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her eby enacts as foll ows:
Section 1. Short title.

This act shall be known and may be cited as the "School
Districts' Real Estate Replacenent Tax Act.”

Section 2. Declaration of policy.

In recognition of the burdensonme and sonetinmes punitive
affect of real estate taxation for school purposes, the General
Assenbly of the Comonweal th of Pennsyl vani a hereby declares it
to be its policy to provide for alternatives to such taxation
whi ch nmay be inplenmented only upon voter approval.

Section 3. Definitions.

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

"Alternate tax program” The real estate replacenent tax and
the partial real estate replacenent tax authorized pursuant to
sections 4 and 5 respectively.

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

"Busi ness.” Any business, trade, occupation, profession,
vocation or any other agricultural, comercial or industrial
activity, including the | easing of property for any purpose,
except residential purposes.

"Departnent."” The Departnent of Revenue.

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

"Use." For the purpose of rental properties shall include
all prem ses available for | ease, except those prem ses
avai l abl e for residential purpose, even though unoccupi ed.

"M scel | aneous school taxes." Any wage tax, occupation tax,
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occupational privilege tax, or any other per capita or head type
tax |levied pursuant to the act of Decenmber 31, 1965 (P.L.1257,
No. 511), known as the "Local Tax Enabling Act,"” or the act of
March 10, 1949 (P.L.30, No.14), known as the "Public School Code
of 1949."

"Landlord.” The owner of any real estate |eased for
residential purposes |located within a school district adopting
an alternate tax program

"Tenant." The |essee, for residential purposes, of a
| andl ord owning real estate within a school district adopting an
alternate tax program
Section 4. Real estate replacenent tax.

(a) The board may provide by resolution, subject to approval
by referendum for the elimnation of the school real property
tax and, together therewith, the abolition of m scell aneous
school taxes levied by the board, effective for the duration of
the real estate replacenent tax, and in substitution therefor,
the board shall provide for the |evying of a school incone tax
and a school business use and occupancy tax which taxes shall be
prorated in accordance with section 10.

(b) The school real property taxes of any school district
adopting the real estate replacenent tax are hereby abolished
effective July 1, next follow ng the approval by referendum of
the real estate replacenent tax. Subsequent to the real estate
repl acenent tax being approved by referendum each m scel |l aneous
school tax is hereby abolished effective at the close of the
cal endar or fiscal year for which it is assessed.

(c) Any school district adopting the real estate replacenent
tax may provide for a phase out of the taxes being abolished in

equal portions over a two-year period. In such case, the total
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rates of the school income tax and the school business use and
occupancy tax determ ned pursuant to section 10 shall be |evied
at arate of 50% of the total rate in the first year and at a
rate of 100% of the total rate in the second year and

t hereafter.

Section 5. Partial real estate replacenent tax.

(a) The board may provide by resol ution, subject to approval
by referendum for a reduction in the ml|lage of the school real
property tax of not |ess than 50% and, together therewith, for
the elimnation of m scellaneous school taxes |levied by the
board, effective for the duration of the partial real estate
repl acenent tax, and, sinultaneously therewith, the board shal
provide for the |l evying of a school incone tax and a school
busi ness use and occupancy tax which taxes shall be prorated in
accordance with section 10. The m |l age reduction herein
aut hori zed shall be based on the mllage in effect at the tine
t he board adopts the resolution herein provided for. No increase
in the real estate assessnent ratio adopted by the county shal
be applicable to any school district having adopted a parti al
real estate replacenent tax for the duration thereof. Nothing
herein shall be deenmed to prohibit the county fromaltering the
assessment ratio with respect to real property not being taxed
pursuant to this act.

(b) The mllage of any school district adopting the parti al
real estate replacenent tax is hereby reduced in accordance wth
subsection (a), effective July 1, next follow ng the approval by
referendum of the partial real estate replacenent tax.

Subsequent to the partial real estate replacenent tax being
approved by referendum each m scellaneous school tax is hereby

abol i shed effective at the close of the cal endar or fiscal tax
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year for which it is assessed.
Section 6. Real estate tax freeze.

(a) The board may provide by resolution, that no increase in
the mllage of the school district real estate tax may be | evied
and shall provide, together therewith, for the abolition of al
m scel | aneous school taxes |evied by the board, effective for
the duration of the real estate tax freeze. Sinmultaneously
therewith the board shall provide for the |levying of a school
i ncome tax and a school business use and occupancy tax which
taxes shall be prorated in accordance with section 10. No
increase in the real estate assessnent ratio adopted by the
county shall be applicable to any school district having adopted
a real estate tax freeze for the duration thereof. Nothing
herein shall be deenmed to prohibit the county fromaltering the
assessnment ratio with respect to real property not being taxed
pursuant to this act.

(b) The mllage of the school district real estate tax may
not be increased effective with the adoption of the resol ution
aut hori zed pursuant to subsection (a). Subsequent to the real
estate tax freeze bei ng approved, each m scell aneous school tax
i s hereby abolished effective at the close of the cal endar or
fiscal tax year for which it is assessed.

Section 7. School incone tax.

(a) In the event that a school district adopts an alternate
tax program the board shall |evy upon the residents of the
school district a school incone tax, the basis of which shall be
taxabl e incone as reported to the Commonweal th of Pennsyl vani a
pursuant to Article Ill of the act of March 4, 1971 (P.L. 6,

No. 2), known as the "Tax Reform Code of 1971."

(b) The school incone tax shall be effective January 1, next
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foll owi ng the approval by referendum of the alternate tax
program or of the passage by the board of the real estate tax
freeze resol ution.

(1) The school incone tax shall be payable in quarterly
install ments based on an estimate of annual incone and shal
be finally due and payable April 15, follow ng the taxable
year.

(2) The first quarterly paynment for the cal endar year
shall be due on July 15 of that year. The second quarterly
paynent shall be due Cctober 15, during the taxabl e cal endar
year. The third quarterly paynment shall be due January 15,
succeedi ng the taxabl e cal endar year, and the fourth
quarterly paynent, plus or mnus any addition or reduction in
the tax due for the cal endar taxable year shall be due and
payabl e April 15, follow ng the taxabl e cal endar year.

(c) The school district incone tax assessed for the taxable
cal endar year shall be deenmed to be revenue for the school
district fiscal year beginning in the taxable cal endar year for
which the tax i s payable.

Section 8. School business use and occupancy t ax.

(a) In the event that a school district adopts an alternate
tax program or a real estate tax freeze, the board shall |evy
upon users and occupiers of real property used for carrying on
any business within the district a school business use and
occupancy tax, nmeasured by the assessed val ue of the real
estate, the square footage of usage or occupancy and the nunber
of days of use or occupancy according to the follow ng fornul a:
Squar e feet Days of actual

occupi ed or used Assessed Rat e of use or occupancy
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val ue t axati on

Total square feet

avai |l abl e for use

or occupancy on

the real estate

Such tax shall be collected directly by the school district and
shall be effective on July 1, follow ng the adoption of the
alternate tax programor the real estate tax freeze.

(b) Such tax shall be based upon use or occupancy for the
fiscal year beginning July 1 and ending June 30 and shall be
prepaid for the fiscal year on August 15 of such year. The
prepaynment shall be for the entire year and shall be an
annual i zati on of the use or occupancy for July of such year. On
August 15 followi ng any year for which prepaynment was nade, the
owner of such real estate, and, in the event the property has
changed ownership at any tine during that year, the prior owner
or owners, shall file a final return in order that any change in
use or occupancy during such year may be resol ved. Such fi nal
return shall be acconpani ed by paynment of any tax due or a claim
for refund of any overpaynent. Refunds shall be made, on valid
clainms, by the school district wiwthin 15 days of the receipt of
the claim

(c) The authorization to |l evy and coll ect a business use and
occupancy tax shall not include the power to | evy such tax upon:

(1) Any real property to the extent that such property
is used or occupied as the principal place of residence of
the user or occupier. In the event an apportionment nust be
made between busi ness and personal use, such shall be made by
the | ocal tax assessor.

(2) Any real property exenpted fromordinary real estate
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by any ot her act.

(d) Assessed value for purposes of this act shall be
determ ned by the county assessnment ratio in effect on the
effective date of this act.

Section 9. Referendum

Whenever the board adopts a resolution proposing an alternate
tax program a referendum shall be held on the date of the next
primary el ection inmediately preceding the next muni ci pal
el ection to determne the will of the qualified electorate with
respect to the adoption thereof. Wenever the board shall file a
petition with the county board of elections of the county for a
ref erendum on the question of adopting any alternative tax
program the said county board of elections shall cause a
guestion to be placed on the ballot or on the voting machi ne
board and submtted at the primary i mredi ately preceding the
muni ci pal el ection.

The question shall be in the followng formsetting forth in
detail the proposed alternate tax program and shall include a
specification of the maximuminitial rate of each tax:

Do you favor ....... ... ?
In case of a tie vote, the status quo shall obtain. If a
majority of the voting electors on any question vote "Yes" then
the alternative tax plan shall replace, be deened adopted, as
provided in this act; but, if a majority of the electors voting
on any such question vote "No," the plan shall not be
i mpl enment ed.
Section 10. Rate of tax.

(a) Wen the board by resol ution proposes the adoption of a
school inconme tax and a school business use and occupancy t ax,

t he board shall give public notice of the proposed rates to be
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initially inplemented by:
(1) publishing the notice once in a "newspaper of
general circulation,” as defined in 45 Pa.C.S. § 101, which
is published and circulated in the school district, or such
newspaper of general circulation which has a bona fide paid
circulation equal to or greater than any newspaper published
in the school district; and
(2) posting a copy of the notice promnently in each
public school located within the district. Such notice shal
be published and posted at |east 30 but not nore than 60 days
prior to the date of the referendum
(b) The initial rates of the school inconme tax and the
school business use and occupancy tax shall be determ ned so
that the proportion of the total proposed revenues to be
coll ected by each tax is substantially the sane proportion that
the prior year's real property taxes collected on residenti al
properties plus collections fromthe m scell aneous school taxes
bei ng abol i shed, bears to the real property taxes collected for
the prior year on properties made subject to the school business
use and occupancy tax. For the purposes of this subsection,
substantially the same neans within a deviation of plus or m nus
2% of coll ecti ons.
(c) (1) For the second year that the alternate tax program
or real estate tax freeze is in effect and for each year
thereafter, the rates of each new tax shall be reviewed so
that collections in the proper proportion between them shal
be mai nt ai ned.
(2) The proper proportion between the school incone tax
and the busi ness use and occupancy tax shall be determ ned by

taki ng the percentage of the total tax collections realized
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fromthe business use and occupancy tax for the initial year

and increasing or decreasing it by the increase or decrease

in the percentage that the total assessed val ue of al

busi ness real property bears to the total assessed val ue of

all real property in the school district.

(d) In the event any alternative tax programor real estate
tax freeze is adopted by any school district pursuant to this
act, the rates established for the new taxes in their initial
year of enactnent shall be set so that the total estimated
revenues fromall taxes shall not exceed 110% of the total
revenue collections from school real property taxes and
m scel | aneous school taxes in the last year of their collection.
Section 11. Mnicipal wage taxes.

In the event a school district adopts an alternate tax
programor real estate tax freeze and thereby is forced to
abolish its wage tax enacted pursuant to the act of Decenber 31,
1965 (P.L.1257, No.511), known as "The Local Tax Enabling Act,"”
any municipality or municipalities coterm nous with the school
district which also Il evy a wage tax pursuant to "The Local Tax
Enabling Act"” shall have the rate at which they collect such tax
frozen at the effective rate of collection, pursuant to the rate
sharing provisions of section 8 of "The Local Tax Enabling Act”
on the day inmediately preceding the day its school district
abol i shes its wage tax.

Section 12. Tenant rent reduction.

(a) Each landlord shall reduce rental paynents required of
each tenant in an amount equal to any reduction or elimnation
of the school real property tax resulting fromthe adoption of
an alternate tax programwhich is applicable to real estate

| eased by said tenant as a residential rental unit. The rental
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reduction shall be calculated by dividing the total real
property tax reduction or elimnation applicable to said real
property during the course of the initial tax year into the
nunber of rental paynents required of the tenant during said tax
year. In cases where nore than one rental unit is situated upon
any tract of real estate affected by said tax reduction or
elimnation, the landlord shall reduce the rent of each tenant
in a proportion equal to the total anobunt of rental space that
the rental unit | eased by the tenant bears to the total rental
space of all rental units situated upon said trace of rea
estate.

(b) The landlord shall reduce the rental paynents required
of each tenant comrencing with the first date on which the
tenant is required to pay rent subsequent to the effective date
of the reduction or elimnation of the school real property tax.

(c) The department shall pronul gate uniformregul ations
applicable to each school district adopting an alternate tax
program for the purpose of ensuring that |andlords and tenants
| easing real estate therefromreceive adequate notice of the
rights and obligations provided for in this section.

(d) Each landlord, within 60 days following the first rent
paynent date subject to a rent reduction required by this
section, shall notify the board on a form prepared by the
departnment to be made avail abl e upon request by the board of an
item zed schedul e of the required rent reductions applicable to
each tenant entitled thereto together with such proof as the
board may require that each tenant has received the proper
reduction in periodic rental paynents.

(e) In the event that a landlord shall fail to reduce rental

paynents in the manner required by this section within 30 days
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of receipt of a witten notification froma tenant requesting
same, said landlord shall be liable to the tenant for danages in
an anmount equal to three tines the rent reduction to which the
tenant would be entitled had the landlord conplied with this
section, provided the tenant brings an action within 60 days of
said witten request. No tenant shall have a | ease term nated or
nonr enewed because for exercising a right conferred by this
section. Any term nation or nonrenewal of a |ease occurring

wi thin one year of any witten notification made by a tenant
pursuant to this subsection, shall establish a rebuttable
presunption that said term nation or nonrenewal was in
retaliation for the exercise of a right conferred by this
section if the |l andlord had been in nonconpliance prior to the
recei pt of said notification.

Section 13. Duration of alternate programor freeze.

(a) Any alternate tax programor real estate tax freeze
adopted by any school district shall remain in force and effect
for not |less than ten years unless the school district
substitutes therefore, an alternate tax program providing for
| ess reliance upon the school real property tax as a neans of
taxation. Nothing in this section shall be deemed to inpair the
authority of the school board to alter the rate of the schoo
i ncome tax or the school business use and occupancy tax in the
manner aut horized by this act, at any tine.

(b) The departnment shall cooperate fully with any school
district requesting aid in providing for any alternative tax
program aut hori zed by this act.

Section 14. Effective date.

This act shall take effect on January 1, 1980.
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