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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2458 5%

| NTRODUCED BY RUBLEY, PITTS, E. Z. TAYLOR, FLICK, HERSHEY,
GERLACH, HENNESSEY, FI CHTER, MARKCSEK, BUNT, M COZZIE,
SCHULER, SEMVEL, TOWLI NSON AND LAUB, JANUARY 26, 1994

REFERRED TO COW TTEE ON LOCAL GOVERNMENT, JANUARY 26, 1994
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AN ACT
Al'l owi ng school districts of the second class, third class or
fourth class to appoint a local tax study comm ssion and
submt recomendations for changes in |ocal tax structure;
requiring reductions; inposing limtations; and providing for

a referendumrelating to the appointnent of a conmm ssion.

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

Section 1. Short title.

This act shall be known and may be cited as the Local Option
School District Tax Reform Act.

Section 2. Definitions.

The foll ow ng words and phrases when used in this act shal
have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Personal income." The classes of incone enunerated in
section 303 of the act of March 4, 1971 (P.L.6, No.2), known as
the Tax Reform Code of 1971, and upon which is inposed a

personal income tax by the Conmonweal th. For purposes of this

act, the term"personal inconme" shall not include profits from
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the sale of a principal residence or trade or business. In the
event a district levies, assesses or collects, or provides for
the | evy, assessnment or collection of any tax after having
accepted sonme or all of the recomrendations of a |ocal tax study
conmmi ssion as hereinafter provided, the district shall exclude
from any personal inconme tax inposed as defined by the above
provi si ons and excl usi ons any person whose incone is equal to or
| ess than the maxi num i nconme requirenent necessary to qualify
for a property tax rebate or rent rebate in lieu of property
taxes or rent due under the act of March 11, 1971 (P.L.104,

No. 3), known as the Senior Citizens Rebate and Assi stance Act.

"School district." Includes school districts of the second,
third and fourth cl asses.

Section 3. Local tax study comm ssion.

(a) First-year inplenentation.--Before any school district
of the second, third or fourth class |evies, assesses or
collects, or provides for the | evy, assessnent or collection of
any tax, under the authority of this act, the board of school
directors may appoint a local tax study conmm ssion in accordance
with the foll ow ng provisions:

(1) Menbership.--The | ocal tax study conm ssion shal
consi st of five, seven or nine nmenbers appointed by the
board. One nenber of the local tax study commi ssion may be a
menber of the school board, as deened appropriate by the
board. No nmenber of the local tax study conm ssion shall be a
relative, by blood or marriage, of an official or enployee of
t he school district. Al menbers shall be residents of the
district. Representatives on a |local tax study conm ssion
nmust reasonably reflect the soci oeconom c, age and

occupational diversity of the school district.
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(2) Staff and expenses.--The board shall provide
necessary and reasonable staff to support the local tax study
conmi ssion and shall reinmburse the menbers of the |ocal tax
study conm ssion for necessary and reasonabl e expenses in the
di scharge of their duties.

(3) Public hearings.--The |local tax study comr ssion
shall hold at | east one public fact-finding hearing, the
first to be held within two weeks of the creation of the
| ocal tax study conm ssion to gather background infornmation
and solicit suggestions fromresidents, or any other persons
or parties interested in or affected by |evy, assessnment or
collection of taxes by the district. Wthin budgetary limts
approved by the school board, the local tax study comm ssion
may sponsor public forums, shall provide for the broadest
possi bl e distribution of public information and shal
encour age public discussion respecting the subject of its
wor K.

(4) Contents of study.--The |local tax study comr ssion
shall study the existing taxes |evied, assessed and coll ected
by the district and determne if and how the tax policies of
the district could be strengthened or nmade nore equitabl e by
adopting for levy, assessnent and collection one or a
conbi nation of any of the follow ng taxes: personal incone
tax, real estate tax, realty transfer tax or amusenent tax at
such levels and in such conbinati ons on perm ssible subjects
of taxation as do not exceed the limtations in this act.
This study shall include, but not be limted to,
consideration of all of the follow ng:

(i) Hstoric rate and revenue provi ded by taxes

currently levied, assessed and collected by the district.
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(ii) The percentage of total revenues provided by
taxes currently |l evied, assessed and col | ect ed.

(ti1) The age, incone, enploynment and property use
characteristics of existing tax base.

(iv) The projected revenues of any taxes currently
| evi ed, assessed and col |l ected.

(v) The projected revenues of any taxes referred to
above not currently levied, assessed and coll ected by the
district.

(5) Reconmendation.--Wthin 60 days of its appoi ntnent,
the local tax study comm ssion shall make a nonbi ndi ng
recommendation to the board of the appropriate tax or
conmbi nation of taxes, identified in paragraph (4), to be
| evi ed, assessed and col |l ected conmenci ng the next fiscal
year. Upon appoi ntment of the comm ssion, and except as
provi ded for in paragraph (6), no tax may be |evied, assessed
or collected for the next fiscal year until receipt of the
recommendati on of the local tax study conm ssion. Wthin two
weeks of receiving the recommendati on, the board shall hold a
public hearing to permt public coment on the
recommendation. Wthin 60 days of the public hearing, but not
| ater than 30 days prior to the comrencenent of the next
fiscal year, the board shall accept or reject the
recommendati on of the local tax study conm ssion or adopt any
ot her appropriate tax or conbination of taxes for the
di strict commencing the next fiscal year as provided by |aw

(6) Failure to issue recommendation.--1f the |ocal tax
study conmi ssion fails to nmake a nonbi ndi ng recomendati on
within 60 days of its appointnment, the board shall discharge

t he appoi nted | ocal tax study conm ssion, appoint itself as
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the local tax study comm ssion and proceed to hold a public

hearing to permt public coment on the appropriate tax or

conmbi nation of taxes for the district conmencing the next
fiscal year. Wthin 60 days of the public hearing, but not

| ater than 30 days prior to the comrencenent of the next

fiscal year, the board shall adopt the appropriate tax or

conmbi nation of taxes for the district conmencing the next
fiscal year as provided by |aw.
(7) Public distribution of report.--The |ocal tax study

comm ssion shall publish or cause to be published, within 30

days of making its recomendation, a final report of its

activities and recommendati ons and shall deliver the final
report to the secretary of the board who shall supply copies
to any interested persons upon request.

(8) Receipts.--Receipts are required for al
rei mbur sabl e expenses.

(9) Materials.--All the records, receipts, tapes,

m nutes of neetings and witten discussions of the |ocal tax

study conm ssion shall, upon its discharge, be turned over to

the secretary of the district for the pernmanent safekeeping.

The secretary shall make such materials available for public

i nspection at any tine during regular business hours.

(10) Discharge.--The local tax study conm ssion shall be

di scharged upon the filing of its final report.

(b) Three-year review --Any school district that |evies,
assesses and collects, or provides for the | evy, assessnment or
coll ection of any tax, after having received the recommendati ons
of a |ocal tax study conm ssion and acted, shall continue to
| evy, assess and collect the sane tax or conbination of taxes

for the next three fiscal years. However, nothing herein shal
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preclude the board to change or alter the rates of any such tax
or conbination of taxes if it deenms necessary. Before the third
fiscal year following the district's action on the
recommendati ons of a local tax study comm ssion, and every third
fiscal year thereafter, the board nay appoint a |ocal tax study
commi ssion in the manner provided in subsection (a). The |ocal
tax study conm ssion appointed under this subsection shall be
charged with all of the same powers and duties provided for the
| ocal tax study conm ssion under subsection (a). In the event
the district does not appoint a |ocal tax study comm ssion under
this subsection after having previously acted on the
recommendati ons of a local tax study comm ssion, the district
shall continue to | evy, assess and collect the sanme tax or

conmbi nation of taxes for the next three fiscal years.

Section 4. Tax |levying authority cl ause.

Fol I owi ng the recomrendati on of the tax study conm ssion, the
school board will have the authority through this act to
i npl enment a new tax structure for its district. This tax
structure nmay include, but not be I[imted to, the following: a
personal income tax, real estate tax, realty transfer tax and an
amusenent tax.

Section 5. Revenue estimate cl ause.

Prior to changing the tax structure, a school district shal
estimate, using its existing tax structure, the total revenue
whi ch nust be raised in the next fiscal year in order to bal ance
its budget. The district shall then plan for the inposition of
the new tax structure by a dollar anmobunt equal to the estinmated
revenue needed for the followi ng fiscal year. The revenue
estimate must be conpleted prior to the initial inposition of

the new tax structure.
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Section 6. Antiw ndfall clause.

A school district shall not receive a tax windfall by the
changing of its tax structure. If a school district levies a tax
which is not presently used and the total projected revenue of
the district exceeds the anount of revenue | ost through
abolition or reduction of existing taxes, then the district nust
reduce the rate of taxes so the revenue raised does not exceed
revenue | ost through abolition or reduction of existing taxes.
Section 7. Limtations.

(a) Revenue limts.--Taxes levied by a school district are
l[imted as foll ows:

(1) For the first fiscal year of inposition of a tax
under the authority of this act, tax revenues are limted to
an increase in the aggregate tax revenues over the aggregate
tax revenues for the fiscal year beginning during the
precedi ng cal endar year which does not exceed the greater of
t he foll ow ng:

(1) The average percentage of the annual increase in
aggregate tax revenues collected over the i mredi ately
preceding five fiscal years plus 2%

(1i) The average annual percentage increase in the
Consumer Price Index for Al Urban Consuners, United
States City Average, Al Itens, for the 24-nonth period
i mredi ately preceding the start of that fiscal year, for
whi ch statistics are avail able, as determ ned and
publ i shed by the Departnment of Community Affairs.

(2) For the second and third fiscal years beginning
after the inposition of a tax under the authority of this
act, tax revenues are limted to an increase in the aggregate

tax revenues over the aggregate tax revenues for the fiscal
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year beginning during the preceding cal endar year which does
not exceed the greater of the follow ng:

(1) The average percentage of the annual increase in
aggregate tax revenues collected over the imredi ately
preceding five fiscal years.

(1i) The average annual percentage increase in the
Consuner Price Index for Al Urban Consuners, United
States City Average, Al Itens, for the 24-nonth period
i mredi ately preceding the start of that fiscal year, for
whi ch statistics are avail able, as determ ned and
publ i shed by the Departnment of Community Affairs.

(b) Application.--The limtations contained in this section,

unl ess expressly repeal ed, apply to every tax | evied.

(c) Exclusions.--The Iimtations contained in subsection (a)

do not apply to taxes levied to cover:

(1) Interest and principal on any indebtedness incurred
pursuant to the act of July 12, 1972 (P.L.781, No.185), known
as the Local Governnment Unit Debt Act, or any prior or
subsequent act governing the incurrence of indebtedness by a
school district.

(2) An increase in costs of personnel, resources or
facilities directly attributable to an increase in enroll nment
or existing contractual obligations.

(3) Increases in pension fund requirenents which are in
excess of the annual average increase over the i medi ately
preceding five fiscal years.

(4) Federal and/or State reinbursenment which was | ess
t han the previous year.

(5) Unfunded or underfunded nandat es.

(d) Court order.--The limtations contained in this section
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may be exceeded by order of the court of comon pl eas upon
petition of the district. A petition under this subsection nust
be made by resolution by majority action of the board of
directors.
Section 8. Referendum

(a) Wen held.--1f the board of school directors does not
el ect to create a local tax study conm ssion, then upon
subm ssion to the county board of elections of a petition
containing the signatures of electors resident in a school
district, the nunber of said signatures equal to or exceeding 3%
of the total nunber of registered voters in the school district
as of the | ast general election, the county board of elections
shall, at the next primary, nunicipal or general election
conduct a referendumw thin that school district.

(b) Ballot question.--The ballot question for this
ref erendum shall be as foll ows:

Do you favor the appointnent of a |local tax study
commi ssion for the school district of (nane of district)?

(c) Conduct of election.--The referendum shall be conducted
in accordance with the act of June 3, 1937 (P.L.1333, No.320),
known as the Pennsylvania El ecti on Code.

(d) Appointnment of commission.--I1f a majority of the
el ectors voting thereon vote in the affirmative, the board of
school directors within 30 days shall appoint a |ocal tax study
conmi ssion in accordance with this act.
Section 9. Repeals.

Al'l acts and parts of acts are repeal ed insofar as they are
inconsistent with this act.
Section 10. Effective date.

This act shall take effect in 60 days.
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