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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1140 =3

| NTRODUCED BY REI NARD, GODSHALL, EGOLF, ARMSTRONG, FI CHTER,
FAI RCH LD, MARSI CO, BAKER, SEMMEL, E. Z. TAYLOR, ADOLPH, LEH
HUTCH NSON AND CONTI, APRIL 2, 1997

REFERRED TO COW TTEE ON FI NANCE, APRIL 2, 1997

O (o0} ~ » (3] A WNEF

e e = = =
oo N o o A W N - O

AN ACT
Providing for the inposition of State and political subdivision
l[imtations on the inposition or increase of taxes or tax
rates and on the levels of expenditures with certain
exceptions.

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 Pennsyl vani a
Tax and Expenditure Limtation Act.

Section 2. Limtations on Comonweal th taxes.

(a) Newtax inposition.--Al taxes initially inposed by the
Commonweal th after January 1, 1998, shall require for enactnent
the affirmative vote of two-thirds of the nenmbers elected to
each house of the General Assenbly.

(b) Tax increase |limtations.--Any tax rate increase inposed
by the Conmonweal th after January 1, 1998, shall require for

enactnent the affirnmati ve vote of two-thirds of the nenbers

el ected to each house of the General Assenbly.



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

(c) Revision of tax base.--The increase or decrease of any
base on which taxes inposed by the Commonweal th are determ ned
shall require, for enactnment after January 1, 1998, the
affirmative vote of two-thirds of the nenbers elected to each
house of the General Assenbly.

(d) Enactnents void.--Any | aw which passes the General
Assenbly in violation of this section shall be void fromthe
date of enactnent.

Section 3. Limtations on taxation by political subdivisions.

(a) Limtation.--Subject to the exceptions under subsection
(b) or (c), on and after January 1, 1998, no politi cal
subdi vi si on shall have any authority to:

(1) inpose any new tax;

(2) increase the rate of any existing tax; or

(3) expand or reduce the base on which any local tax is

det er m ned;

if any of these actions would result in any increase in revenue
whi ch i ncrease exceeds the percentage change in total estimated
tax revenues in the new fiscal year over total tax revenues in
the current fiscal year by nore than the rate of inflation as
determ ned fromthe nost recent Consunmer Price Index for the
i mredi ately precedi ng 12-nonth peri od.

(b) Referendum --The provisions of subsection (a) shall not
apply to any political subdivision which, prior to taking any
| egi sl ative action under subsection (a), obtains the approval of
a majority of the electors of that political subdivisionin a
ref erendum hel d i medi ately preceding any | egislative action
under subsection (a).

(c) Necessary increased costs.--The requirenents of

subsection (a) shall not apply to increased revenue necessary to
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nmeet the increased costs of any of the follow ng:

(1) Costs arising fromincreased school enrollnent, but
only to the extent of the additional enroll nent.

(2) Costs which arise from mandat ed i ncreases in pension
or retirement costs, but only to the extent of these
addi ti onal costs.

(3) Costs which arise fromservicing of bonded
i ndebt edness incurred prior to the effective date of this
act, but only to the extent of these additional costs.

(4) Costs which arise fromincreased nunbers of
residents within the political subdivision, but only to the
extent of these additional costs.

Section 4. Spending limtations for Comonwealth.

(a) GCeneral rule.--Except as provided in subsection (b),
total spending by the Comonweal th shall not exceed the spending
[imt in any fiscal year. The spending limt for any fiscal year
shall be equal to the spending during the inmediately prior
fiscal year, adjusted by 80% of the conmpound annual rate of
change for the two preceding years of the Personal |nconme by
Pl ace of Residence for Pennsylvania as defined and officially
reported by the United States Departnment of Conmerce. The
percentage of the rate of change used in any fiscal year to
adjust the limt may be increased for that year, but not to a
percentage in excess of 100% by the affirmative vote of two-
thirds of the nenbers elected to each house of the General
Assenbl y.

(b) Exceptions.--The spending |imt of the Commonweal th may
be exceeded in any fiscal year for presidentially declared
energency or major disaster. The spending Iimt may al so be

exceeded for other declared energencies if the Governor so
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requests and the CGeneral Assenbly approves by the affirmative
vote of two-thirds of the nenbers elected to each house of the
CGeneral Assenbly. The excess spendi ng aut horized by exceedi ng
the imt in this manner shall not be included in the
conput ati on base of the spending Iimt for any subsequent fiscal
year.

(c) Allocation of transferred costs.--1f the duty of paying
any cost or any portion thereof is transferred fromone |evel or
unit of governnent to another, the cost so transferred shall be
deducted fromthe spending imt of the transferor and shall be
added to the spending Iimt of the transferee.

Section 5. Political subdivisions.

The Commonweal th shal |l not inpose upon any unit of |ocal
government new prograns or increase |evels of service under
exi sting progranms unless the necessary cost thereof shall be
fully funded by the Commonweal t h.

Section 6. Pension benefits.

Future liabilities resulting fromthe adoption of or
contracting for new or inproved deferred conpensation or
benefits or pensions on or after the effective date of this
anmendnent shall be fully funded each in accordance with an
accept ed advance fundi ng actuarial nmethod using actuari al
assunptions and asset val uation net hods.

Section 7. Total Commonweal th spendi ng conputati on.

Total spending by the Comonweal th neans all appropriations
and authorizations fromall current funds and funds created
after the effective date of this act and shall exclude refunds,
servi cing of bonded i ndebtedness incurred prior to the effective
date of this act and of voter-approved bonded i ndebt edness,

expenditures for funding the unfunded pension liabilities
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exi sting on the effective date of this act and the spendi ng of
revenues received by the Pennsylvania Lottery. Sections 4, 5, 6
and this section shall apply to all general funds, all special
revenue funds, all debt service funds, all capital project
funds, all internal service funds, all enterprise funds,
excluding the State Wrkers' Insurance, and all agency funds,
excl uding the Deferred Conpensation Fund, the Deferred
Conpensati on Short-Term Portfolio Fund and the Medi cal
Prof essional Liability Catastrophe Loss Fund. This section shal
not be circunmvented by creating new funds which are not included
in the spending limts delineated in subsection (a) or
transferring spendi ng between funds. There shall not be
all ocations or transfers of funds fromthe State Wrkers'
I nsurance Fund, the Deferred Conpensation Short-Term Portfolio
Fund, the Medical Professional Liability Catastrophe Loss Fund,
any Commonweal th trust funds or Commonweal t h pension trust funds
to any ot her Comonweal th fund.
Section 8. Spending limtations for political subdivisions of

t he Commonweal t h.

(a) GCeneral rule.--Total spending by each political
subdi vi si on of the Conmonweal th shall not exceed the conpound
annual rate of change for the two preceding years of the
Personal Incone by Place of Residence for Pennsylvania as
defined and officially reported by the United States Departnent
of Conmerce. Spending in excess of this [imt may be changed by
a majority vote of the electorate of the political subdivision.

(b) Allocation of transferal costs.--If the duty of paying
any cost or any portion thereof is transferred fromone |evel or
unit of governnent to another, the cost so transferred shall be

deducted fromthe spending imt of the transferor and shall be
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added to the spending Iimt of the transferee.

(c) Pension benefits.--Future liabilities resulting fromthe
adoption of or contracting for new or inproved deferred
conpensati on or benefits or pensions on or after the effective
date of this act shall be fully funded each in accordance wth
an accepted advance fundi ng actuarial nethod using actuari al
assunptions and asset val uation nethods.

Section 9. Ef fecti ve date.
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This act shall take effect July 1, 1997.
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