PRINTER S NO. 458

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 437 55

I NTRODUCED BY A. K. HUTCHI NSON AND DeMEDI O, FEBRUARY 9, 1981

REFERRED TO COW TTEE ON FI NANCE, FEBRUARY 9, 1981

AN ACT

1 Anending the act of March 10, 1949 (P.L.30, No.14), entitled "An
2 act relating to the public school system including certain
3 provi sions applicable as well to private and parochi al

4 school s; anendi ng, revising, consolidating and changi ng the
5 laws relating thereto,” withdrawing gradually the authority
6 of school districts to | evy taxes on real property;

7 aut hori zing school districts and city councils coterm nous
8 with districts of the first class to |levy a |ocal school

9 surtax upon personal incone; increasing the share of

10 financial participation by the Commonweal th and decreasing
11 the share of school districts and revising State school

12 subsi dy formnmul ae accordingly; and requiring a judicial

13 heari ng before counties, nmunicipalities and townshi ps may
14 i ncrease real property taxes beyond certain limts.

15 WHEREAS, there now exists a constantly increasing criticism
16 of the fairness and efficiency of real property taxation as the
17 major source of revenues for |ocal educational expenditures; and
18 WHEREAS, there is increasing evidence of unequal distribution
19 of the property tax base anong school districts of the

20 Commonweal t h; and

21 WHEREAS, the judiciary in other states are now review ng the
22 constitutional fairness of fiscal policies utilized to finance

23 state educational responsibilities; the Suprenme Court of New
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Jersey, whose Constitution provides in part that "The

Legi slature shall provide for the maintenance and support of a
t horough and efficient systemof free public schools for the
instruction of all the children in this State between the ages
of five and ei ghteen years"” on April 3, 1973 struck down that
state's system which provides for state and |ocal financing of
their public schools; and in this connection the Pennsylvani a
Constitution provides in Article Ill, section 14, that "The
CGeneral Assenbly shall provide for the maintenance and support
of a thorough and efficient systemof public education to serve
t he needs of the Conmmonwealth,” a simlarity suggesting that the
New Jersey Suprenme Court rationale mght be available to
constitute a basis for judicial attack upon the Commonweal th's
present method of financing public education;

Therefore, the General Assenbly now intends to reconsider and
revise the fiscal basis for financing the educational needs of
its citizens in accordance with responsible criticisns |evied
agai nst the present financial systemand to effectuate
conprehensive tax reformby gradually w thdrawi ng the power of
school districts to tax real property as hereinafter set forth
in this act and its conpani on acts containing anendnents to the
"Tax Reform Code of 1971," and the "Public Utility Realty Tax
Act . "

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. The act of March 10, 1949 (P.L.30, No.14), known
as the "Public School Code of 1949," is anmended by addi ng
sections to read:

Secti on 602. 1. Real Estate Taxes Levied in Fiscal Year

Begi nning in 1983 and Thereafter.--For the fiscal year begi nning
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in 1983, the board of school directors of each school district

of the second, third and fourth class shall not, and the board

of education in districts of the first class with the

aut hori zation of city council shall not, and the board of

education in districts of the first class A shall not |evy a tax

on the assessed val uation of real property as certified to them

at anllage rate which will produce greater revenue for the

district for school purposes than eight-tenths of the actual net

real property tax revenue produced for the fiscal year | ast

concluded. The "actual net real property tax revenue produced

for the fiscal year |ast concluded," shall be certified to the

Departnent of Education, and shall hereinafter be referred to as

the "base period revenues." For the three fiscal years

subsequent to the one beginning in 1983, the school directors,

menbers of the board and nenbers of the city council, as

aforesaid, shall levy a tax on the assessed val uati on of real

property at a nmllage rate whi ch produces no greater revenue for

school purposes than the base period revenues nultiplied by six-

tenths, four-tenths and two-tenths respectively; for the fiscal

vear beginning in 1987 and thereafter there shall be | evied no

t axes for school purposes upon the assessed val uati on of real

property.

Secti on 602. 2. Personal | ncone Surtax Authorization.--The

board of school directors of each school district of the second,

third and fourth class and the board of educati on in school

districts of the first class with the authorization of the city

council, and the board of education in the district of the first

class A, in addition to any other taxes authorized by | aw, nay

provi de by ordi nance or resolution for the | evying of a tax upon

the personal incone of the residents of its district to be known
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as the "local school surtax," at a rate not to exceed, for the

cal endar years: 1983, six-tenths per centum (.6%: 1984, one and

two-tenths per centum (1.2%;: 1985, one and ei ght-tenths per

centum (1.8%: 1986, two and four-tenths per centum (2.4% : and

1987 and thereafter, three per centum (3% . If for the fiscal

vear beginning in 1982 and any fiscal year thereafter the school

district levied and coll ected a tax on wages, sal ari es,

commi ssi ons and ot her earned i ncone of individuals as authorized

by section 2 of the act of Decenber 31, 1965 (P.L. 1257, No.511),

known as "The Local Tax Enabling Act," and limted by cl ause (3)

of section 8 thereof, then the rate at which it is hereby

aut hori zed to |l evy a tax upon the personal incone of the

residents of its district shall not exceed two-thirds of the

rate provi ded above for that period. "Personal incone" shal

mean the total income taxed under Article IlIl of the act, added

August 31, 1971 (P.L.362, No.93), known as the "Tax Reform Code

of 1971." In the ordi nance or resol ution | evying a personal

i ncone tax, the collection agent shall be specifically

aut hori zed, which coll ection agent nmay be the Departnent of

Revenue as provided in section 343 of the "Tax Reform Code of

If it is determned to |levy, relevy, increase or decrease the

| ocal school surtax, as authorized herein, the chief

admi ni strative officer of the school district shall so certify

to the coll ection agent. The coll ection agent shall remt to

each school district all such taxes collected by it on their

behalf within sixty (60) days after recei pt of sane.

Section 2. Causes (12) and (14) of section 2501 of the act,
cl ause (12) anmended August 24, 1977 (P.L.199, No.59) and cl ause
(14) added February 1, 1966 (1965 P.L.1642, No.580), are anended
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to read:
Section 2501. Definitions.--For the purposes of this article
the follow ng terns shall have the foll ow ng neanings:

* * %

(12) "State's Share of Total Cost." For the school year
[ 1966- 1967 and each school year thereafter] 1981-1982, the
State's share of total reinbursable cost shall be fifty percent

(50% and for the school years thereafter, the State's share of

total reinbursable cost shall be:

school year 1982-1983, 56%

1983-1984, 62%

1984-1985, 68%

1985-1986, 74%

1986- 1987 and thereafter, 80%

Total reinbursable cost shall be the | esser of actual expense
per WADM as defined in clause (11.1) or a nmaxi num anount to be
fixed by the General Assenbly each year to represent the
estimated nedi an actual instruction expense per WADM i n the year
for which the reinbursenent is to be payable. For the schoo
year comencing the first day of July 1976 and each school year
t hereafter the maxi nrum anount shall be the nedian actual
i nstruction expense per WADM in the year for which the
rei nbursenent is to be payable. The Secretary of Education
annual ly shall calculate the State "nedian actual instruction
expense per wei ghted average daily nenbershi p” and shall supply
the sane to the General Assenbly.

* x *

(14) "Aid Ratio" shall represent the Conmonweal th's share of
rei nbursabl e cost as defined in clause (12). The aid ratio shal

be determned in the follow ng manner: [(a) divide the nmarket
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val ue per wei ghted average daily nmenbership of the district by
t he market val ue per weighted average daily nenbership of the
State; (b) determ ne the product of (a) nmultiplied by district's
share of total cost; (c) subtract the resultant product in (b)
fromone (1.0000) to determine the aid ratio.

Di strict M/ WADM

Aid Ratio = 1.0000 - ================ X 0. 50]

St ate M/ WADM

for the school years 1982-1983, .8 (Fornula A) + .2 (Fornula B);

1983-1984, .6 (Fornula A) + .4 (Fornula B);

1984-1985, .4 (Fornula A) + .6 (Fornula B);

1985-1986, .2 (Fornmula A) + .8 (Fornula B);

1986- 1987 and thereafter, (Fornula B);

where "Fornmula A" shall be one (1) mnus fifty percent (50% of

the mar ket val ue per wei ghted average daily menbership of the

district divided by the market val ue per wei ghted average daily

menbership of the State,

District MW/ \WADM

(Formula A = 1.0000 - ================___ X 0. 50)

St ate W/ WADM

"Fornula B" shall be one (1) mnus twenty percent (20% of the

personal incone per wei ghted average daily nenbership of the

district divided by the personal incone per wei ghted average

dai ly nenbership of the State,

District Pl/WADM

(Formula B = 1.0000 - ================___ X 0. 20)

State Pl /WADM

"Personal | ncome" neans the total incone taxabl e under

Article Ill of the "Tax Reform Code of 1971," as certified for

each district each year by the Secretary of Revenue to the
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Secretary of Educati on.

* * %

Section 3. The relief fromtaxes upon real property granted
under this act shall not be eroded by county, municipality and
t ownshi p governnents so as to defeat the purpose of this act in
provi ding such relief. Any political subdivision which increases
the rate of its real estate taxes by 10% or nore subsequent to
the enactnment of this act shall petition the court of conmon
pleas located in its county for authority to raise such real
estate taxes; the said court shall hold a hearing thereon which
shall be advertised at | east once a week for three weeks prior
thereto in a newspaper circulated in the political subdivision
and in the legal journal published for the judicial district.
Any person objecting to the increase in the rate of real estate
tax may file an appearance in the proceedi ng and appear for the
pur pose of testifying as to the inappropriateness of said
increase in tax insofar as said increase erodes the tax relief
made avail abl e under this act.

Section 4. The authority contained in section 2 of the act
of Decenber 31, 1965 (P.L.1257, No.511), known as "The Local Tax
Enabling Act"” for the |levying and collecting of a tax on wages,
sal aries, comm ssions and ot her earned incone of individuals is
her eby repeal ed except as to such taxes |levied and actually
collected by a political subdivision prior to its fiscal year
begi nning in 1981; any such tax levied and collected in fiscal
year 1980 may continue to be levied and collected thereafter by
a political subdivision, but the rate actually |evied and
coll ected shall not thereafter be increased. It is the intent of
the General Assenbly that the personal incone tax, and where

actually levied and collected by a school district, the so-
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call ed earned incone tax shall beconme the principal tax base for

school districts, while political subdivisions other than school

1
2
3 districts shall look primarily to real property as their
4 principal tax base.

5

Section 5. This act shall take effect immediately.
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