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Business Income and Receipts Tax Delinquency in Philadelphia

The BIRT is a tax on business activity in the City of
Philadelphia. The City collected $457.8 million in
BIRT revenue in FY 2017. The shift to single sales
factor apportionment in TY 2015 and the increase in
exclusions to the first $100,000 in receipts in TY
2016 increased the number of businesses that do

not have a BIRT liability by 60,000 - 2/3rds of all
registered businesses. Of the nearly 22,000
delinquent businesses, 2/3rds are closed. The City of
Philadelphia’s efforts to reduce delinquency by
using technology and strategic enforcement have
reduced delinquent businesses and principal owed.
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BIRT Delinquency*
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$1.8 m Payment Agreement $1.0 m Bankruptcy

$6.0 m
Tax Review Board

$225 m
Collection Agency

$66.8

E$1{5.4 :1 million*

st. In the

last 90 days 21 ,733
Accounts

$17.1m

$29m Internal Collections

CAL Revocation

64% is “Actionable”

The City is actively working
to collect these accounts

36% is “non-Actionable”

These accounts require no further
action on the part of the City or the
City is barred from collection.

*Active principal: refers to delinquent periods after January 1, 2011

Improved collections have
pushed delinquency down

o ool (0

2 in 3 delinquent businesses

are closed, and owe 59% of
the principal tax due*

Did you know?

The CAL Revocation program
revokes the activity licenses of

businesses that fail to pay the City,

forcing the business to stop
operations. Most taxpayers opt to
comply rather than close. In 2017,
almost 80% of delinquent
businesses complied and paid $3

million in BIRT principal to the City.

*As of September 2017 month-end
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Top 100 accounts
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Total $ owed (in millions)
$Om $20 m $40 m $60 m

$5 396 . Owes more than $20,000
?

Average BIRT debt
. Owes $10,000 — $20,000 -
- - Less than one in five
Owes $5,001 — $10,000 .
delinquent
_ Owes $1,001 — $5,000 - businesses owe

more than $20,000

- Owes $501 — $1,000 I but make up more than

60% of total debt.

Owes less than $500 I
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Amount owed by top delinquent businesses Most of these accounts are in

100 litigation, either at the Tax Review
$24.2 million J The top accounts Board or in courts. The Law

Department i ively en

25% are Real estate, rental and epartment s actively e gaged
i i with these accounts.

leasing companies

20% are Professional, Scientific, Many accounts are no longer in

and Technical Service companies Fa business. The City works to identify
these businesses and write-off the
10% are Finance and Insurance n debt every six months if collection

\.__ companies is deemed unlikely.

$42.6 million

All other accounts

When possible, we use the CAL
— Revocation program. However,
p— this strategy works best for
X businesses with physical locations

in Philadelphia.
*Active principal: refers to delinquent periods after January 1, 2011

What are Revenue’s next collection strategies ? — = = === == === = ===

Data analysis and expanded capacity A A= a A A= a A A= a
will continue positive trends without E E E E E E
requiring new funding

Notes about this data

In Fiscal Year 2018, the City will continue to This report uses data current through June 2017. Amounts in

this report refer to principal due for active and inactive periods.
Active periods refers to periods after January 1, 2011. Older
the most effective enforcement tool debts, interest and penalties are much less likely to be collected
and are often reduced or waived when payment does occur.
Presenting the active, principal delinquency is reflective of
activity license revocation targets reasonable expectations for collections.

e Use data analytics to score accounts and predict
e Utilize the data warehouse to identify commercial
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