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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2230 *%%

I NTRODUCED BY GODSHALL, NOVEMBER 15, 2005

REFERRED TO COVMM TTEE ON FI NANCE, NOVEMBER 15, 2005
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AN ACT

Providing for reduction of real property tax by school
districts; and making a rel ated repeal.

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 nay be cited as the School
District Real Property Tax Reduction Act.

Section 2. Definitions.

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

"Common | evel ratio." The ratio of assessed value to current
mar ket val ue used generally in a county as |ast determ ned by
the State Tax Equalization Board under the act of June 27, 1947
(P.L.1046, No.447), referred to as the State Tax Equalization
Board Law.

"Earned incone tax." A tax on earned inconme and net profits
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| evi ed under section 13 of the act of Decenber 31, 1965
(P.L.1257, No.511), known as The Local Tax Enabling Act.

"Election officials.”™ The county board of elections of a
county.
"Establ i shed predetermned ratio.”™ The ratio of assessed

val ue to market val ue established by a board of county
commi ssioners and uniformy applied in determ ning assessed
val ue in any year.

"Governing body." The board of school directors of a school
district of the second, third or fourth class.

"Honestead." This termshall have the sane neaning given it
in 53 Pa.C.S. § 8401 (relating to definitions).

"Personal inconme." |ncone enunerated in section 303 of the
act of March 4, 1971 (P.L.6, No.2), known as the Tax Reform Code
of 1971, as returned to and ascertai ned by the Departnent of
Revenue, subject, however, to any correction thereof for fraud,
evasion or error as finally ascertai ned by the Conmonweal t h.

"School district." A school district of the second, third or
fourth cl ass.

"The Local Tax Enabling Act." The act of Decenber 31, 1965
(P.L.1257, No.511), known as The Local Tax Enabling Act.

Section 3. Real property tax reduction generally.

A school district that |levies the real property tax on the
effective date of this section may, by referendum reduce the
revenues provided by the real property tax and repl ace the real
property tax revenue by increasing the rate of the earned incone
tax as provided in this act.

Section 4. Method of real property tax reduction.
(a) GCeneral rule.--Real property taxes nmay be reduced by one

of the follow ng nethods:
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1 (1) The school district shall exclude fromtaxation by
2 nmeans of the homestead exenption an anmount of 50% of the

3 assessed val ue of each honestead property in the taxing

4 jurisdiction within the limts inposed by section 2 of

5 Article VII1l of the Constitution of Pennsylvania. The

6 honmest ead exenpti on shall equal one-half of the median

7 assessed val ue of all homestead property within the school

8 district. The school district may not increase the mll age

9 rate of its tax on real property to pay for these excl usions.
10 (2) The school district shall reduce the mllage rate of
11 the real property tax generally to the sane rate on al

12 taxabl e real property. The reduction in mllage rate shall be
13 cal cul ated based on the mllage rate levied by the school

14 district for the fiscal year imrediately preceding the

15 ref erendum aut hori zed under this act.

16 (3) The school district shall reduce the mllage rate of
17 the real property tax generally to the sane rate on al

18 taxabl e real property in conbination with a honestead

19 exenption as provided under paragraph (1). The reduction in
20 the real property mllage rate shall be cal cul ated based on
21 the mllage rate |levied by the school district for the fiscal
22 year inmediately preceding the referendum authori zed under
23 this act. The school district may not increase the mll age
24 rate of its tax on real property to pay for these excl usions.
25 (b) Limtation.--After a countyw de revision of assessnents
26 within a county where a taxing jurisdiction which has
27 established a honmestead exenption is |ocated, the school
28 district shall adjust the amobunt of the honmestead exenption as
29 foll ows:
30 (1) if the county changes its assessnment base by
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appl ying a change in the established predetermned ratio, the

honmest ead exenption shall be adjusted by the percentage

change between the existing predetermned ratio and the newy
establ i shed predeterm ned ratio; or

(2) if the county perforns a countyw de revision of
assessnments by revaluing all properties and applying an
establ i shed predeterm ned rati o, the honestead exenption
shall be adjusted by dividing the honestead exenption for the
year preceding the countyw de revision of assessnents by the
common | evel ratio and nultiplying the quotient of that
calculation by the newy established predeterm ned ratio.

Section 5. Replacenent tax rate limts.

(a) GCeneral rule.--A school district using the procedures
authorized by this act shall be authorized to inpose an earned
income tax at an efficient level to fully fund the honestead
exenpti on.

(b) Calculation of earned incone tax rate.--The maxi num
earned inconme tax rate shall be determ ned by taking the sum of
the rates cal cul ated under paragraphs (1) and (2) and |imted by
par agraph (3) as foll ows:

(1) The rate of the earned incone tax that would have
resulted in the collection by the school district of an
anount equal to the anount of the real property tax reduction
authorized in section 4. The cal culation by a school district
under this paragraph shall be made using actual revenue
collections for the fiscal year ending in 2004.

(2) The rate at which the earned incone tax was
coll ected by a school district for the fiscal year ending in
2004.

(3) The tax rate determ ned under paragraphs (1) and (2)
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shall be rounded off to the nearest increment of one-tenth of

one percent. The maximumrate of the earned incone tax

cal cul ated under this subsection shall not be subject to the
limts on the earned incone tax specified in section 8(3) of

The Local Tax Enabling Act.

Section 6. Subsequent tax increases.

(a) GCeneral rule.--A school district is prohibited from
increasing the rate of the real property tax except as provided
in subsection (b).

(b) Subsequent real property tax increases.--A school
district shall only raise real property tax rates subject to the
ref erendum requirenents enunerated in section 333 of the act of
July 5, 2004 (P.L.654, No.72), known as the Homeowner Tax Reli ef
Act .

Section 7. Prohibition of future property tax increases for
senior citizens.

School districts shall freeze all school property taxes which
are levied on senior citizens who qualify for a property tax or
rent rebate authorized under the act of March 11, 1971 (P.L. 104,
No. 3), known as the Senior Citizens Rebate and Assi stance Act.
Section 8. Basic tax relief.

The departnent shall distribute basic tax relief funds to
each school district funded by the Property Tax Relief Fund
aut horized under 4 Pa.C.S. Pt. Il (relating to gamng), in
accordance with the foll ow ng:

(1) Determ ne the nunber of honesteads and farnsteads

wi thin the school district which qualify for a honestead

excl usi on.

(2) Determne the anbunt of the residential property tax

i nposed under paragraph (1).
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1 (3) Reduce the tax under paragraph (2) subject to the

2 following limtations:

3 (i) The reduction shall be at |east $100 for each

4 farmstead and for each honest ead.

5 (i) The reduction nay not exceed the | esser of the
6 foll ow ng cl auses:

7 (A) The exclusion authorized under section

8 2(b)(vi) of Article VIl of the Constitution of

9 Pennsyl vani a.

10 (B) $450.

11 (ti1) The reduction may not exceed 20%

12 (4) The department shall provide to each school district
13 whi ch, during the nost recently conpleted fiscal year for

14 which the information is available, had all of the follow ng:
15 (1) A market value/income aid ratio of higher than
16 . 65.

17 (1i) Equalized mllage in the highest 25% of al

18 school districts. For the nunerical rank of a school

19 district's equalized mllage, the school district with
20 t he hi ghest equalized mllage shall have the highest
21 nureri cal rank
22 (5) Supplenental tax relief shall be determ ned as
23 fol | ows:
24 (i) Determ ne the nunber of honesteads and
25 farnmsteads in each school district qualified under
26 par agr aph (3).
27 (ii) Divide the nunber under subparagraph (i) by the
28 anount of noney in the account.
29 Section 9. Applicability.
30 This act shall apply to any school district which |levies a
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real property tax on or after the effective date of this
secti on.
Section 10. Repeals are as foll ows:
(1) The General Assenbly declares that the repeal under
paragraph (2) is necessary to effectuate this act.
(2) The act of July 5, 2004 (P.L.654, No.72), known as
t he Honeowner Tax Relief Act, is repeal ed.

Section 11. Ef fecti ve date.
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This act shall take effect inmediately.
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