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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 337 %5

| NTRODUCED BY MOWERY, BCDACK, LEMMOND, SCHWARTZ AND MADI GAN,
FEBRUARY 6, 2001

REFERRED TO FI NANCE, FEBRUARY 6, 2001
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AN ACT
Amending Title 53 (Municipalities Generally) of the Pennsylvania

Consolidated Statutes, further providing for tax

aut hori zation and referendum requirenents.

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

Section 1. Sections 8701(a), 8703(b), 8704 and 8706 of Title
53 of the Pennsylvania Consolidated Statutes are anmended to
read:

§ 8701. Ceneral tax authorization.

(a) GCeneral rule.--Subject to [sections] section 8703
(relating to adoption of referendum) [and 8704 (relating to
public referendumrequirenents for increasing property taxes
previ ously reduced)] and except as provided in subsection (b),
each school district shall have the power and may by resol ution
| evy, assess and collect or provide for the | evying, assessnent

and collection of the earned inconme and net profits tax under

this chapter

* * %



§ 8703. Adoption of referendum
* %
(b) Public referendumrequirenents.--Subject to the notice
and public hearing requirenents of section 8716 (relating to
procedure and adm ni stration), a governing body may |evy the
earned inconme and net profits tax under this chapter only by
obtai ning the approval of the electorate of the affected school
district in a public referendumat only the municipal election
precedi ng the fiscal year when the earned incone and net profits
tax will be initially inposed. The referendum questi on nust
state the initial rate of the proposed earned i ncone and net
profits tax, the reason for the tax and the anount of proposed
budget ed revenue growth, if any, in the first fiscal year
foll ow ng adoption of the referendum expressed as a percent
i ncrease over the prior year's budgeted revenue. Any increase in
budget ed revenue between the first fiscal year follow ng
adoption of the referendum and the prior year's budgeted revenue
shall not exceed the annual percent change in the Statew de
aver age weekly wage. The question shall be in clear |anguage
that is readily understandable by a | ayperson. For the purpose
of illustration, a referendum question may be franed as fol |l ows:
Do you favor the inposition of an earned i nconme and net
profits tax of X% to be used to replace (nanmes of |oca
taxes to be repeal ed), reduce real property taxes by X%
by neans of a honestead excl usion and provide for a one-
time revenue increase of X% over the preceding fiscal
year ?

A nonlegal interpretative statenment nmust acconpany the question

in accordance with section 201.1 of the act of June 3, 1937

(P.L.1333, No.320), known as the Pennsylvania El ection Code,
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that includes the following: the initial rate of the earned
income and net profits tax and the maxi num al |l owabl e rate of the
earned inconme and net profits tax inposed under this chapter;
the estimated revenues to be derived fromthe initial rate of
the earned incone and net profits tax inposed under this
chapter; the anount of proposed revenue growth, if any, in the
first fiscal year follow ng adoption of the referendum the
estimated reduction in real property taxes and the elimnation
of certain existing taxes under this chapter; the identification
of the existing taxes to be elimnated under this chapter; the
met hod to be used to reduce real property taxes; the class or
cl asses of real property for which real property taxes woul d be
reduced; and the estimted anmount of real property tax reduction
by cl ass, expressed as an average percent reduction by class.
[ Any governing body which uses the procedures under this section
shall not be subject to the provisions of section 8704 (relating
to public referendumrequirenents for increasing property taxes
previ ously reduced) for any future increases in the earned
income and net profits tax rates authorized under this chapter.
Any future real property tax rate increases are subject to the
provi sions of section 8704. If the ballot question fails to
receive a mpjority vote pursuant to this section, approval of
the el ectorate under section 8704 shall not be required to
increase the rate of any tax which the governing body of the
af fected school district is authorized to I evy and increase
pursuant to any other act.]

* %k
[8 8704. Public referendumrequirenents for increasing property

t axes previously reduced.

(a) GCeneral rule.--Except as provided in subsections (c) and
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(d), a governing body that elects to | evy an earned i ncone and
net profits tax under this chapter pursuant to section 8703(a)
(relating to adoption of referendum) shall not increase the rate
of its tax on real property without first obtaining the approval
of the electorate of the affected school district in a
referendumat the primary el ection i mredi ately preceding the
fiscal year of the proposed tax increase.

(b) Disapproval.--Wenever the electorate fails to approve
t he proposed referendum question to increase the rate of tax on
real property under subsection (a), the governing body shall be
limted to the rate of tax in effect prior to the referendum

(c) Exception to general rule.--The provisions of subsection
(a) shall not apply to an increase in the rate of the real
property tax that does not cause |ocal tax revenue, excl uding
real property taxes to be levied on newly constructed buil di ngs
or structures or on increased valuations based on new
i nprovenents nmade to existing houses, to increase by nore than
t he percentage increase in the Statew de average weekly wage in
the preceding year. Prior to any increase under this subsection,
t he governing body nust certify to the court of common pleas in
the judicial district in which the governing body is |ocated the
estimates of total |ocal tax revenues used in the cal cul ation
under this subsection. The court nmay, on its own notion or on
petition of a person having standi ng under subsection (f),
revise the estimates certified by the governing body and reduce
the allowable increase in the rate of the real property tax
under this subsection.

(d) Referendum exceptions.--The provisions of subsection (a)
shall not apply to increases in the rate of tax on real property

in this subsection only if the exception to the general rule
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1 under subsection (c) has been utilized, if applicable, to the

2 maxi mum anount al | owed:

3 (1) To respond to or recover from an emergency or

4 di saster declared pursuant to 35 Pa.C. S. 8 7301 (relating to
5 general authority of Governor) or 75 Pa.C.S. 8 6108 (relating
6 to power of Governor during enmergency), only for the duration
7 of the enmergency or disaster and for the costs of the

8 recovery fromthe enmergency or disaster

9 (2) To inplenment a court order or an adm nistrative

10 order froma Federal or State agency that requires the

11 expenditure of funds that exceed current avail abl e revenues.
12 The rate increase shall be rescinded following fulfillnent of
13 the court order or adm nistrative order.

14 (3) To pay interest and principal on any indebtedness
15 i ncurred under Subpart B (relating to indebtedness and

16 borrowi ng). However, in no case may a school district incur
17 addi ti onal debt under this paragraph, except for the

18 refinanci ng of existing debt, including the paynent of costs
19 and expenses related to such refinancing and the
20 establishment or funding of appropriate debt service
21 reserves. The increase shall be rescinded follow ng the final
22 paynent of interest and principal. The exception provided
23 under this paragraph shall not be used to avoid referendum
24 requirenents to pay for costs which could not be financed by
25 t he i ssuance of debt under Subpart B.
26 (4) To respond to conditions that pose an inmediate
27 threat of serious physical harmor injury to the students,
28 staff or residents of the school district until the
29 ci rcunst ances causing the threat have been fully resol ved.
30 (5) Special purpose tax |evies approved by the
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el ectorate.

(6) To maintain per-student |ocal tax revenue in the
school district at an anpbunt not exceedi ng the anount of per-
student |ocal tax revenue at the |level of the preceding year,
adjusted for the percentage increase in the Statew de average
weekl y wage. This paragraph shall apply only if the
percentage growth in student enrollnment in the school
di strict between the current fiscal year and the third fiscal
year inmediately preceding the current fiscal year exceeds
10% For the purposes of this paragraph, student enroll nent
shall be nmeasured by average daily nmenbership as defined by
the act of March 10, 1949 (P.L.30, No.14), known as the
Publ i ¢ School Code of 1949. For the purposes of this
par agr aph, per-student |ocal tax revenue shall be determ ned
by dividing |local tax revenue by average daily nmenbership.
(e) Court action.--Prior to the inposition of the tax

i ncrease under subsection (d)(1), (2), (4) or (6), approval is
required by the court of conmmon pleas in the judicial district
in which the governing body is |ocated. The governi ng body shal
publish in a newspaper of general circulation a notice of its
intent to file an action under this subsection at |east one week
prior to the filing of the petition. The governing body shal

al so publish in a newspaper of general circulation notice, as
soon as possible following notification fromthe court that a
heari ng has been schedul ed, stating the date, tinme and pl ace of
the hearing on the petition. The follow ng shall apply to any
proceedi ngs instituted under this subsection:

(1) The governing body nmust prove by clear and
convi nci ng evidence the necessity for the tax increase.

(2) The governing body nmust prove by clear and
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convi nci ng evidence that there are no assets or other

feasible alternatives available to the school district.

(3) The court shall determ ne the appropriate duration
of the increase and may retain continuing jurisdiction. The
court may, on its own notion or on petition of an interested
party, revoke approval for or order rescission of a tax
i ncrease.

(f) Standing.--A person shall have standing as a party to a
proceedi ng under this section as |long as the person resides
within or pays real property taxes to the taxing jurisdiction of
t he governing body instituting the action.]

§ 8706. Property tax limts on reassessnent.

After any county nakes a countyw de revision of assessnent of
real property at val ues based upon an established predeterm ned
ratio as required by law or after any county changes its
establ i shed predeterm ned ratio, each school district that has
made an el ecti on under section 8703 (relating to adoption of
referendun), which hereafter for the first tinme levies its real
estate taxes on that revised assessnment or valuation, shall for
the first year reduce its tax rate, if necessary, for the
pur pose of having the percentage increase in taxes |evied for
that year against the real properties contained in the duplicate
for the preceding year be less than or equal to the percentage
increase in the Statew de average weekly wage for the preceding
year notw t hstandi ng the increased val uati ons of such properties
under the revised assessnment. For the purpose of determning the
total amount of taxes to be levied for the first year, the
anount to be levied on newly constructed buil dings or structures
or on increased val uations based on new i nprovenents nade to

exi sting houses need not be considered. The tax rate shall be
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fixed for that year at a figure which will acconplish this
pur pose. [The provisions of section 8704 (relating to public

ref erendum requirenents for increasing property taxes previously

1
2
3
4 reduced) shall apply to increases in the tax rate above the
5 limts provided in this section.]

6

Section 2. This act shall take effect in 60 days.
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