Corporation Tax Processing:
Notices and Statements Explanations & Common Tax Return Errors
As part of the initiative to increase the efficiency and accuracy in returns processing the
PA Department of Revenue has implemented a new auto-calculation feature.
 Processing a tax return now encompasses a more robust review of data within
the return. In addition to various suspensions that occur from new business rules
that were developed, a new auto-calculation feature closely analyzes prior year
data for history of earnings, net operating losses, calculations for sub-totals and
totals, the valuation deduction and rate changes. If a change to a line item
occurs, a basis worksheet is triggered and provided to the taxpayer.
Accompanying the worksheet is a Notice of Adjustment letter that provides
instructions to the taxpayer if questions arise regarding the calculated tax
change.
Tax types that are impacted include: Capital Stock Tax, Foreign Franchise Tax,
Corporate Loans Tax, Shares Taxes, Gross Receipts Taxes, and Insurance Premium
Taxes. Taxpayers are encouraged to read the content of the letter carefully as it
provides specific instruction regarding resolution of the issue.

Notice of Adjustment Letter and Worksheet
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In the example above the taxpayer provided zero in all apportionment factors in
Schedule A-1, yet identified 100% apportionment in PA in the total. Further, no insert
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sheet RCT-106 was provided. Based on the 100% apportionment provided by the
taxpayer, the reported tax was increased to $33,819.00.
The increase to the reported tax will also trigger a Billing Notice. This Notice identifies a
specific tax type and tax period having unpaid balances(s) due the commonwealth that
resulted from a recent event that occurred on the taxpayer’s account. These events
include filing of a tax report, adjustments to tax, penalty and payments or a direct result
of account maintenance initiated by the department.
A Billing Notice is not an assessment and does not provide the taxpayer with an appeal
right. Taxpayers have 45 days to remit payment or request credit offset prior to the
department issuing an assessment.

Billing Notice
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A Billing Notice also includes a coupon that identifies the total amount due associated to
a specific tax period and tax type. The total amount due may include: tax, forecasted
interest, estimated enforcement interest and various penalties, if applicable. At this time,
the coupon does not distinguish remittances required to be made electronically.
As a reminder:
Beginning January 1, 2014, a payment in the amount of $1,000 or more shall be remitted
using a method of EFT selected by the taxpayer. The taxpayer may choose the ACH
debit method or the ACH credit method.
This requirement applies to payment of only the following taxes:
Sales and Use
Corporate Net Income
Employer Withholding Capital Stock-Franchise
Liquid Fuels
Bank Shares
Fuel Use
Title Insurance and Trust
Mutual Thrift Institutions Company Shares
Oil Company Franchise Insurance Premiums
Malt Beverage
Public Utility Realty
Motor Carrier Road Tax Gross Receipts
http://www.pabulletin.com/secure/data/vol44/44-11/515.html
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Now 45 days from the mail date of the Billing Notice, if no payment is received or if an
overpayment only partially pays the balance due, a Notice of Assessment is issued. The
Notice of Assessment is an official notification of an unpaid or underpaid balance due
the commonwealth. The notice is clearly labeled as being a Notice of Assessment. The
Tax Period Review Section includes tax, interest, penalty, other fees and forecasted
interest. The elements of the notice are unique to a specific tax type and tax period.
The date of the notice establishes a lien with the commonwealth and initiates the window
to petition for reassessment.
Taxpayers must file petitions for reassessment on or before the due dates specified on
the notice. The filing of an amended report or calling and writing letters to the
department does not replace the filing of a petition or extend a taxpayer’s right to file an
appeal. Forecasted interest is included in the Table Period Review and is not
considered as part of the assessed amount.

Notice of Assessment
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A Notice of Assessment also includes a coupon that identifies the total amount due
associated to a specific tax period and tax type. The total amount due may include: tax,
forecasted interest, estimated enforcement interest and various penalties, if applicable.
At this time, the coupon does not distinguish remittances required to be made
electronically.
As a reminder:
Beginning January 1, 2014, a payment in the amount of $1,000 or more shall be remitted
using a method of EFT selected by the taxpayer. The taxpayer may choose the ACH
debit method or the ACH credit method.
This requirement applies to payment of only the following taxes:
Sales and Use
Corporate Net Income
Employer Withholding Capital Stock-Franchise
Liquid Fuels
Bank Shares
Fuel Use
Title Insurance and Trust
Mutual Thrift Institutions Company Shares
Oil Company Franchise Insurance Premiums
Malt Beverage
Public Utility Realty
Motor Carrier Road Tax Gross Receipts
http://www.pabulletin.com/secure/data/vol44/44-11/515.html
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In order to provide taxpayer’s with a financial view of their account various triggering
events will generate a Statement of Account. Three sections are depicted on the notice:
a summary of periods with balances due, a summary of non-filed tax periods and a new
section identifying restricted credits available for application to future liabilities, sale or
assignment.
Statements of Account will accompany all Billings, Notices of Assessment and Tax
Period Overpayment Summaries. Statements of Account are also available upon
request. Fax your request on company letterhead signed by an officer of the corporation
to the Bureau of Corporation Taxes Accounting Division at (717) 705-6227. With the
exception of the Summary of Filed Tax Periods with Balances Due, only sections with
open financial activity are displayed. If no balances are due in the account the following
will be displayed in section one: As of the date of this notice, for reported tax periods,
there are no outstanding balances on your account. A sample follows:

Statement of Account - Front
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Taxpayers are encouraged to view the reverse side of ALL notices. Shown above is the
reverse side of a Statement of Account. General information about the notice and
important contact information including email addresses and telephone numbers are
provided.
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The new Tax Period Overpayment Summary was developed to identify the resolution of
an overpayment. Overpayments develop from various events including the processing
of a tax return, reductions in tax from desk determinations, appellate decisions or
corrections to payments and restricted tax credits.
The notice below resulted from the processing of a tax return. The first section identifies
the tax type(s) where the overpayment developed. The second section summarizes
overpayments applied to open liabilities within the account. If credit remains, the third
section identifies the overpayment option(s) selected by the taxpayer and the
Departments resolution of the remaining overpayment.

Tax Period Overpayment Summary
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Common Tax Return Errors
Below are common tax return errors received by the Bureau of Corporation Taxes.
Example #1: Excerpts of History of Earnings below show incorrect values reported for
2008, 2009 and 2010 on the original electronically filed return for 2012.
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Example #2: Supporting information with the return shows the taxpayer’s only activity in
PA is an investment in an LLC. The taxpayer neglected to check the box on page 2
(Investment in LLC) and also completed the section for CS/FF in error. System business
rules calculate zero over zero apportionment as 100%. This generated a tax increase of
$998,808.
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Note: The word “NONE” should NEVER be used in an apportionment schedule or
anywhere in the report.
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Other common errors that lead to delays in the processing of tax returns include:
 Duplicate return filings.
 Incorrect or missing Revenue ID.
 RCT-101 Amended return: incomplete data submitted in one or more of the
original tax types.
 Gaps in the History of Earnings.
 Incomplete returns.
 Software errors.
 Unique programming is tied to various indicators throughout the RCT-101 tax
report. Taxpayer’s and practitioners are encouraged to accurately complete
these indicators, if applicable. These include:
o Step B, page 1
 Amended Report, Federal Extension, Regulated Inv. Co, 52-53
Week Filer, Address Change, Change Fed Group, First Report,
KOZ/EIP/SDA Credit, File Period Change
o Section A, page 2
 Investment in LLC, Holding Company, Family Farm
o Section B, page 3
 Business Trust, Solicitation Only, Single-Member LLC, PA-S Corp,
Taxable Built-in Gains
o Section E, page 5
 Corporate Status Changes
Three variables are critical to the initial processing of a tax return. Taxpayers and
practitioners are encouraged to verify the accuracy of this information prior to the
submission of ALL tax returns:
 Revenue ID – unique 10 digit number assigned to the taxpayer. Note:
The legacy system corporation tax account id (box number) is acceptable.
 FEIN – federal employer identification number.
 Corporation Name.
Note: Never use the Department of State entity number on the RCT-101 tax return.
Listed below are various points of contact within the Bureau of Corporation Taxes:
Questions regarding Billings, Statements Accounting (717)705-6225
of Account, Tax Period Overpayment
Division
Summaries, Refunds
Determinations of Tax
Taxing
(717)783-6031
Division
Notices of Adjustment
Taxing
Email
Division
Ra-panoticeofadjustment@pa.gov
or call
(717)783-6031
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