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Related Policies, Procedures, or Standards: Board of Governors’ Policy 1986-07-A: Travel
Expense Requlations;

References: Commonwealth of Pennsylvania Standard Contract Terms and Conditions for
Services; Pennsylvania Exemption Certificate REV-1220 (copy attached); Commonwealth of
Pennsylvania Manual 230.1, Amended, Commonwealth Travel Procedures Manual (provided for
reference only)

All references to “university” or “universities” in this document apply to the 10 State System
universities, all branch campuses, and the Office of the Chancellor / System Office.

I. Background and Summary
The Commonwealth of Pennsylvania, including the State System, is exempt from state and
local sales and use tax, public transportation assistance taxes and fees, vehicle rental tax,
hotel occupancy, and sales taxes imposed by local or county governments, and most excise
taxes imposed by the Internal Revenue Service. These taxes are sometimes charged to
universities or to State System employees traveling on official State System business.

Il. Definitions
A. Hotel Occupancy Taxes. Taxes imposed on hotel room rentals.

B. Sales Tax. Taxes placed on the sale or lease of goods and services.

C. Vehicle Rental Tax. Taxes placed on a motor vehicle designed to transport 15 or fewer
passengers that is rented without a driver.

D. Public Transportation Assistance Taxes and Fees. The tire fee, motor vehicle rental
fee, and motor vehicle lease tax imposed by the Pennsylvania Department of Revenue
and dedicated to funding mass transportation.

E. Excise Tax. Federal tax paid when purchases are made on specific goods such as
motor fuels, or services such as long-distance telephone services, that often are
included in the price of the product.

F. REV-1220. The Pennsylvania tax-exemption certificate.


https://www.passhe.edu/policies/documents/BOG_Policies/Policy%201986-07-A.pdf
https://www.passhe.edu/policies/documents/BOG_Policies/Policy%201986-07-A.pdf
https://www.pa.gov/content/dam/copapwp-pagov/en/revenue/documents/formsandpublications/formsforbusinesses/sut/documents/rev-1220.pdf
https://www.pa.gov/content/dam/copapwp-pagov/en/oa/documents/policies/ml/m230-1.pdf
https://www.pa.gov/content/dam/copapwp-pagov/en/oa/documents/policies/ml/m230-1.pdf

lll. Commonwealth of Pennsylvania Directives and Tax Code
(Note: Commonwealth Manual 230.1 is cited only to provide a reference to tax laws. State
System employees follow Board of Governors’ Policy 1986-07-A: Travel Expense
Regulations and are not subject to Commonwealth Manual 230.1.)

A.

An excise tax of 6% of the rent is imposed upon every occupancy by an occupant of a
room in a hotel in this Commonwealth. The tax shall be collected by the operator of the
hotel from the occupant at the time the rent is due, whether on a daily, weekly, or
biweekly rental period basis. (Pennsylvania Tax Code {38.1.(a).)

. A school, college, university, convent, monastery or other educational or religious

institution, which provides sleeping accommodations for the use of persons who are
participating in its educational or religious activities, is not a hotel. For example, where a
university provides sleeping accommodations to persons who are attending a
conference or convention sponsored by the institution, or to parents of students of the
institution, it is not a hotel. A public summer camp conducted by an organization
enumerated above, where the activity of such organization is carried on as an integral
part of the camp life, is not a hotel. (Pennsylvania Tax Code {38.3, Example 6.)

The Commonwealth is not subject to hotel occupancy or sales taxes imposed by local or
county governments. (Commonwealth Manual 230.1.)

The Commonwealth is subject only to state hotel occupancy tax of 6%.
(Commonwealth Manual 230.1.)

Commonwealth travelers must present the completed REV-1220 for local or county
occupancy tax exemption to a Pennsylvania hotel upon check-in. (Commonwealth
Manual 230.1.)

The tax provisions in sections 111.C.—D., above, apply only to lodging in Pennsylvania.
Lodging outside of Pennsylvania is not tax exempt, and all taxes paid by employees are
reimbursable. (Commonwealth Manual 230.1.)

The Commonwealth is exempt from Pennsylvania state sales tax, public transportation
assistance taxes and fees, and vehicle rental tax. (Commonwealth Standard Contract
Terms and Conditions for Services, Section 9.)

The Commonwealth is exempt under Registration No. 23740001-K from most excise
taxes imposed by the Internal Revenue Service. Except for purchases of the following
items, no exemption certificates are required and none will be issued: undyed diesel fuel,
tires, trucks, gas guzzler emergency vehicles, and sports fishing equipment.
(Commonwealth Standard Contract Terms and Conditions for Services, Section 9.)

The Commonwealth is subject to the Patient-Centered Outcomes Research Institute
(PCORI) excise tax imposed by the Internal Revenue Service, under the Affordable Care
Act, on issuers of specified health insurance policies and plan sponsors of applicable
self-insured health plans to help fund the Patient-Centered Outcomes Research
Institute.


https://www.passhe.edu/policies/documents/BOG_Policies/Policy%201986-07-A.pdf
https://www.passhe.edu/policies/documents/BOG_Policies/Policy%201986-07-A.pdf
http://www.pacode.com/secure/data/061/chapter38/chap38toc.html
http://www.pacode.com/secure/data/061/chapter38/chap38toc.html
https://www.pa.gov/content/dam/copapwp-pagov/en/oa/documents/policies/ml/m230-1.pdf
https://www.pa.gov/content/dam/copapwp-pagov/en/oa/documents/policies/ml/m230-1.pdf
https://www.pa.gov/content/dam/copapwp-pagov/en/oa/documents/policies/ml/m230-1.pdf
https://www.pa.gov/content/dam/copapwp-pagov/en/oa/documents/policies/ml/m230-1.pdf
https://www.pa.gov/content/dam/copapwp-pagov/en/oa/documents/policies/ml/m230-1.pdf

IV. State System Procedures
A. Universities are exempt from collecting occupancy tax on residential housing, including
housing provided to parents of students, participants in summer camps, and persons
who are attending a conference or convention sponsored by the university.

B. Completing the REV-1220:

1.

Each university should prepare separate templates of REV-1220, Pennsylvania
Exemption Cettificate:

a. to provide to vendors as proof of exemption from Pennsylvania state or local
sales and use tax, public transportation assistance taxes and fees, and vehicle
rental tax.

b. for use by university employees traveling on official State System business to
claim exemption from Pennsylvania local hotel occupancy tax.

c. for use by university and System Office employees when reserving and paying
for rooms on behalf of contractors, students, and volunteers who are
representing the university or System Office but are not considered employees of
the State System.

Select the Appropriate Exemption Boxes (Top center section): In the top center
section of the form, check the appropriate boxes for the exemption(s) being claimed.
a. Check the boxes for rows 1, 3, 4, and 5.
b. Do NOT check the box for row 2 (“State 6% and Local 1% Hotel Occupancy
Tax”).

Chose the Blanket Exemption Option: In the section at the top of the form labeled
“Check One:” check the box “Pennsylvania Tax Blanket Exemption Certificate (Use
for Multiple Transactions).”

Identify the Purchase: In box 2, labeled “Purchaser is a/an:”, check the box and
enter “Instrumentality of the Commonwealth of Pennsylvania”.

Enter University or System Office Information: Under “Name of Purchaser or Lessee,”
type or write the university’s name. Complete the address fields. Enter the
university’s or System Office’s EIN in the “EIN” field.

Signature and Date: The form must be signed and dated by a university employee
with fiscal authority (e.g., fiscal, and administrative vice president or designee).

C. Hotel Occupancy Tax

1.

State System travelers must notify the hotel in which they are lodging that their
university is tax exempt and therefore they should not be charged local or county
occupancy or sales taxes. If required by the hotel, the traveler must present a
completed REV-1220 to the hotel upon check-in. This exemption applies only to
Pennsylvania hotels.

If the traveler notifies the hotel as required in C.1. above, but the hotel refuses to
honor the completed REV-1220, the employee will not be held responsible for the
taxes charged by the hotel in error.


https://www.pa.gov/content/dam/copapwp-pagov/en/revenue/documents/formsandpublications/formsforbusinesses/sut/documents/rev-1220.pdf
https://www.pa.gov/content/dam/copapwp-pagov/en/revenue/documents/formsandpublications/formsforbusinesses/sut/documents/rev-1220.pdf

3.

If the traveler fails to notify the hotel as required in C.1. above, they will not be
reimbursed for any local or county occupancy or sales taxes that are assessed.

State System travelers will be charged for and will be reimbursed for state
occupancy tax (6%).

A copy of the letter from the Commonwealth of Pennsylvania dated October 10,
2025, may be provided to the hotel as additional guidance on the Applicability of
Local Hotel Occupancy Tax to State System Employees and Travelers.

. Sales and Use Tax, Public Transportation Assistance Taxes and Fees, and Vehicle
Rental Tax

1.

2.

Any employee who purchases goods or services must notify the vendor that the
State System is exempt from Pennsylvania sales and use tax, public transportation
assistance taxes and fees, and vehicle rental tax, as applicable. If required by the
vendor, the employee must give the vendor a copy of the respective REV-1220.

If the vendor charges any of the taxes listed in D.1. above, the taxes should not be
paid, and the vendor should be notified again that the State System is exempt from
the taxes.

. Federal Excise Taxes
1.

Federal excise taxes charged by a vendor should not be paid.

Vendors should be notified that the university is exempt from federal excise taxes
under Commonwealth of Pennsylvania Registration No. 23740001-K.

The Office of System Human Resources will annually pay (from State System health
care reserves) the PCORI excise tax imposed under the Affordable Care Act and file
the associated IRS Form 720, Quarterly Federal Excise Tax Return.
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m DEPARTMENT OF REVENUE

October 10, 2025

Karen M. Romano

Chief Counsel

PA State System of Higher Education
2300 Vartan Way

Harrisburg, PA 17110

Re:  Pennsylvania Sales and Use Tax
Applicability of Local Hotel Occupancy Tax to Commonwealth Employees and Travelers

Dear Ms. Romano:

The Department of Revenue, Office of Chief Counsel, is responding to the Pennsylvania State
System of Higher Education’s (“PASSHE”) concerns that operators are imposing the local hotel
occupancy tax on the rental fee paid by PASSHE employees and other individuals who travel on
official PASSHE business, such as contractors, students and volunteers who are representing the
university but are not considered employees of PASSHE. For purposes of this letter, PASSHE
includes the 10 state-owned universities, their branch campuses, the Office of the Chancellor,
and the Marine Science Consortium at the Chincoteague Bay Field Station, and any other
consortium or entity created as part of Pennsylvania’s State System of Higher Education.

The fact that the Commonwealth is immune from local taxation is a well settled principle of law.
The Supreme Court of Pennsylvania, in Lehigh-Northampton Airport Auth. v. Lehigh County
Bd. of Assessment Appeals, 889 A.2d 1168, 1175 (2005), held that the power to tax is vested
within the General Assembly and it alone may grant taxing authority to local governments.
However, even if such taxing authority is granted, the Commonwealth’s immunity from local
taxation remains unaffected unless there is express statutory authorization otherwise. 1d.
Additionally, the Court explained that in the area of taxation, any rule requiring less than an
express authorization to tax the Commonwealth could ““upset the orderly processes of
government by allowing the sovereign power to be burdened by being subjected to municipal
taxes.”” Id (referencing Commonwealth v. Dauphin County, 6 A.2d 870, 872 (1939)).
Therefore, unless the enabling statute by which a local government is authorized to impose tax
expressly provides for the authorization to tax the Commonwealth, such power may not be
imputed. By its establishment, PASSHE is considered an instrumentality of the Commonwealth.
24 P.S. § 20-2002-A.
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Since none of the statutes enabling local jurisdictions to impose an occupancy tax contains the
required express authorization to tax the Commonwealth, and PASSHE is an instrumentality of
the Commonwealth, local governments lack authority to collect occupancy tax from PASSHE
employees on official business. Furthermore, “Commonwealth Travelers,” pursuant to
Commonwealth Management Directive 230.10 and the Commonwealth Travel Manual, who are
certain other individuals traveling on official business but who are not employees, are covered by
the same rules as those who are actual employees.

Please provide a copy of this letter to any hotel operator who questions the application of this
tax, as explanation for exempting PASSHE employees or their non-employee representatives,
traveling on official business.

As you are aware though, a state hotel occupancy tax is imposed on the rent of every occupancy
of a room or rooms in a hotel in this Commonwealth. 72 P.S. 8 7211. Pursuant to Department
regulation, employees and representatives of the Commonwealth, its instrumentalities and
political subdivisions, are not exempt from this state tax. 61 Pa. Code § 38.2(f).

| trust that this is a sufficient response to your concerns. Please contact me if you have any
additional questions regarding this matter.

Sincerely,

Maryellen S. Martin
Deputy Chief Counsel

#62909





