Cambria

1992

0.80

0.10%

Millbourne Boro

Delaware

1993

1.00

0.00%

Nanticoke City

Luzerne

2006

1.50

0.00%

New Castle City

Lawrence

2007

1.70

1.10%

Pittsburgh City

Allegheny

2003

1.25

0.00%

Plymouth Twp

Luzerne

2004

1.50

0.40%

122

53 P.S. § 11701.123.
“Net resident rate” is the rate to which a municipality is entitled net of any sharing with the coterminous school district as required by Local
Tax Enabling Act, 53 P.S. . § 6924.311.
124
Since most Harrisburg City Commuters are residents of Pennsylvania municipalities which levy a combined EIT rate of at least 1.0%, for
this analysis it is assumed that the nonresident rate to which a municipality is entitled needs to exceed 1.0%.
125
Municipal Tax Statistics for 2011, DCED.
126
Id.
127
Under the Local Tax Enabling Act when a municipality levies an EIT rate on residents of at least 0.5% the school district is limited to 0.5%
on residents. 53 P.S. § 6924.311. The rates shown in this column do not include the school district EIT.
128
It is assumed that most nonresidents are commuters from Pennsylvania municipalities whose combined municipal and school district EIT
rates are at least 1.00%, giving them a credit of at least 1.00% against their nonresident EIT. Under this assumption, a municipality imposing
a nonresident EIT would benefit only to the extent the nonresident EIT rate exceeds at least 1.00%.
123
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Under Act 47, a higher rate can be imposed on both residents and non-residents as part of a
comprehensive recovery plan with approval of the County Court of Common Pleas on an annual
basis.126 A higher City EIT rate will not affect the portion of the EIT to which the School District is
entitled. For example, if the City EIT rate is increased to 2.0%, the School District will continue to
have an effective EIT rate of 0.5% on residents only.
As indicated in the table below, the highest EIT net resident rate127 among the 19 other Act 47
Municipalities is 2.4% levied by the City of Scranton. Other Act 47 Municipalities with EIT net
resident rates exceeding 2% are the Cities of Chester (2.15%) and Reading (2.1%). The highest
EIT nonresident rate exceeding 1.0%128 among the Act 47 municipalities is 1.1% by the City of New
Castle, which has a population of about 24,000 and is the county seat of Lawrence County which
borders the State of Ohio.129 Eleven other Act 47 municipalities levy EIT nonresident rates
exceeding 1.0%.130

2011 EIT Rates for Municipalities Under Act 47
Municipality

County

Year
Designated

Resident EIT
Rate (net of
School Tax131)

Nonresident EIT Rate
Exceeding 1.00%132

Aliquippa City

Beaver

1987

1.00

0.50%

Braddock Boro

Allegheny

1988

0.60

0.05%

Chester City

Delaware

1995

2.15

0.15%

Clairton City

Allegheny

1988

0.50

0.00%

Duquesne City

Allegheny

1991

1.15

0.30%

Farrell City

Mercer

1987

1.30

0.40%

Franklin Boro

Cambria

1988

1.40

0.30%

Greenville Boro

Mercer

2002

1.15

0.42%

Harrisburg City

Dauphin

2010

0.50

0.00%

Johnstown City

Cambria

1992

0.80

0.10%

Millbourne Boro

Delaware

1993

1.00

0.00%

Nanticoke City

Luzerne

2006

1.50

0.00%

New Castle City

Lawrence

2007

1.70

1.10%

Pittsburgh City

Allegheny

2003

1.25

0.00%

Plymouth Twp

Luzerne

2004

1.50

0.40%

126

53 P.S. § 11701.123.
“Net resident rate” is the rate to which a municipality is entitled net of any sharing with the coterminous school district as required by Local
Tax Enabling Act, 53 P.S. . § 6924.311.
128
Since most Harrisburg City Commuters are residents of Pennsylvania municipalities which levy a combined EIT rate of at least 1.0%, for
this analysis it is assumed that the nonresident rate to which a municipality is entitled needs to exceed 1.0%.
129
Municipal Tax Statistics for 2011, DCED.
130
Id.
131
Under the Local Tax Enabling Act when a municipality levies an EIT rate on residents of at least 0.5% the school district is limited to 0.5%
on residents. 53 P.S. § 6924.311. The rates shown in this column do not include the school district EIT.
132
It is assumed that most nonresidents are commuters from Pennsylvania municipalities whose combined municipal and school district EIT
rates are at least 1.00%, giving them a credit of at least 1.00% against their nonresident EIT. Under this assumption, a municipality imposing
a nonresident EIT would benefit only to the extent the nonresident EIT rate exceeds at least 1.00%.
127
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Municipality

County

Year
Designated

Resident EIT
Rate (net of
School Tax127)

Nonresident EIT Rate
Exceeding 1.00%128

Rankin Boro

Allegheny

1989

1.00

0.40%

Reading City

Berks

2009

2.10

0.30%

Scranton City

Lackawanna

1992

2.40

0.00%

West Hazleton Boro

Luzerne

2003

0.50

0.00%

Westfall Twp

Pike

2009

(no EIT levied)

(no EIT levied)

City commuters who are residents of Pennsylvania are credited for the City’s EIT up to the combined
home municipal/school district EIT tax on their City earnings.129 If the City EIT rate is increased to
2.0% on residents and the combined home EIT rate for a non-resident is 1.0%, half of the EIT will be
retained by City and half of it will be credited to the employee’s home jurisdiction.
Many City commuters reside in jurisdictions where the combined EIT rate exceeds 1.0%, including
some as high as 2.0% (including the many City commuters who reside in Swatara Township, Lower
Paxton Township, East Pennsboro Township, Lower Allen Township and Middletown, Camp Hill and
Mechanicsburg Boroughs). The table below lists the combined EIT for school districts in neighboring
counties. Most of the Dauphin County jurisdictions with 1.0% EIT rates have the option of raising
them to replace their Occupation Assessment Tax130 which caused the EIT rates in Cumberland and
Perry County localities to exceed 1.0%. As a result, the City would only yield additional tax revenue
from non-residents from those jurisdictions to the extent the City’s rate exceeds the combined EIT of
the City Commuters’ home jurisdictions.

129

53 P.S. § 6924.317. For wage earners the crediting process is handled by the tax collectors.
53 P.S. § 6924.403 authorizes a political subdivision that levies an occupation tax to replace the revenues by increasing the EIT rate.
This would be accomplished through a voter referendum following adoption of a resolution by the governing body of the political subdivision.
53 P.S. §§ 6924.406 & 6924.407.
130
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Municipality

County

Year
Designated

Resident EIT
Rate (net of
School Tax131)

Nonresident EIT Rate
Exceeding 1.00%132

Rankin Boro

Allegheny

1989

1.00

0.40%

Reading City

Berks

2009

2.10

0.30%

Scranton City

Lackawanna

1992

2.40

0.00%

West Hazleton Boro

Luzerne

2003

0.50

0.00%

Westfall Twp

Pike

2009

(no EIT levied)

(no EIT levied)

City commuters who are residents of Pennsylvania are credited for the City’s EIT up to the combined
home municipal/school district EIT tax on their City earnings.133 If the City EIT rate is increased to
2.0% on residents and the combined home EIT rate for a non-resident is 1.0%, half of the EIT will be
retained by City and half of it will be credited to the employee’s home jurisdiction.
Many City commuters reside in jurisdictions where the combined EIT rate exceeds 1.0%, including
some as high as 2.0% (including the many City commuters who reside in Swatara Township, Lower
Paxton Township, East Pennsboro Township, Lower Allen Township and Middletown, Camp Hill and
Mechanicsburg Boroughs). The table below lists the combined EIT for school districts in neighboring
counties. Most of the Dauphin County jurisdictions with 1.0% EIT rates have the option of raising
them to replace their Occupation Assessment Tax134 which caused the EIT rates in Cumberland and
Perry County localities to exceed 1.0%. As a result, the City would only yield additional tax revenue
from non-residents from those jurisdictions to the extent the City’s rate exceeds the combined EIT of
the City Commuters’ home jurisdictions.
Non-Resident (Commuter) Tax
The higher EIT rates levied by surrounding municipalities make a practical and effective EIT rate on
commuters difficult to enact without correspondingly higher EIT rates on City residents. The
necessarily higher EIT rate on Harrisburg City residents will result in a greater tax burden on
residents that already have a much lower average wage compared to wages earned by nonresidents ($30,056 for City residents compared to $47,008 for non-City residents, according to a
2007 report by Capital Tax Collection Bureau). For this reason, the Coordinator is not able to
recommend a non-resident (commuter) EIT rate and has not considered the revenue from such a tax
as a practical or equitable revenue source for purposes of this Recovery Plan.

133

53 P.S. § 6924.317. For wage earners the crediting process is handled by the tax collectors.
53 P.S. § 6924.403 authorizes a political subdivision that levies an occupation tax to replace the revenues by increasing the EIT rate.
This would be accomplished through a voter referendum following adoption of a resolution by the governing body of the political subdivision.
53 P.S. §§ 6924.406 & 6924.407.
134
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Dauphin County
1. Harrisburg:
2. Central Dauphin:
3. Upper Dauphin:
4. Lower Dauphin:
5. Halifax:
6. Derry Township:
7. Steelton-Highspire:
8. Susquehanna:
9. Middletown:
10. Williams Valley:
11. Millersburg:

1.00%
2.00%
1.00%
1.00%
1.00%
1.00%
1.00%
1.00%
1.75%
1.00%
1.00%

Cumberland County
1. Big Spring:
2. Camp Hill:
3. Carlisle:
4. Cumberland Valley:
5. East Pennsboro:
6. Mechanicsburg:
7. Shippensburg:
8. South Middleton:
9. West Shore:

1.65%
2.00%
1.60%
1.60%
1.60%
1.70%
1.40%
1.60%
1.45%

Perry County
1. Greenwood:
2. Newport:
3. Susquenita:
4. West Perry:

1.75%
1.60%
1.80%
1.70%

York County
1. Central York
2. Dallastown
3. Dover
4. Eastern York
5. Hanover
6. Northeastern
7. Northern York
8. Red Lion
9. South Eastern
10. South Western
11. Southern York
12. Spring Grove
13. West York
14. York City
15. York Suburban

1.00%
1.00%
1.40%
1.00%
1.00%
1.00%
1.25%
1.00%
1.00%
1.00%
1.30%
1.00%
1.00%
1.00%
1.00%

Franklin County
1. Chambersburg
2. Fannett-Metal
3. Greencastle
4. Tuscarora
5. Waynesboro

1.70%
1.00%
1.00%
1.00%
1.00%

Adams County
1. Bermudian Springs
2. Conewago Valley
3. Fairfield Area
4. Gettysburg Area
5. Littlestown Area
6. Upper Adams

1.70%
1.50%
1.50%
1.70%
1.00%
1.60%

Lancaster County
1. Cocalico
2. Columbia Borough
3. Conestoga Valley
4. Donegal
5. East Lancaster
6. Elizabethtown
7. Ephrata
8. Hempfield
9. Lampeter-Strassburg
10. Lancaster
11. Manheim Central
12. Manheim Township
13. Penn Manor
14. Pequea Valley
15. Solanco
16. Warwick

1.00%
1.00%
1.00%
1.00%
1.00%
1.00%
1.00%
1.00%
1.00%
1.10%
1.00%
1.00%
1.00%
1.00%
1.60%
1.15%

Juniata County
1. Juniata County SD

1.00%

Lebanon County
1. Anneville-Cleona
2. Cornwall-Lebanon
3. Eastern Lebanon
4. Lebanon
5. Northern Lebanon
6. Palmyra

1.40%
1.00%
1.00%
1.90%
1.00%
1.00%

Schuylkill County
1. Blue Mountain
2. Mahanoy
3. Minersville
4. North Schuylkill
5. Pine Grove
6. Pottsville
7. Saint Clair
8. Schuylkill Haven
9. Shenandoah
10. Tamaqua
11. Tri Valley

1.00%
1.00%
1.00%
1.00%
1.00%
1.00%
1.00%
1.00%
1.00%
1.00%
1.00%

City of Harrisburg
Act 47 Recovery Plan

Revenue II.pdf

Page | 370

Dauphin County
1. Harrisburg:
2. Central Dauphin:
3. Upper Dauphin:
4. Lower Dauphin:
5. Halifax:
6. Derry Township:
7. Steelton-Highspire:
8. Susquehanna:
9. Middletown:
10. Williams Valley:
11. Millersburg:

1.00%
2.00%
1.00%
1.00%
1.00%
1.00%
1.00%
1.00%
1.75%
1.00%
1.00%

Cumberland County
1. Big Spring:
2. Camp Hill:
3. Carlisle:
4. Cumberland Valley:
5. East Pennsboro:
6. Mechanicsburg:
7. Shippensburg:
8. South Middleton:
9. West Shore:

1.65%
2.00%
1.60%
1.60%
1.60%
1.70%
1.40%
1.60%
1.45%

Perry County
1. Greenwood:
2. Newport:
3. Susquenita:
4. West Perry:

1.75%
1.60%
1.80%
1.70%

York County
1. Central York
2. Dallastown
3. Dover
4. Eastern York
5. Hanover
6. Northeastern
7. Northern York
8. Red Lion
9. South Eastern
10. South Western
11. Southern York
12. Spring Grove
13. West York
14. York City
15. York Suburban

1.00%
1.00%
1.40%
1.00%
1.00%
1.00%
1.25%
1.00%
1.00%
1.00%
1.30%
1.00%
1.00%
1.00%
1.00%

Franklin County
1. Chambersburg
2. Fannett-Metal
3. Greencastle
4. Tuscarora
5. Waynesboro

1.70%
1.00%
1.00%
1.00%
1.00%

Adams County
1. Bermudian Springs
2. Conewago Valley
3. Fairfield Area
4. Gettysburg Area
5. Littlestown Area
6. Upper Adams

1.70%
1.50%
1.50%
1.70%
1.00%
1.60%

Lancaster County
1. Cocalico
2. Columbia Borough
3. Conestoga Valley
4. Donegal
5. East Lancaster
6. Elizabethtown
7. Ephrata
8. Hempfield
9. Lampeter-Strassburg
10. Lancaster
11. Manheim Central
12. Manheim Township
13. Penn Manor
14. Pequea Valley
15. Solanco
16. Warwick

1.00%
1.00%
1.00%
1.00%
1.00%
1.00%
1.00%
1.00%
1.00%
1.10%
1.00%
1.00%
1.00%
1.00%
1.60%
1.15%

Juniata County
1. Juniata County SD

1.00%

Lebanon County
1. Anneville-Cleona
2. Cornwall-Lebanon
3. Eastern Lebanon
4. Lebanon
5. Northern Lebanon
6. Palmyra

1.40%
1.00%
1.00%
1.90%
1.00%
1.00%

Schuylkill County
1. Blue Mountain
2. Mahanoy
3. Minersville
4. North Schuylkill
5. Pine Grove
6. Pottsville
7. Saint Clair
8. Schuylkill Haven
9. Shenandoah
10. Tamaqua
11. Tri Valley

1.00%
1.00%
1.00%
1.00%
1.00%
1.00%
1.00%
1.00%
1.00%
1.00%
1.00%
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Local Services Tax
The Local Services Tax (LST) is levied on persons based upon their location of employment. It
differs from the EIT in that the location of the principal employment is the basis for the tax, not the
domicile of the taxpayer. The tax rate is a total of $52, shared with the School District - $5 paid to
the School District and $47 retained by the City. The table below summarized the revenue received
from the LST and EIT.
2006
Actual

2007
Actual

2008
Actual

2009
Actual

2010
Actual

Local Services Tax

$3,016,240

$2,865,834

$1,950,541

$2,353,228

$2,217,093

(26.5%)

Earned Income Tax

$3,447,433

$3,732,186

$3,514,282

$3,444,832

$3,149,169

(8.7%)

Revenue Source

%
Growth

The revenue received from the LST has been significant for the City, especially since the rate and
name changed in 2005. For comparison, in 2006, the City collected slightly more than $430,000 from
the EIT (at a rate of 0.5% on wages and net profits) than from the LST levied at a rate of $47 per
employee. For the period 2007 through 2010, the amount of LST taxes fell upon the adoption of
mandatory income limits, but remained a major new City revenue source that is approaching three
quarters of the revenue as received from the EIT.

Business Privilege & Mercantile Tax
The City of Harrisburg levies a Business Privilege & Mercantile Tax (BPMT) on all businesses in the
City except for those that are statutorily exempt, such as manufacturers. The BPMT is based on the
gross receipts of retailers at 0.075% (0.15% when combined with the BPMT rate levied by the
School District); of wholesalers at 0.05% (0.01% combined rate); and of other businesses at 0.2%
(0.3% combined rate). The only other municipalities in Dauphin, Cumberland and Perry Counties
which impose a BPMT are Swatara Township, Paxtang Borough and Penbrook Borough. All of
these municipalities border the City of Harrisburg and have lower combined rates on retailers and
other businesses. Among the Third Class cities which are closest in proximity to Harrisburg, the
BPMT is levied in York and Reading but not in Lebanon or Lancaster.
Like all political subdivisions in the Commonwealth, the City and School District of Harrisburg are
barred from raising their BPMT tax rates.131 However, this does not prevent increases in license
taxes (which are included in the same City of Harrisburg tax account category), interest (now
0.33%/month, which comes to nearly 4% annually) or penalties (now 10% for payments more than
30 days after due date).
In the 2007 PA Supreme Court decision, V.L. Rendina, Inc. v. City of Harrisburg, the City prevailed
in applying the BPMT to a contractor who had a leased job trailer during its temporary presence in
the City. In holding that a base of operations is not necessary for the BPMT to apply, the Court’s
opinion indicated that business persons without any office in the City but who temporarily engage in
business in the City are subject to this tax (e.g., auditors at a client site in the City, an attorney in a
Dauphin County Court trial, business associates attending a conference in the City, entertainers
performing at a concert in the City or sales persons soliciting potential new business in the City).
However, it is apparent that the City is not fully enforcing the BPMT to this extent. There is also
pending legislation that would alter this definition and preclude the imposition of the tax on nonpermanent work sites.

131

Local Tax Reform Act of 1988, 72 P.S. § 4750.101.
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Local Services Tax
The Local Services Tax (LST) is levied on persons based upon their location of employment. It
differs from the EIT in that the location of the principal employment is the basis for the tax, not the
domicile of the taxpayer. The tax rate is a total of $52, shared with the School District - $5 paid to
the School District and $47 retained by the City. The table below summarized the revenue received
from the LST and EIT.
2006
Actual

2007
Actual

2008
Actual

2009
Actual

2010
Actual

Local Services Tax

$3,016,240

$2,865,834

$1,950,541

$2,353,228

$2,217,093

(26.5%)

Earned Income Tax

$3,447,433

$3,732,186

$3,514,282

$3,444,832

$3,149,169

(8.7%)

Revenue Source

%
Growth

The revenue received from the LST has been significant for the City, especially since the rate and
name changed in 2005. For comparison, in 2006, the City collected slightly more than $430,000 from
the EIT (at a rate of 0.5% on wages and net profits) than from the LST levied at a rate of $47 per
employee. For the period 2007 through 2010, the amount of LST taxes fell upon the adoption of
mandatory income limits, but remained a major new City revenue source that is approaching three
quarters of the revenue as received from the EIT.

Business Privilege & Mercantile Tax
The City of Harrisburg levies a Business Privilege & Mercantile Tax (BPMT) on all businesses in the
City except for those that are statutorily exempt, such as manufacturers. The BPMT is based on the
gross receipts of retailers at 0.075% (0.15% when combined with the BPMT rate levied by the
School District); of wholesalers at 0.05% (0.01% combined rate); and of other businesses at 0.2%
(0.3% combined rate). The only other municipalities in Dauphin, Cumberland and Perry Counties
which impose a BPMT are Swatara Township, Paxtang Borough and Penbrook Borough. All of
these municipalities border the City of Harrisburg and have lower combined rates on retailers and
other businesses. Among the Third Class cities which are closest in proximity to Harrisburg, the
BPMT is levied in York and Reading but not in Lebanon or Lancaster.
Like all political subdivisions in the Commonwealth, the City and School District of Harrisburg are
barred from raising their BPMT tax rates.135 However, this does not prevent increases in license
taxes (which are included in the same City of Harrisburg tax account category), interest (now
0.33%/month, which comes to nearly 4% annually) or penalties (now 10% for payments more than
30 days after due date).
In the 2007 PA Supreme Court decision, V.L. Rendina, Inc. v. City of Harrisburg, the City prevailed
in applying the BPMT to a contractor who had a leased job trailer during its temporary presence in
the City. In holding that a base of operations is not necessary for the BPMT to apply, the Court’s
opinion indicated that business persons without any office in the City but who temporarily engage in
business in the City are subject to this tax (e.g., auditors at a client site in the City, an attorney in a
Dauphin County Court trial, business associates attending a conference in the City, entertainers
performing at a concert in the City or sales persons soliciting potential new business in the City).
However, it is apparent that the City is not fully enforcing the BPMT to this extent. There is also
pending legislation that would alter this definition and preclude the imposition of the tax on nonpermanent work sites.
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Local Tax Reform Act of 1988, 72 P.S. § 4750.101.
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Fund Transfers and Administrative Charges
Administrative Charges, Transfers and Parking Payments
As previously mentioned, in an effort to compensate for the relatively low tax revenue stream, the
City developed a series of payments related to its operation of water, sewer, sanitation (solid waste
collection) services as well as Harrisburg Parking Authority contributions through the agreement on
the Coordinated Parking Fund. The payments were for: administrative charges for “overhead;” costs
incurred by the General Fund; direct transfers into the General Fund; or payments made by the
Coordinated Parking Fund. Payments from these sources varied over the period from a low of $16.4
million in 2006 to a high of $22.6 million in 2009. In 2010, the payments dropped significantly to
$18.8 million. A summary of those payments is included below.

Transfers and
Administrative Charge
Payments
Coordinated Parking
Fund
Total Payments
% of Total Adjusted
Revenue

2006
Actual

2007
Actual

2008
Actual

2009
Actual

2010
Actual

%
Growth

$12,852,316

$13,861,260

$14,800,394

$18,590,844

$16,157,932

25.7%

$3,524,893

$4,005,000

$4,750,000

$4,050,000

$2,664,000

(24.4%)

$16,377,209

$17,866,260

$19,550,394

$22,640,844

$18,821,932

14.9%

30.3%

30.4%

32.6%

37.6%

33.3%

Source: Historical Data from City As Provided

The continuation of these administrative charges, transfers, and parking revenues is dependent on
whether the individual fund’s operation has sufficient revenue to meet costs and produce a surplus
to provide a transfer to the City’s General Fund. For the projection period, the total of administrative
charges, transfers and parking payments is held constant, as depicted in the table below. However,
the funds that contribute the payments are expected to have projected increases in operating costs.
Without changes in the funds’ individual revenue sources, these increased costs are expected to
produce annual operating budget deficits in each fund. Depending on the level of each fund’s
balance, continuing current levels of fund transfers into General Fund may be in jeopardy
2011Projected

Transfers and
Administrative Charge
Payments
Coordinated Parking
Fund
Total Payments
% of Total Adjusted
Revenue

2010
Actual

2011
Estimated

2012
Projected

2013
Projected

2014
Projected

2015
Projected

$16,157,932

$15,990,847

$15,990,847

$15,990,847

$15,990,847

$15,990,847

$2,664,000

$3,600,000

$3,600,000

$3,600,000

$3,600,000

$3,600,000

$18,821,932

$19,590,847

$19,590,847

$19,590,847

$19,590,847

$19,590,847

33.3%

35.9%

36.6%

36.5%

36.7%

36.7%

2011
Estimated
Sewer Fund
Sanitation Fund
Water Fund
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2012
Projected

2013
Projected

2014
Projected

2015
Projected

($2,928,422)

($767,316)

($887,841)

($1,034,551)

($1,191,941)

($261,645)

($284,784)

($314,614)

($353,394)

($399,543)

$0

($126,317)

($264,770)

($420,096)

($577,256)
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Fund Transfers and Administrative Charges
Administrative Charges, Transfers and Parking Payments
As previously mentioned, in an effort to compensate for the relatively low tax revenue stream, the
City developed a series of payments related to its operation of water, sewer, sanitation (solid waste
collection) services as well as Harrisburg Parking Authority contributions through the agreement on
the Coordinated Parking Fund. The payments were for: administrative charges for “overhead;” costs
incurred by the General Fund; direct transfers into the General Fund; or payments made by the
Coordinated Parking Fund. Payments from these sources varied over the period from a low of $16.4
million in 2006 to a high of $22.6 million in 2009. In 2010, the payments dropped significantly to
$18.8 million. A summary of those payments is included below.

Transfers and
Administrative Charge
Payments
Coordinated Parking
Fund
Total Payments
% of Total Adjusted
Revenue

2006
Actual

2007
Actual

2008
Actual

2009
Actual

2010
Actual

%
Growth

$12,852,316

$13,861,260

$14,800,394

$18,590,844

$16,157,932

25.7%

$3,524,893

$4,005,000

$4,750,000

$4,050,000

$2,664,000

(24.4%)

$16,377,209

$17,866,260

$19,550,394

$22,640,844

$18,821,932

14.9%

30.3%

30.4%

32.6%

37.6%

33.3%

Source: Historical Data from City As Provided

The continuation of these administrative charges, transfers, and parking revenues is dependent on
whether the individual fund’s operation has sufficient revenue to meet costs and produce a surplus
to provide a transfer to the City’s General Fund. For the projection period, the total of administrative
charges, transfers and parking payments is held constant, as depicted in the table below. However,
the funds that contribute the payments are expected to have projected increases in operating costs.
Without changes in the funds’ individual revenue sources, these increased costs are expected to
produce annual operating budget deficits in each fund. Depending on the level of each fund’s
balance, continuing current levels of fund transfers into General Fund may be in jeopardy
2011Projected

Transfers and
Administrative Charge
Payments
Coordinated Parking
Fund
Total Payments
% of Total Adjusted
Revenue

2010
Actual

2011
Estimated

2012
Projected

2013
Projected

2014
Projected

2015
Projected

$16,157,932

$15,990,847

$15,990,847

$15,990,847

$15,990,847

$15,990,847

$2,664,000

$3,600,000

$3,600,000

$3,600,000

$3,600,000

$3,600,000

$18,821,932

$19,590,847

$19,590,847

$19,590,847

$19,590,847

$19,590,847

33.3%

35.9%

36.6%

36.5%

36.7%

36.7%

2011
Estimated
Sewer Fund
Sanitation Fund
Water Fund
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2012
Projected

2013
Projected

2014
Projected

2015
Projected

($2,928,422)

($767,316)

($887,841)

($1,034,551)

($1,191,941)

($261,645)

($284,784)

($314,614)

($353,394)

($399,543)

$0

($126,317)

($264,770)

($420,096)

($577,256)

City of Harrisburg
Act 47 Recovery Plan

Revenue I.pdf

The total payments to the City’s General Fund represent a significant source of revenue to the City.
For 2011 the total payments equal:
 Nearly the same (92.8%) as the total of all real estate based taxes;
 Nearly three times (294.4%) the revenue from all employment based taxes;
 More than three times (312.1%) the revenue from all other taxes; and
 More than one-half (57.5%) the revenue from all taxes combined.
The following figure demonstrates the relative contribution to the General Fund of all revenue and
sources as compared to expenditures.

Revenue by Source, 2010 - 2014
Including All Fund Transfers and Charges
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2011 Est.
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Other Proceeds Sales of Assets

2014
Expenditures

For comparison, the amount of new revenue and sources that would be necessary to meet projected
expenses in the absence of all transfers and charges is shown in the following chart.
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The total payments to the City’s General Fund represent a significant source of revenue to the City.
For 2011 the total payments equal:
 Nearly the same (92.8%) as the total of all real estate based taxes;
 Nearly three times (294.4%) the revenue from all employment based taxes;
 More than three times (312.1%) the revenue from all other taxes; and
 More than one-half (57.5%) the revenue from all taxes combined.
The following figure demonstrates the relative contribution to the General Fund of all revenue and
sources as compared to expenditures.
Revenue by Source, 2010 - 2014
Including All Fund Transfers and Charges
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For comparison, the amount of new revenue and sources that would be necessary to meet projected
expenses in the absence of all transfers and charges is shown in the following chart.
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Revenue by Source, 2010 - 2014
Without Fund Transfers and Charges
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Total Tax Revenue
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Other Proceeds Sales of Assets

Expenditures

2012

2013

2014

Charges & Transfers In

Assessment of the Lease, Sale or Refinancing of City Assets
The City of Harrisburg owns a wide variety of properties, either wholly or in combination with other
component units of government. Assets of real property can be sold at market value, operations that
maintain facilities on City owned real estate may purchase or lease the land critical to their uses, and
through the lease back method of finance, the City may receive up front funds from a multi-year
lease of property that it currently controls and maintains with multi-year debt payments to another
component entity. In 2010, the City prepared an RFP for appraisal of the City’s holdings and
included a review of: parking facilities; land under parking facilities; City Island, including all sports
facilities; Broad Street Market; water utility and systems; sewerage utility and systems; National Civil
War Museum; and the National Fire Museum. The City did not award a contract based on the RFP.
The Harrisburg Authority received independent valuations on the value of its RRF. The Parking
Authority received valuations on their garage facilities as well as the City owned land sited under the
garages.
Water System Valuation
The water system is included in THA’s operations. The City has a management agreement with THA
and is compensated for expenses related to the operation of the system. The water system includes
supply, treatment and distribution systems for customers in the City of Harrisburg, Penbrook
Borough and parts of various other municipalities. The system includes approximately 142 miles of
distribution lines, one reservoir with watershed protected acreage and several finished water storage
reservoirs. The water system has approximately 21,000 metered customers.
A valuation of the operations, revenues and liabilities of the water system would rely on the value of
the underlying operation, the net assets of the operation and the nature of the prospective
purchaser. Potential private operators of the water system will be under the authority of the
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Revenue by Source, 2010 - 2014
Without Fund Transfers and Charges
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Assessment of the Lease, Sale or Refinancing of City Assets
The City of Harrisburg owns a wide variety of properties, either wholly or in combination with other
component units of government. Assets of real property can be sold at market value, operations that
maintain facilities on City owned real estate may purchase or lease the land critical to their uses, and
through the lease back method of finance, the City may receive up front funds from a multi-year
lease of property that it currently controls and maintains with multi-year debt payments to another
component entity. In 2010, the City prepared an RFP for appraisal of the City’s holdings and
included a review of: parking facilities; land under parking facilities; City Island, including all sports
facilities; Broad Street Market; water utility and systems; sewerage utility and systems; National Civil
War Museum; and the National Fire Museum. The City did not award a contract based on the RFP.
The Harrisburg Authority received independent valuations on the value of its RRF. The Parking
Authority received valuations on their garage facilities as well as the City owned land sited under the
garages.
Water System Valuation
The water system is included in THA’s operations. The City has a management agreement with THA
and is compensated for expenses related to the operation of the system. The water system includes
supply, treatment and distribution systems for customers in the City of Harrisburg, Penbrook
Borough and parts of various other municipalities. The system includes approximately 142 miles of
distribution lines, one reservoir with watershed protected acreage and several finished water storage
reservoirs. The water system has approximately 21,000 metered customers.
A valuation of the operations, revenues and liabilities of the water system would rely on the value of
the underlying operation, the net assets of the operation and the nature of the prospective
purchaser. Potential private operators of the water system will be under the authority of the
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Pennsylvania Public Utility Commission. A purchaser that is another public authority may have a
different valuation method applied based on its ability to pay and whether or not it falls under Public
Utility Commission jurisdiction.
Valuations of water systems for sale generally consider the following conditions:
1. Customer count is based on water meters not population.
2. Rate base is total plant in service at original cost less accumulated depreciation and
contributed property (developer mains, grant funded infrastructure).
3. Sales between regulated utilities consider the rate base or the return on investment allowed
through rate recovery as a key consideration.
4. Recent private sales examined averaged about $2,700 per customer.
5. Engineering estimates of fair market value for regulated water utility assets can range up to
three times the rate base but generally are estimated at a multiple of two. This range of
estimates provide the per customer price at about $3,000-$7,000 per customer meter.
6. The value of a water system is impacted by the condition of the existing infrastructure,
mandated future investment, customer base growth potential and economic viability of the
community.
7. Regardless of the valuation model, the necessary timing of the sale and motivation of the
seller results in the actual sale price.
It is important to note that the time to complete either type of transaction (private entity or public
authority) will vary based on the proposals and the ability of each entity to provide the necessary due
diligence and required capital as well as the effect on the underlying bonds, notes or other financial
instruments currently in place.
Additional details of the water system assets are included in the table below.

Asset

Water System

Watershed Land

Potential Value

Comments

Based upon a recent average of $2,700 per customer
could exceed $50 million. However, debt and condition
of the infrastructure would be critical to a final selling
price.

Sale to a private company or public utility
would affect final realization from asset.

Impact of sale on City General Fund

Loss of $1.3 million transfer for 2011, sale
would also impact employment of City
employees that operate the water system.

$10.5 million estimated proceeds from sale based on
potential value as hunting land. The Game
Commission previously offered to purchase three
parcels of this land from THA for less than $1 million.

Sale to Commonwealth to become part of
contiguous holdings of state lands to
preserve watershed

Impact of sale on City General Fund

Property titled to THA - asset sale will
require an agreement between the City
and THA as to the disposition of funds to
the City's General Fund

Sewerage Utility
The sewerage utility is operated by the City through a lease agreement with THA for sewerage
conveyance and treatment at the Advanced Wastewater Treatment Facility. The major revenue
sources include metered and unmetered wastewater. The facility services the City of Harrisburg and
six municipalities. As is usual in wastewater operations, the treatment plant also receives revenues
from the treatment and handling of septage and sludge, laboratory fees and industrial user charges.
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Pennsylvania Public Utility Commission. A purchaser that is another public authority may have a
different valuation method applied based on its ability to pay and whether or not it falls under Public
Utility Commission jurisdiction.
Valuations of water systems for sale generally consider the following conditions:
1. Customer count is based on water meters not population.
2. Rate base is total plant in service at original cost less accumulated depreciation and
contributed property (developer mains, grant funded infrastructure).
3. Sales between regulated utilities consider the rate base or the return on investment allowed
through rate recovery as a key consideration.
4. Recent private sales examined averaged about $2,700 per customer.
5. Engineering estimates of fair market value for regulated water utility assets can range up to
three times the rate base but generally are estimated at a multiple of two. This range of
estimates provide the per customer price at about $3,000-$7,000 per customer meter.
6. The value of a water system is impacted by the condition of the existing infrastructure,
mandated future investment, customer base growth potential and economic viability of the
community.
7. Regardless of the valuation model, the necessary timing of the sale and motivation of the
seller results in the actual sale price.
It is important to note that the time to complete either type of transaction (private entity or public
authority) will vary based on the proposals and the ability of each entity to provide the necessary due
diligence and required capital as well as the effect on the underlying bonds, notes or other financial
instruments currently in place.
Additional details of the water system assets are included in the table below.

Asset

Water System

Potential Value
Based upon a recent average of $2,700 per customer
could exceed $50 million. However, debt and condition
of the infrastructure would be critical to a final selling
price.
Impact of sale on City General Fund

Watershed Land

Based on quantity of available land. The Game
Commission previously offered to purchase three
parcels of this land from THA for less than $1 million.
Impact of sale on City General Fund

Comments

Sale to a private company or public utility
would affect final realization from asset.
Loss of $1.3 million transfer for 2011, sale
would also impact employment of City
employees that operate the water system.
Sale to Commonwealth to become part of
contiguous holdings of state lands to
preserve watershed
Property titled to THA - asset sale will
require an agreement between the City
and THA as to the disposition of funds to
the City's General Fund

Sewerage Utility
The sewerage utility is operated by the City through a lease agreement with THA for sewerage
conveyance and treatment at the Advanced Wastewater Treatment Facility. The major revenue
sources include metered and unmetered wastewater. The facility services the City of Harrisburg and
six municipalities. As is usual in wastewater operations, the treatment plant also receives revenues
from the treatment and handling of septage and sludge, laboratory fees and industrial user charges.
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Additional details of the sewerage utility assets are included in the table below.
Asset

Sewerage Utility

Potential Value
Difficult to determine as a standalone
utility, may be marketable as a joint
water/sewer operation
Impact of sale on City General Fund

Comments
Environmental updates to collection lines and
treatment plant updates for nutrient removal
may require significant capital expenditures.
Loss of $7.275 million transfer for 2011, sale
would also impact employment of City
employees that operate the treatment system.

Parking System Valuation
Revenue from the lease of the HPA system would be more easily available through two approaches:
1) leasing of the system, in whole or in part, on a City wide concession basis to a private interest or
to another public entity; or 2) the use of refinancing to monetize the asset equity of the facilities as
well as the projected revenue stream less the required repayment of the refinancing vehicle.
The HPA has received a proposal from a private entity that would yield net revenue of up to $105
million based on the length of the concession period. The HPA has also considered a refinancing of
its operation with the intention of removing the City’s guarantee of its debt and providing revenue
based on a long term lease of the land under three garages along with a projected cash payment
based on the long term refinancing of THA’s operations. A total value of this revenue was not
available to the Act 47 Coordinator; however, estimates provided within the discussion of such an
arrangement estimated that up to $50 million was possible under a long term (50 year) lease of the
land under the garages and a possible cash payment from refinancing of up to $70 million. It is
important to note that no firm offer was provided by the HPA to the Act 47 Coordinator and that a
thorough financial analysis would be necessary to provide the actual one time revenue available
under a monetization of the system. It is also important to note that the time to complete either
transaction (long term lease or monetization) will vary based on the proposals and the ability of each
entity to provide the necessary due diligence and required capital as well as the effect on the
underlying bonds, notes or other financial instruments currently in place.
Additional details of the parking system assets are included in the table below.
Asset
Parking
Concession and
System

Potential Value
Offers received for more than $200
million for a 99 year lease

Comments
Debate over long term lease of parking
concession and future rates and terms.

Alternative of parking authority
refinancing operations and long term
lease of land under garages, $50 million
for land and up to $70 million on
refinance.
Impact of sale on City General Fund
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Additional details of the sewerage utility assets are included in the table below.
Asset

Sewerage Utility

Potential Value
Difficult to determine as a standalone
utility, may be marketable as a joint
water/sewer operation
Impact of sale on City General Fund

Comments
Environmental updates to collection lines and
treatment plant updates for nutrient removal
may require significant capital expenditures.
Loss of $7.275 million transfer for 2011, sale
would also impact employment of City
employees that operate the treatment system.

Parking System Valuation
Revenue from the lease of the HPA system would be more easily available through two approaches:
1) leasing of the system, in whole or in part, on a City wide concession basis to a private interest or
to another public entity; or 2) the use of refinancing to monetize the asset equity of the facilities as
well as the projected revenue stream less the required repayment of the refinancing vehicle.
The HPA has received a proposal from a private entity that would yield net revenue of up to $105
million based on the length of the concession period. The HPA has also considered a refinancing of
its operation with the intention of removing the City’s guarantee of its debt and providing revenue
based on a long term lease of the land under three garages along with a projected cash payment
based on the long term refinancing of THA’s operations. A total value of this revenue was not
available to the Act 47 Coordinator; however, estimates provided within the discussion of such an
arrangement estimated that up to $50 million was possible under a long term (50 year) lease of the
land under the garages and a possible cash payment from refinancing of up to $70 million. It is
important to note that no firm offer was provided by the HPA to the Act 47 Coordinator and that a
thorough financial analysis would be necessary to provide the actual one time revenue available
under a monetization of the system. It is also important to note that the time to complete either
transaction (long term lease or monetization) will vary based on the proposals and the ability of each
entity to provide the necessary due diligence and required capital as well as the effect on the
underlying bonds, notes or other financial instruments currently in place.
Additional details of the parking system assets are included in the table below.
Asset
Parking
Concession and
System

Potential Value
Offers received for more than $200
million for a 99 year lease

Comments
Debate over long term lease of parking
concession and future rates and terms.

Alternative of parking authority
refinancing operations and long term
lease of land under garages
Impact of sale on City General Fund
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Other Classification of Assets - Museums, Historical Artifacts and Recreational Facilities
The City also controls some less conventional assets that could be the source of additional one time
revenue. These include recreational areas such as City Island and other waterfront property, the
Broad Street Market, two National museums and the acquired holdings of the proposed Wild West
Museum. No estimate of the value of these holdings was able to be prepared under the statutory
time limits for preparation of this Recovery Plan.
A concentrated and deliberate effort to divest the City of holdings that do not directly enable the City
to provide or maintain essential services must be undertaken at a pace and level of thoroughness so
that the sale of any items can occur under the general principle of an informed seller and
knowledgeable buyer. Undue haste to divest items can lead to an under realization of value due to
factors such as a temporary adverse market condition for the asset or the need to properly consider
the civic and economic impact on City and regional resident from the disposition of an asset.
Additional details of these other assets are included in the table below.
Asset

Potential Value

Comments

City Island

Requires independent appraisal

Restrictions on sale and use are possible as
well as location for stadium and other facilities
make sale extremely unlikely.

Broad Street
Market

Requires independent appraisal

Private use and value unclear.

Museums and
Holdings

Difficult entities to market, valuations for
historical items subject to changing market
demand and pricing for artifacts.
Requires independent appraisal
Private sector purchaser to operate as a
museum may not be likely - would have to
consider sale of assets for repurposing.

City Real Estate Owned Whole or in Part
An estimate of the market value of real estate owned by the City in whole or in part can be made
based upon Dauphin County assessed valuations after applying the County’s CLR as determined by
the State Tax Equalization Board. As previously noted, in 2009, the most recent year available, the
County’s CLR of assessed value to market value was calculated at 70.6%.
Asset

Potential Value
Number of
Parcels

City Owned

155

City and Redevelopment
Authority Ownership

426

Comments

Estimated
Market Value
Independent
appraisal
required

Many cannot be easily sold and are
critical to the operation of the City.
Some parcels may be marketable
as properties depending on funding
used.

City owned parcels include many building and lots that contain structures essential to the operation
of the City and cannot easily be turned into revenue except through a financing mechanism that
would add to the City’s debt burden in exchange for one time revenues. There are a number of lots
City of Harrisburg
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Other Classification of Assets - Museums, Historical Artifacts and Recreational Facilities
The City also controls some less conventional assets that could be the source of additional one time
revenue. These include recreational areas such as City Island and other waterfront property, the
Broad Street Market, two National museums and the acquired holdings of the proposed Wild West
Museum. No estimate of the value of these holdings was able to be prepared under the statutory
time limits for preparation of this Recovery Plan.
A concentrated and deliberate effort to divest the City of holdings that do not directly enable the City
to provide or maintain essential services must be undertaken at a pace and level of thoroughness so
that the sale of any items can occur under the general principle of an informed seller and
knowledgeable buyer. Undue haste to divest items can lead to an under realization of value due to
factors such as a temporary adverse market condition for the asset or the need to properly consider
the civic and economic impact on City and regional resident from the disposition of an asset.
Additional details of these other assets are included in the table below.
Asset

Potential Value

Comments

City Island

Requires independent appraisal

City Hall

Requires independent appraisal

Broad Street
Market

Requires independent appraisal

Museums and
Holdings

Restrictions on sale and use are possible as
well as location for stadium and other facilities
make sale extremely unlikely.
Second Street location has value, current
layout of building may make adaptation difficult
Private use and value unclear.
Difficult entities to market, valuations for
historical items subject to changing market
demand and pricing for artifacts.

Requires independent appraisal
Private sector purchaser to operate as a
museum may not be likely - would have to
consider sale of assets for repurposing.

City Real Estate Owned Whole or in Part
An estimate of the market value of real estate owned by the City in whole or in part can be made
based upon Dauphin County assessed valuations after applying the County’s CLR as determined by
the State Tax Equalization Board. As previously noted, in 2009, the most recent year available, the
County’s CLR of assessed value to market value was calculated at 70.6%.
Asset

Potential Value
Number of
Parcels

City Owned

155

City and Redevelopment
Authority Ownership

426

City of Harrisburg
Act 47 Recovery Plan

Comments

Estimated
Market Value
Independent
appraisal
required

Many cannot be easily sold and are
critical to the operation of the City.
Some parcels may be marketable
as properties depending on funding
used.
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(approximately 120) with estimated market values below $50,000 that may be disposed of for
revenue; however an in depth review and appraisal must be completed to fully develop the revenue
source and to verify the accuracy of the appraisals.

Initiatives
The City of Harrisburg shall pursue the following initiatives as means to increase tax and other
revenues, reduce tax collection expenses and improve voluntary compliance.
REV01.

Increase the real estate tax rate
Target outcome:

Increased revenue

Five year financial impact
(annual amounts per mill
shown):

Yield per mill [equalized mill]:
 Land $350,000/mill [$247,000/equalized mill]
 Improvements $1,241,000 [$876,000]
 Single Rate $1,591,000 [$1,123,000]
Little change in yield/mill expected for 2012-2016

Responsible party:

Mayor and City Council

The yield per mill of real estate tax is not projected to grow significantly during the period covered by
the Recovery Plan financial projections. Any increase in real estate tax revenue will result from
increases of the millage rate levied on land and improvements.

REV02.

Move to a single rate tax structure
Target outcome:

Increased competitiveness and tax efficiency

Five year financial impact

Not available

Responsible party:

Mayor and City Council

The City shall adopt a single rate tax structure. Although one effect of the split-rate system is to shift
the property tax burden from residential to commercial property, the primary rationale advanced for
taxing land substantially higher than improvements is to increase land use efficiency and encourage
improvements and renovations, while discouraging land speculation. This is particularly true in a city
like Harrisburg with limited land area that can be privately developed. The economic development
advantage of the split-rate system is diminished when the rates of the School District and County
(neither of which may utilize a split-rate system) are included and the different rate structure can also
be a source of confusion to current and prospective property owners. The City’s combined rate on
business property is uncompetitive with suburban alternatives. The high combined tax rate is a
deterrent to businesses that operate with a significant amount of real property, particularly those
needing open land area and/or single-story or low-rise buildings.
The split-rate tax levy in Harrisburg skews the real estate tax rates heavily towards land and, as a
result, can generally benefit the amount paid for residential property taxes. As a result of the 6-to-1
ratio on the City assessment of land-to-improvements, about 63% of the City’s property tax revenue
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City owned parcels include many building and lots that contain structures essential to the operation
of the City and cannot easily be turned into revenue except through a financing mechanism that
would add to the City’s debt burden in exchange for one time revenues. There are a number of lots
(approximately 120) with estimated market values below $50,000 that may be disposed of for
revenue; however an in depth review and appraisal must be completed to fully develop the revenue
source and to verify the accuracy of the appraisals.

Initiatives
The City of Harrisburg shall pursue the following initiatives as means to increase tax and other
revenues, reduce tax collection expenses and improve voluntary compliance.
REV01.

Increase the real estate tax rate
Target outcome:

Increased revenue

Five year financial impact
(annual amounts per mill
shown):

Yield per mill [equalized mill]:
 Land $350,000/mill [$247,000/equalized mill]
 Improvements $1,241,000 [$876,000]
 Single Rate $1,591,000 [$1,123,000]
Little change in yield/mill expected for 2012-2016

Responsible party:

Mayor and City Council

The yield per mill of real estate tax is not projected to grow significantly during the period covered by
the Recovery Plan financial projections. Any increase in real estate tax revenue will result from
increases of the millage rate levied on land and improvements.

REV02.

Terminate senior citizen property tax rebate with deferral
Target outcome:

Remove unauthorized and inefficient provision

Five year financial impact:

Not available - Minimal

Responsible party:

City Solicitor, City Treasurer and City Council

The City shall formally repeal the Senior Citizen Property Tax Rebate. It is not authorized and has
benefited very few residents. The currently authorized school tax homestead exclusion provides a
much larger and wider benefit. Low-income senior citizen property tax relief is already available
under the State Property Tax Rebate Program. Any additional City relief provided to low income
senior citizens shall only be by means of a deferral authorized by the Real Estate Tax Deferment
Program Act.136

136

53 P.S. § 8571 et seq.
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is from land values. Owner-occupied households that are qualified homesteads pay about 20% of
the total tax on land and about 25% of the tax on improvements. A single rate would increase the
overall tax on homesteads by over 6%. It is expected that residential apartments would also have a
higher tax under a single rate, particularly for high-rise apartment units with minimal or no excess
land.

REV03.

Terminate senior citizen property tax rebate with deferral
Target outcome:

Remove unauthorized and inefficient provision

Five year financial impact:

Not available - Minimal

Responsible party:

City Solicitor, City Treasurer and City Council

The City shall formally repeal the Senior Citizen Property Tax Rebate. It is not authorized and has
benefited very few residents. The currently authorized school tax homestead exclusion provides a
much larger and wider benefit. Low-income senior citizen property tax relief is already available
under the State Property Tax Rebate Program. Any additional City relief provided to low income
senior citizens shall only be by means of a deferral authorized by the Real Estate Tax Deferment
Program Act.132

REV04.

Review real estate taxable assessments
Target outcome:

Increased revenue

Five year financial impact:

Not available

Responsible party:

City Treasurer in conjunction with the County
Assessment Office and the School District
Business Manager

The last county-wide reassessment was conducted about a decade ago and became effective in
2002. There is no Pennsylvania statutory mandate for conducting periodic reassessments, though
the Commonwealth Constitution requires that assessments of all properties be uniform. In the
meantime, the City and the School District each have standing to challenge assessments of
individual parcels, with an annual deadline to file an appeal of existing assessments beginning
August 1, with the effect of any change made the following January 1.
The City Treasurer shall initiate a joint effort with the School District to identify under assessed or tax
exempt properties, which should entail engaging a qualified appraiser in making preliminary reviews.
If determined that the assessment is not equitable for the property, the City shall appeal (either alone
or jointly with the school district) the assessment valuation.

132

53 P.S. § 8571 et seq.
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REV03.

Review real estate taxable assessments
Target outcome:

Increased revenue

Five year financial impact:

Not available

Responsible party:

City Treasurer in conjunction with the County
Assessment Office and the School District
Business Manager

The last county-wide reassessment was conducted about a decade ago and became effective in
2002. There is no Pennsylvania statutory mandate for conducting periodic reassessments, though
the Commonwealth Constitution requires that assessments of all properties be uniform. In the
meantime, the City and the School District each have standing to challenge assessments of
individual parcels, with an annual deadline to file an appeal of existing assessments beginning
August 1, with the effect of any change made the following January 1.
The City Treasurer shall initiate a joint effort with the School District to identify under assessed or tax
exempt properties, which should entail engaging a qualified appraiser in making preliminary reviews.
If determined that the assessment is not equitable for the property, the City shall appeal (either alone
or jointly with the school district) the assessment valuation.

REV04.

Review and increase utilization of PILOT Agreements; consider impact in
sale of government-owned property
Target outcome:

Increased revenue

Five year financial impact:

Not available

Responsible party:

Mayor and Chief of Staff/Business Administrator in
conjunction with the County Assessment Office
and School District Business Manager; City
Solicitor to review PILOT Agreements and
negotiate multi-year commitments

The City shall take the following actions:
1. Determine the impact on property tax revenues as part of the due diligence of selling
government owned property to for-profit organizations.
2. Solicit voluntary contributions from government and government sponsored organizations to
reimburse the City for all or a portion of the services provided by the City. The City shall
review the implementation of an Act 55 format for the formal agreement and payment of
specified PILOT revenue from organizations exempt from property taxation.
3. Review the status of the qualification and PILOT agreements with the nonprofit healthcare
institutions and the other private organizations with large tax-exempt assessments (starting
with those of at least $1 million in value). Seek voluntary contributions / PILOTs with
non-profit organizations, starting with those having the highest tax-exempt values and those
who utilize substantial amounts of the City services.
4. The City shall prepare a report on the cost of the City provided fire protection to the
Commonwealth capital properties. The City shall prepare this report prior to the introduction
of the 2012-13 Commonwealth budget and shall provide to the appropriate state officials the
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REV05.

Review and increase utilization of PILOT Agreements; consider impact in
sale of government-owned property
Target outcome:

Increased revenue

Five year financial impact:

Not available

Responsible party:

Mayor and Business Administrator in conjunction
with the County Assessment Office and School
District Business Manager; City Solicitor to review
PILOT Agreements and negotiate multi-year
commitments

The City shall take the following actions:
1. Determine the impact on property tax revenues as part of the due diligence of selling
government owned property to for-profit organizations.
2. Solicit voluntary contributions from government and government sponsored organizations to
reimburse the City for all or a portion of the services provided by the City. The City shall
review the implementation of an Act 55 format for the formal agreement and payment of
specified PILOT revenue from organizations exempt from property taxation.
3. Review the status of the qualification and PILOT agreements with the nonprofit healthcare
institutions and the other private organizations with large tax-exempt assessments (starting
with those of at least $1 million in value). Seek voluntary contributions / PILOTs with
non-profit organizations, starting with those having the highest tax-exempt values and those
who utilize substantial amounts of the City services.
4. The City shall prepare a report on the cost of the City provided fire protection to the
Commonwealth capital properties. The City shall prepare this report prior to the introduction
of the 2012-13 Commonwealth budget and shall provide to the appropriate state officials the
information. The City shall request an increase in the Commonwealth’s Capital Fire
Protection appropriation to a level that reflects the cost of the service provided as well as the
cost avoidance that is enjoyed by the Commonwealth as a result of not having a dedicated
Capital Fire Department.

REV06.

Increase the Earned Income Tax rate
Target outcome:

Increased revenue

Five year financial impact:

0.25% increase: $7,600,000 (residents)
0.50% increase: $15,100,000 (residents)
0.75% increase: $22,700,000 (residents)
1.00% increase: $30,300,000 (residents)
1.25% increase: $37,800,000 (residents)
1.50% increase: $45,400,000 (residents)

Responsible party:

City Council and Tax Enforcement Administrator

The City’s Tax Enforcement Administrator shall confirm with the newly-appointed county-wide EIT
tax collector that any EIT levied under Act 47 will be covered by the services provided in
administering other EIT. This shall only be pursued to the degree necessary to balance the budget.
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information. The City shall request an increase in the Commonwealth’s Capital Fire
Protection appropriation to a level that reflects the cost of the service provided as well as the
cost avoidance that is enjoyed by the Commonwealth as a result of not having a dedicated
Capital Fire Department.

REV05.

Increase the Earned Income Tax rate
Target outcome:

Increased revenue

Five year financial impact:

0.25% increase: $7,600,000 (residents)
0.50% increase: $15,100,000 (residents)
0.75% increase: $22,700,000 (residents)
1.00% increase: $30,300,000 (residents)
1.25% increase: $37,800,000 (residents)
1.50% increase: $45,400,000 (residents)

Responsible party:

City Council and Tax Enforcement Administrator

The City’s Tax Enforcement Administrator shall confirm with the newly-appointed county-wide EIT
tax collector that any EIT levied under Act 47 will be covered by the services provided in
administering other EIT. This shall only be pursued to the degree necessary to balance the budget.
REV06.

Increase business license fees; improve compliance with Business Privilege
& Mercantile Tax.
Increased revenue and reduced tax
Target outcome:
administration/collection costs
Five year financial impact:

Not available

Responsible party:

City Council and City Tax Administrator

License fees shall be adjusted to inflationary index. The City currently imposes annual license taxes
or fees on all businesses subject to the BPMT ($40), Landlords ($40), public eating and other
establishments subject to the Health License ($25 to $200) and others ($10 to $200). Most of these
flat taxes have been in effect for several years.
The City shall increase fees to an appropriate level based upon the inflationary index at least and, if
possible, to the maximum of $100 permitted for general revenue purposes.137 Any license taxes or
fees that currently exceed $100 shall be reviewed to see if they are subject to this cap. At 4% per
year, the interest rate is comparable to the variable rate currently imposed on late payments of PA
state tax (3%) and federal tax (3%). As the benchmark short-term federal government bond rates
increase, the City shall adopt a variable rate, referenced to no less than the state tax interest rate.
For example, Philadelphia imposes interest at 12% per year for unpaid Business Privilege Taxes.
The City shall increase the penalty, presently 10% of tax, referenced to no less than the Federal tax
standard. Federal taxes are subject to a combined civil penalty of up to 50% of tax for failure to file
(5% per month up to 25%) and pay (0.5% per month up to 25%).138 Philadelphia imposes a penalty
137
138

53 P.S. § 37601.
26 USC § 6621(a).

Page | 380

City of Harrisburg
Act 47 Recovery Plan

Revenue I.pdf

REV07.

Increase business license fees; improve compliance with Business Privilege
& Mercantile Tax.
Increased revenue and reduced tax
Target outcome:
administration/collection costs
Five year financial impact:

Not available

Responsible party:

City Council and City Tax Administrator

License fees shall be adjusted to inflationary index. The City currently imposes annual license taxes
or fees on all businesses subject to the BPMT ($40), Landlords ($40), public eating and other
establishments subject to the Health License ($25 to $200) and others ($10 to $200). Most of these
flat taxes have been in effect for several years.
The City shall increase fees to an appropriate level based upon the inflationary index at least and, if
possible, to the maximum of $100 permitted for general revenue purposes.133 Any license taxes or
fees that currently exceed $100 shall be reviewed to see if they are subject to this cap. At 4% per
year, the interest rate is comparable to the variable rate currently imposed on late payments of PA
state tax (3%) and federal tax (3%). As the benchmark short-term federal government bond rates
increase, the City shall adopt a variable rate, referenced to no less than the state tax interest rate.
For example, Philadelphia imposes interest at 12% per year for unpaid Business Privilege Taxes.
The City shall increase the penalty, presently 10% of tax, referenced to no less than the Federal tax
standard. Federal taxes are subject to a combined civil penalty of up to 50% of tax for failure to file
(5% per month up to 25%) and pay (0.5% per month up to 25%).134 Philadelphia imposes a penalty
of 30% of unpaid tax for the first year and 15% for each subsequent year. The City shall institute
civil and criminal penalties for fraud or willful intent to evade the BPMT.
The City shall institute a limited amnesty period during which penalties, and possibly interest, are
waived upon voluntary filing and payment of delinquent BPMT. The City of Philadelphia has
successfully utilized such amnesties for its Business Privilege Tax.
The City shall outsource the administration and enforcement of the BPMT in order to maximize
current collections and reduce the amount of delinquent tax owed.

REV08.

Increase enforcement of the Local Services Tax
Target outcome:

Increased revenue and reduced tax
administration/collection costs

Five year financial impact:

Not available

Responsible party:

City Council and City Administration

The City imposes the maximum rate of $47 per year under the Local Services Tax (LST); the School
District imposes a rate of $5 per year. As with the BPMT, the City shall increase penalties and
institute an amnesty for a limited time period.

133
134

53 P.S. § 37601.
26 USC § 6621(a).
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of 30% of unpaid tax for the first year and 15% for each subsequent year. The City shall institute
civil and criminal penalties for fraud or willful intent to evade the BPMT.
The City shall institute a limited amnesty period during which penalties, and possibly interest, are
waived upon voluntary filing and payment of delinquent BPMT. The City of Philadelphia has
successfully utilized such amnesties for its Business Privilege Tax.
The City shall review the cost effectiveness of the administration and enforcement of the BPMT in
order to maximize current collections and reduce the amount of delinquent tax owed.

REV07.

Increase enforcement of the Local Services Tax
Target outcome:

Increased revenue and reduced tax
administration/collection costs

Five year financial impact:

Not available

Responsible party:

City Council and City Administration

The City imposes the maximum rate of $47 per year under the Local Services Tax (LST); the School
District imposes a rate of $5 per year. As with the BPMT, the City shall increase penalties and
institute an amnesty for a limited time period.
Capital Tax Collection Bureau currently administers the LST for the City and the School District.
With the change in EIT tax collector starting in 2012, the City shall review the potential for one
collector of both EIT and LST utilizing the countywide EIT collector. If the consolidation of tax
collections is deemed to be impractical, the City shall request proposals to most efficiently collect the
LST from both the current and new tax collection organizations.

REV08.

Increase parking tax & license fee
Target outcome:

Increased revenue

Five year financial impact:

Not available

Responsible party:

City Council; City Tax Administrator and
Harrisburg Parking Authority

Since 1985, for nonresidential parking lots the City has imposed: (a) a tax of 15% on the
consideration paid by patrons collected by the operators; and (b) an annual license fee of $1 per
space for lots on operators with more than 40 spaces. The City shall adopt a parking tax rate of 20%
and shall also increase the per space fee to $2 per space.
As discussed in Initiative HPA04 “Increase the parking gross receipts tax from 15% to 20%,” pending
legislation is before the City Council regarding an increase to the gross receipts tax. This additional
revenue has already been included in the Act 47 Coordinator’s projected revenues for the City.
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Capital Tax Collection Bureau currently administers the LST for the City and the School District.
With the change in EIT tax collector starting in 2012, the City shall review the potential for one
collector of both EIT and LST utilizing the countywide EIT collector. If the consolidation of tax
collections is deemed to be impractical, the City shall request proposals to most efficiently collect the
LST from both the current and new tax collection organizations.

REV09.

Increase parking tax & license fee
Target outcome:

Increased revenue

Five year financial impact:

Not available

Responsible party:

City Council; City Tax Administrator and
Harrisburg Parking Authority

Since 1985, for nonresidential parking lots the City has imposed: (a) a tax of 15% on the
consideration paid by patrons collected by the operators; and (b) an annual license fee of $1 per
space for lots on operators with more than 40 spaces. The City shall adopt a parking tax rate of 20%
and shall also increase the per space fee to $2 per space.
As discussed in Initiative HPA04 “Increase the parking gross receipts tax from 15% to 20%,” pending
legislation is before the City Council regarding an increase to the gross receipts tax. This additional
revenue has already been included in the Act 47 Coordinator’s projected revenues for the City.

REV10.

Pursue PILOT for Parking Tax lost to Commonwealth paid parking spaces
Target outcome:

Increased revenue

Five year financial impact:

Estimated at up to $720,000 per year

Responsible party:

Mayor, Business Administrator, City Tax
Administrator and Harrisburg Parking Authority

The Commonwealth provides many parking spaces within the City of Harrisburg. Due to its unique
position, the Commonwealth provides these spaces to Commonwealth employees and guests at no
charge. Because of this, the current parking fee of 15% and $1 per space rates do not apply to
these spaces but would apply if the Commonwealth charged market value for these parking spaces.
In March 2011, WilburSmith Associates prepared a business valuation for the Harrisburg Parking
Authority System and provided a comprehensive parking inventory from all providers of parking
spaces. As shown in the table below, the estimated value of the Commonwealth provided parking
spaces is approximately $4.8 million per year with an estimated parking tax loss of $720,556 per
year.
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REV09.

Pursue PILOT for Parking Tax lost to Commonwealth paid parking spaces
Target outcome:

Increased revenue

Five year financial impact:

Estimated at up to $720,000 per year

Responsible party:

Mayor, Chief of Staff/Business Administrator,
City Tax Administrator and Harrisburg Parking
Authority

The Commonwealth provides many parking spaces within the City of Harrisburg. Due to its unique
position, the Commonwealth provides these spaces to Commonwealth employees and guests at no
charge. Because of this, the current parking fee of 15% and $1 per space rates do not apply to
these spaces but would apply if the Commonwealth charged market value for these parking spaces.
In March 2011, WilburSmith Associates prepared a business valuation for the Harrisburg Parking
Authority System and provided a comprehensive parking inventory from all providers of parking
spaces. As shown in the table below, the estimated value of the Commonwealth provided parking
spaces is approximately $4.8 million per year with an estimated parking tax loss of $720,556 per
year.

Spaces in
Structures

Spaces on
Surface Lots

Total
Spaces139

Parking Spaces

2,899

782

3,681

HPA Monthly Rate

$145

$145

—

HPA Reserved Space Utilization

75.0%

75.0%

—

Monthly Value of Reserved Parking

$315,266

$85,043

$400,309

Annual Value of Reserved Parking

$3,783,195

$1,020,510

$4,803,705

15.0%

15.0%

—

$567,479

$153,077

$720,556

2010 Commonwealth Parking Uses

Harrisburg City Parking Tax
Estimated Annual City Tax If Paid

The City shall prepare a report on the number of Commonwealth parking spaces and the estimated
market value of those spaces and the lost tax revenue suffered by the City. The City shall prepare
this report prior to the introduction of the 2012-2013 Commonwealth budget and shall provide to the
appropriate state officials the information so that an appropriate PILOT request can be considered
for the Commonwealth’s 2012-2013 budget.

139

Inventory of spaces from WilburSmith March 2011 HPA Business Valuation
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Spaces in
Structures

Spaces on
Surface Lots

Total
Spaces135

Parking Spaces

2,899

782

3,681

HPA Monthly Rate

$145

$145

—

HPA Reserved Space Utilization

75.0%

75.0%

—

Monthly Value of Reserved Parking

$315,266

$85,043

$400,309

Annual Value of Reserved Parking

$3,783,195

$1,020,510

$4,803,705

15.0%

15.0%

—

$567,479

$153,077

$720,556

2010 Commonwealth Parking Uses

Harrisburg City Parking Tax
Estimated Annual City Tax If Paid

The City shall prepare a report on the number of Commonwealth parking spaces and the estimated
market value of those spaces and the lost tax revenue suffered by the City. The City shall prepare
this report prior to the introduction of the 2012-2013 Commonwealth budget and shall provide to the
appropriate state officials the information so that an appropriate PILOT request can be considered
for the Commonwealth’s 2012-2013 budget.

REV11.

Pursue Department of Revenue Determination for Additional tax, penalty and
interest regarding the Realty Transfer Tax
Increased revenue and reduced tax
Target outcome:
administration/collection costs
Five year financial impact:

Not available

Responsible party:

City Council

The City last amended its Realty Transfer Tax Ordinance in 1990. The Commonwealth, under Act
40 of 2005, gives the City the option to have the Pennsylvania Department of Revenue make
determinations for additional tax, penalty and interest.136 For this service, the Department of
Revenue may impose a cost of up to 10% of the tax, penalty and interest collected on behalf of the
City.137
The City shall implement this option to reduce the costs of tax administration and increase the net
receipts from tax underpayments, penalty and interest. This tax is collected by the County Recorder
of Deeds.

135
136
137

Inventory of spaces from WilburSmith March 2011 HPA Business Valuation
72 P.S. § 8109-D(a).
Act 40 of 2005.
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REV10.

Pursue Department of Revenue Determination for Additional tax, penalty and
interest regarding the Realty Transfer Tax
Increased revenue and reduced tax
Target outcome:
administration/collection costs
Five year financial impact:

Not available

Responsible party:

City Council

The City last amended its Realty Transfer Tax Ordinance in 1990. The Commonwealth, under Act
40 of 2005, gives the City the option to have the Pennsylvania Department of Revenue make
determinations for additional tax, penalty and interest.140 For this service, the Department of
Revenue may impose a cost of up to 10% of the tax, penalty and interest collected on behalf of the
City.141
The City shall implement this option to reduce the costs of tax administration and increase the net
receipts from tax underpayments, penalty and interest. This tax is collected by the County Recorder
of Deeds.

REV11.

Increase interest & penalty provisions where permitted
Target outcome:

Increased revenue

Five year financial impact:

$90,000

Responsible party:

City Council and Tax Enforcement Administrator

The Local Tax Enabling Act authorizes the City “to prescribe and enforce reasonable penalties” for
nonpayment.142 Taxes covered under this Act include the Business Privilege & Mercantile Tax,
Local Services Tax, Parking Tax and the Occupation Assessment Tax. Under this authority, the City
provides a 10% penalty and interest at the Federal rate (presently 3% per year) for late payments of
these taxes, as well as civil and criminal penalties.143 The amount budgeted in 2011 for interest and
penalties is $35,200, or about 0.55% of amount budgeted for these taxes of more than $6.4 million.
The City shall increase the amount of penalties to 30% for the first year and 15% for each
subsequent year, plus interest at 12% per year. This increase is projected to yield $90,000 over the
next five year.

Financial Impact
2011

2012

2013

2014

2015

Total

$18,000

$18,000

$18,000

$18,000

$18,000

$90,000

140

72 P.S. § 8109-D(a).
Act 40 of 2005.
142
72 P.S. § 6924.706.
143
City Ord. No. 33-1993, City Code § 5-717.99.
141
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REV12.

Increase interest & penalty provisions where permitted
Target outcome:

Increased revenue

Five year financial impact:

$90,000

Responsible party:

City Council and Tax Enforcement Administrator

The Local Tax Enabling Act authorizes the City “to prescribe and enforce reasonable penalties” for
nonpayment.138 Taxes covered under this Act include the Business Privilege & Mercantile Tax,
Local Services Tax, Parking Tax and the Occupation Assessment Tax. Under this authority, the City
provides a 10% penalty and interest at the Federal rate (presently 3% per year) for late payments of
these taxes, as well as civil and criminal penalties.139 The amount budgeted in 2011 for interest and
penalties is $35,200, or about 0.55% of amount budgeted for these taxes of more than $6.4 million.
The City shall increase the amount of penalties to 30% for the first year and 15% for each
subsequent year, plus interest at 12% per year. This increase is projected to yield $90,000 over the
next five year.

Financial Impact

REV13.

2011

2012

2013

2014

2015

Total

$18,000

$18,000

$18,000

$18,000

$18,000

$90,000

Improve taxpayer information
Target outcome:

Improved service and access to information

Five year financial impact:

Not available

Responsible party:

Tax Enforcement Administrator and Director of IT Bureau

The City of Harrisburg website (www.harrisburgpa.gov) does not contain a central repository of tax
information nor does it include access to the relevant tax ordinances, regulations or website links.
To improve voluntary compliance and administrative efficiency, the City shall create a tax webpage
within the City website that includes all tax forms (in PDF print and interactive formats), tax
instructions, tax ordinances, tax regulations, taxpayer information phone numbers and addresses
(both e-mail and regular mail), and links to outside tax collectors, relevant County offices (Tax
Assessor, Board of Assessment Appeals, Recorder of Deeds), School District, and the Pennsylvania
Department of Revenue.

138
139

72 P.S. § 6924.706.
City Ord. No. 33-1993, City Code § 5-717.99.
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REV12.

Improve taxpayer information
Target outcome:

Improved service and access to information

Five year financial impact:

Not available

Responsible party:

Tax Enforcement Administrator and Director of IT Bureau

The City of Harrisburg website (www.harrisburgpa.gov) does not contain a central repository of tax
information nor does it include access to the relevant tax ordinances, regulations or website links.
To improve voluntary compliance and administrative efficiency, the City shall create a tax webpage
within the City website that includes all tax forms (in PDF print and interactive formats), tax
instructions, tax ordinances, tax regulations, taxpayer information phone numbers and addresses
(both e-mail and regular mail), and links to outside tax collectors, relevant County offices (Tax
Assessor, Board of Assessment Appeals, Recorder of Deeds), School District, and the Pennsylvania
Department of Revenue.

REV13.

Improve real estate taxpayer collection rate
Target outcome:
Five year financial impact:
Responsible party:

Increased revenue
Each 1% increase in collection rate produces over
$140,000 in current revenue
City Treasurer, Chief of Staff/Business
Administrator and Tax Enforcement Administrator

The City Treasurer is responsible for collecting the real estate tax for both the City and the School
District. The collection rate for the City’s current real estate levy has varied per year but has
averaged 89.1% for the period 2006 through 2010. Efforts to increase the collection rate will reduce
the City’s reliance on lien sales for delinquent real estate taxes. Increasing the current collection rate
for real estate taxes will become more important as the City begins to rely on multi-year sales of
liens for revenue from delinquent tax accounts. It is estimated that each additional 1% improvement
in current real estate collections will yield over $140,000; to receive that same revenue from a lien
sale would require the sale of over $157,000 in delinquent liens.
The City Treasurer, Chief of Staff/Business Administrator and Tax Enforcement Administrator shall
review the status of real estate tax collections for the current year no less than every three months
and especially after the face period for redeeming tax bills. The City Treasurer shall develop and
implement a system to enhance the City’s notification of current unpaid tax accounts so that property
owners are reminded that taxes are due and that there is time to avoid penalty costs for late
payment of real estate taxes.
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REV14.

Improve real estate taxpayer collection rate
Target outcome:
Five year financial impact:
Responsible party:

Increased revenue
Each 1% increase in collection rate produces over
$140,000 in current revenue
City Treasurer, Business Administrator and Tax
Enforcement Administrator

The City Treasurer is responsible for collecting the real estate tax for both the City and the School
District. The collection rate for the City’s current real estate levy has varied per year but has
averaged 89.1% for the period 2006 through 2010. Efforts to increase the collection rate will reduce
the City’s reliance on lien sales for delinquent real estate taxes. Increasing the current collection rate
for real estate taxes will become more important as the City begins to rely on multi-year sales of
liens for revenue from delinquent tax accounts. It is estimated that each additional 1% improvement
in current real estate collections will yield over $140,000; to receive that same revenue from a lien
sale would require the sale of over $157,000 in delinquent liens.
The City Treasurer, Business Administrator and Tax Enforcement Administrator shall review the
status of real estate tax collections for the current year no less than every three months and
especially after the face period for redeeming tax bills. The City Treasurer shall develop and
implement a system to enhance the City’s notification of current unpaid tax accounts so that property
owners are reminded that taxes are due and that there is time to avoid penalty costs for late
payment of real estate taxes.

REV15.

Generate revenue through Market Based Revenue Opportunities
Target outcome:

Increased revenue and cost replacement and
avoidance

Five year financial impact:

$800,000

Responsible party:

Business Administrator

Market based revenue opportunities (MBRO) have been used by many municipalities in
Pennsylvania and around the country to produce revenue from advertising, service concessions,
marketing and sponsorship opportunities. The City’s location as a tourist destination as well as a
regular venue for meetings and business visitors to the State Capital makes an MBRO initiative an
important alternative to increases in local fees and taxes.
The City shall pursue an RFP process to select a broker to help identify potential City assets for an
MBRO program, assist with establishment of a policy framework and market available and approved
opportunities. The MBRO program shall be implemented no later than July 1, 2012. As estimated in
other municipal MBRO plans, the City can expect approximately 1% of General Fund revenues once
an MBRO program is fully implemented. The estimated five year revenue is based on the estimated
percentage of City revenues and the anticipated time to develop and implement MBRO initiatives.
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REV14.

Generate revenue through Market Based Revenue Opportunities
Target outcome:

Increased revenue and cost replacement and
avoidance

Five year financial impact:

$800,000

Responsible party:

Chief of Staff/Business Administrator

Market based revenue opportunities (MBRO) have been used by many municipalities in
Pennsylvania and around the country to produce revenue from advertising, service concessions,
marketing and sponsorship opportunities. The City’s location as a tourist destination as well as a
regular venue for meetings and business visitors to the State Capital makes an MBRO initiative an
important alternative to increases in local fees and taxes.
The City shall pursue an RFP process to select a broker to help identify potential City assets for an
MBRO program, assist with establishment of a policy framework and market available and approved
opportunities. Channel 20, the City’s cable access channel, shall also be included in this review.
The MBRO program shall be implemented no later than July 1, 2012. As estimated in other
municipal MBRO plans, the City can expect approximately 1% of General Fund revenues once an
MBRO program is fully implemented. The estimated five year revenue is based on the estimated
percentage of City revenues and the anticipated time to develop and implement MBRO initiatives.

Financial Impact

REV15.

2011

2012

2013

2014

2015

Total

$0

$100,000

$150,000

$250,000

$300,000

$800,000

Implement full cost recovery from fees and services provided
Target outcome:

Increased revenue, cost recovery and elimination of
enterprise fund deficit operating balances

Five year financial impact:

Not available

Responsible party:

Mayor, City Council, City Treasurer and Chief of
Staff/Business Administrator

During the development of this Recovery Plan, the City has issued an RFP for a Full Cost Recovery
Fee study. The advantages of a cost recovery system include:
 Increased revenues for the General Fund, both from internal and external sources;
 Greater equity in charges to identifiable service recipients;
 A comprehensive cost accounting framework for determining the cost of City operations; and
 Better information upon which to design future efforts aimed at improved productivity.
If the City has not awarded an appropriate contract by the date of this Recovery Plan adoption, the
City shall review the results of the RFP and determine if any changes to the scope or budget are
necessary to accomplish a full cost recovery program. The City shall award a full cost recovery
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Financial Impact

REV16.

2011

2012

2013

2014

2015

Total

$0

$100,000

$150,000

$250,000

$300,000

$800,000

Implement full cost recovery from fees and services provided
Target outcome:

Increased revenue, cost recovery and elimination of
enterprise fund deficit operating balances

Five year financial impact:

Not available

Responsible party:

Mayor, City Council, City Treasurer and Business
Administrator

During the development of this Recovery Plan, the City has issued an RFP for a Full Cost Recovery
Fee study. The advantages of a cost recovery system include:
 Increased revenues for the General Fund, both from internal and external sources;
 Greater equity in charges to identifiable service recipients;
 A comprehensive cost accounting framework for determining the cost of City operations; and
 Better information upon which to design future efforts aimed at improved productivity.
If the City has not awarded an appropriate contract by the date of this Recovery Plan adoption, the
City shall review the results of the RFP and determine if any changes to the scope or budget are
necessary to accomplish a full cost recovery program. The City shall award a full cost recovery
contract no later than September 1, 2011. Implementation of the recommendations contained in the
study shall be initiated as soon as possible.
In addition, as noted elsewhere in this Recovery Plan, the City’s separate enterprise funds are
projected to have operating budget deficits over the period covered by this Plan. These enterprise
funds provide operating funds for the City’s General Fund. The Recovery Plan projects that the level
of fund transfers will remain at the 2011 level throughout the Plan period. Accordingly, each revenue
base and fee charged for the services provided by these enterprise funds shall be examined for full
cost recovery as well as provision of fund transfers at the level anticipated by this Recovery Plan.
The City shall avoid operating fund deficits within these funds and maintain a sufficient rate and fee
structure to fully fund the enterprise funds.

REV17.

Evaluate and develop valuations for city owned property and operations
Target outcome:

Increased revenue

Five year financial
impact:

($65,000)

Responsible party:

Mayor, City Council, THA and HPA

The City shall pursue an independent evaluation of its assets that may be available as sources of
revenue. The City shall begin an evaluation and issue an RFP from qualified firms to begin the
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contract no later than September 1, 2011. Implementation of the recommendations contained in the
study shall be initiated as soon as possible.
In addition, as noted elsewhere in this Recovery Plan, the City’s separate enterprise funds are
projected to have operating budget deficits over the period covered by this Plan. These enterprise
funds provide operating funds for the City’s General Fund. The Recovery Plan projects that the level
of fund transfers will remain at the 2011 level throughout the Plan period. Accordingly, each revenue
base and fee charged for the services provided by these enterprise funds shall be examined for full
cost recovery as well as provision of fund transfers at the level anticipated by this Recovery Plan.
The City shall avoid operating fund deficits within these funds and maintain a sufficient rate and fee
structure to fully fund the enterprise funds.

REV16.

Evaluate and develop valuations for city owned property and operations
Target outcome:

Increased revenue

Five year financial
impact:

($65,000)

Responsible party:

Mayor, City Council, THA and HPA

The City shall pursue an independent evaluation of its assets that may be available as sources of
revenue. The City shall begin an evaluation and issue an RFP from qualified firms to begin the
necessary appraisals. In the case of public services or parking concession leases, the City shall
cooperate and assist in all aspects of review with the Act 47 Coordinator so that the process of asset
conversion will be accomplished in the appropriate time and with the most thorough examination as
to the effects on the City, its budget and the applicable valuation for each asset.
The City shall follow the terms of its 2010 RFP for the provision of professional appraisals. The
2010 RFP required that the appraiser must be competent to conduct appraisals of residential,
commercial, industrial and public property and properties with complex uses and encumbrances,
e.g. leases, public financings, park land, etc. Assets to be appraised may include, but not limited to,
the following:









Parking Facilities;
Land under Parking Facilities;
City Island, including all sports facilities;
Broad Street Market;
Water utility and systems;
Sewerage utility and systems;
National Civil War Museum; and
National Fire Museum.

The financial impact below reflects the estimated cost of appraisals.
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necessary appraisals. In the case of public services or parking concession leases, the City shall
cooperate and assist in all aspects of review with the Act 47 Coordinator so that the process of asset
conversion will be accomplished in the appropriate time and with the most thorough examination as
to the effects on the City, its budget and the applicable valuation for each asset.
The City shall follow the terms of its 2010 RFP for the provision of professional appraisals. The
2010 RFP required that the appraiser must be competent to conduct appraisals of residential,
commercial, industrial and public property and properties with complex uses and encumbrances,
e.g. leases, public financings, park land, etc. Assets to be appraised may include, but not limited to,
the following:









Parking Facilities;
Land under Parking Facilities;
City Island, including all sports facilities;
Broad Street Market;
Water utility and systems;
Sewerage utility and systems;
National Civil War Museum; and
National Fire Museum.

The financial impact below reflects the estimated cost of appraisals.

Financial Impact

REV18.

2011

2012

2013

2014

2015

Total

($65,000)

$0

$0

$0

$0

($65,000)

Sell City acquired historical assets
Target outcome:

Increased revenue

Five year financial impact:

Estimated at $500,000 a year, total value subject to
appraisals

Responsible party:

Mayor and City Council

The acquisition of display items for the planned City museums resulted in holdings of assets that
have no immediate use for the operation of the City. The holdings will be appraised as part of the
required overall asset value study and the City shall prepare and dispose of the items in a manner
that results in the highest possible proceeds from the sale. The City shall consider the current
market conditions for items of historical interest prior to committing to a sale and may consider
several sales over an extended time period to avoid the unnecessary loss of value due to adverse
market conditions. The City shall also consider the use of qualified, professional brokerage services
knowledgeable in the specialized area of the artifacts to sell items directly to interested parties.
It is estimated that these sales could generate $500,000 a year; however, total values are subject to
appraisals.
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Financial Impact

REV17.

2011

2012

2013

2014

2015

Total

($65,000)

$0

$0

$0

$0

($65,000)

Sell City acquired historical assets
Target outcome:

Increased revenue

Five year financial impact:

Estimated at $500,000 a year, total value subject to
appraisals

Responsible party:

Mayor and City Council

The acquisition of display items for the planned City museums resulted in holdings of assets that
have no immediate use for the operation of the City. The holdings will be appraised as part of the
required overall asset value study and the City shall prepare and dispose of the items in a manner
that results in the highest possible proceeds from the sale. The City shall consider the current
market conditions for items of historical interest prior to committing to a sale and may consider
several sales over an extended time period to avoid the unnecessary loss of value due to adverse
market conditions. The City shall also consider the use of qualified, professional brokerage services
knowledgeable in the specialized area of the artifacts to sell items directly to interested parties.
It is estimated that these sales could generate $500,000 a year; however, total values are subject to
appraisals.

Financial Impact

REV18.

2011

2012

2013

2014

2015

Total

$500,000

$500,000

$500,000

$500,000

$500,000

$2,500,000

Evaluate the sale of excess acreage of The Harrisburg Authority property
surrounding the DeHart Dam
Target outcome:

Increased revenue

Five year financial
impact:

Not available

Responsible party:

Mayor, City Council and PA Game Commission

THA currently owns approximately 8,200 acres surrounding the DeHart Dam and Reservoir. The
property is being maintained as a buffer to protect the watershed and the water quality of the
reservoir. The amount of property may exceed what is necessary to protect the watershed and may
be declared surplus. THA currently allows some logging on the property and has budgeted
$115,000 in revenue from timber and pulp sales for 2011. In negotiation with the Commonwealth
City of Harrisburg
Act 47 Recovery Plan
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REV19.

Sell excess acreage of The Harrisburg Authority property surrounding the
DeHart Dam
Target outcome:

Increased revenue

Five year financial
impact:

Not available

Responsible party:

THA and PA Game Commission

THA currently owns approximately 8,200 acres surrounding the DeHart Dam and Reservoir. The
property is being maintained as a buffer to protect the watershed and the water quality of the
reservoir. The amount of property exceeds what is necessary to protect the watershed and much of
it can be considered surplus. THA currently allows some logging on the property and has budgeted
$115,000 in revenue from timber and pulp sales for 2011. In negotiation with the Commonwealth
over purchase of a portion of the property, an independent evaluation showed a net present worth of
forest management in excess of the amount offered for purchase of the property. The offer was
slightly less than $1 million. This was eventually resolved through the granting of an easement.
The 8,200 acres represents a sizeable asset for THA and its water operations. The use of sale
proceeds for the operation of the City’s water system will provide capital that may be needed to
maintain the financial support for the City’s General Fund from the water system. Valuation and
proper use/disposal of this property will have a significant impact on finances. Accordingly, the City
shall:
 Coordinate the sale of the excess acreage with the Pennsylvania Game Commission and
take the necessary steps to complete the real estate transaction in the shortest possible
time;
 Establish reasonable watershed protection boundaries, based on an assessment by a
qualified consultant; and
 Appraise excess property and sell off excess acreage.
The Coordinator is unable to determine the value without an appraisal. However, $1,500 per acre is
a reasonable estimate for hunting properties.
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over purchase of a portion of the property, an independent evaluation showed a net present worth of
forest management in excess of the amount offered for purchase of the property. The offer was
slightly less than $1 million. This was eventually resolved through the granting of an easement.
The 8,200 acres represents a sizeable asset for THA and its water operations. The use of sale
proceeds for the operation of the City’s water system will provide capital that may be needed to
maintain the financial support for the City’s General Fund from the water system. Valuation and
proper use/disposal of this property will have a significant impact on finances. Accordingly, the City
shall:
 Coordinate the sale of any excess acreage with THA and the Pennsylvania Game
Commission; and
 Establish reasonable watershed protection boundaries, based on an assessment by
a qualified consultant.
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