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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2550 5%

I NTRODUCED BY TADDONI O, KUKOVI CH, SHUMAN, ZCORD, ZELLER, KNEPPER,
McCLATCHY, GALLEN, LEHR, FISHER, WENCGER, POTT, VALI CENTI AND
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A JO NT RESOLUTI ON
Proposi ng an anmendnent to the Constitution of the Commonweal th
of Pennsylvania regulating [imts on State and | ocal taxes
and providing for the refund of surplus State revenues to

t axpayers.

The General Assenbly of the Conmonweal th of Pennsyl vani a
declares it is in the best interests of the people of the
Commonweal th to effect an orderly reduction of their tax burden,
wi thout shifting costs to |ocal governnment, by proposing this
constitutional amendnent to limt and reduce State taxes;
provide for refunds to the taxpayers of surplus State revenues;
[imt |ocal property tax rates; establish funding procedures for
energency situations; and require voter approval of taxes which
exceed the |imts set forth in this constitutional anmendment.

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

Section 1. The follow ng anendnent to the Constitution of

t he Commonweal th of Pennsylvania is proposed in accordance wth

the provisions of Article Il thereof:
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That a subdi vi si on headi ng be added foll owi ng the headi ng of
Article VII'l, and that a subdivision be added to Article VIII
to read:

Article VI
TAXATI ON AND FI NANCE

B. Revenue Control and Tax Reducti on

8§ 18. State tax revenue limt; tax surplus funds.

(a) There shall be a State tax revenue linmt, determ ned as

provided in this subdivision.

(b) |If State tax revenues for any fiscal year exceed the

State tax revenue limt for that fiscal year, the excess shal

be transferred to the Tax Surplus Fund, which is hereby

est abl i shed.

(c) The Tax Surplus Fund shall be used only for one or nore

of the foll owi ng purposes:

(1) For tax refunds or reductions.

(2) For approved energency situati on appropriations under

section 22.

(d) The General Assenbly shall mnimze accunul ati ons within

the Tax Surplus Fund by maki ng periodic tax refunds or

reductions as permtted by this article.

8 19. Appropriation limt.

No appropriati on shall cause an expendi ture during any fi scal

vear of State tax revenues for that fiscal year in excess of the

tax revenue limt for that fiscal year, other than for tax

refunds or, pursuant to section 22, for energency Situations.

Subj ect only to such exceptions, any such expenditure i n excess

of the State tax revenue limt is prohibited. The General
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Assenbly shall, prior to any other appropriation, first make

provi sion for the paynent of the principal and interest on the

i ndebt edness of the Commpbnweal t h.

8§ 20. State tax adjustnents; personal incone tax reduction.

(a) The inposition of any new tax or the change in the rate

or base of any tax by the General Assenbly shall be by statute

passed by roll-call vote entered in the journal, two-thirds of

the nmenbers el ected to each House concurring, except for tax

refunds or reductions by appropriations specifically declared to

be out of the Tax Surplus Fund which shall be by statute passed

by a vote of the majority of the nmenbers el ected to each House.

(b)Y For cal endar years begi nning after the year of adoption

of this subdivision and thereafter, the State personal incone

tax liability of taxpayers shall not include the first $2,000 of

i ncone of single individuals or the first $4,000 of incone of

marri ed couples. The provisions of this subsection may be

nodi fied by statute passed by roll-call vote entered in the

journal, two-thirds of the nenbers el ected to each House

concurring.

8§ 21. State tax revenue limt adjustnment by el ection.

The State tax revenue limt may be i ncreased or decreased by

a desi gnated dollar anpbunt by a majority vote of the people at a

statew de el ecti on approvi ng a neasure placed on the ball ot by

the CGeneral Assenbly by a roll-call vote entered into the

journal, two-thirds of the nenbers el ected to each House

concurring. A nmeasure so approved shall take effect the day

after the el ection, unless the neasure provi des ot herw se.

8§ 22. Ener gency fund and energency appropri ations.

(a) A Special Enmergency Fund of not nore than 2% of the

State personal incone shall be establi shed and mai ntai ned by the
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CGCeneral Assenbly. Money appropriated to the Speci al Energency

Fund shall be from State tax revenues and shall be subject to

the State tax revenue limt.

(b) Upon the Governor's declarati on of an energency

situation and the exhausti on of such energency funds as may be

avai l able fromthe Federal Governnent, the General Assenbly may

make appropriations to neet the emergency situation fromthe

Speci al Energency Fund or, if that fund i s exhausted, either

fromthe Tax Surplus Fund or from State tax revenues derived

froma specific tax i ncrease or a specific new tax desi gnated

for the emergency situati on and enacted in accordance with

section 26. Any tax so enacted shall remain in effect no | onger

than two years, unless its continuation i s approved by a

majority of the votes cast for and agai nst its conti nuance at a

statewi de el ecti on.

§ 23. Local taxes.

(a) The maxi num property tax rates of each local entity are

set at the higher of the rates levied for either of the two

fiscal years i mmedi ately preceding the date this subdi vi sion

becones effective. The nmaxi nrum property tax rates for a | ocal

entity created after the effective date of this subdivision

shall be established by the electorate of the |local entity at

the tine of its creation.

(b) To permt adjustnent of the maxi num property tax rates

set in subsection (a), the General Assenbly shall enact

statutes, within the general intent of this subdivision, to

(1) WNMaxi num property tax rates to be i ncreased or decreased

to reflect cost variations due to cost-of-living or popul ati on

changes not offset by assessed val uati on changes or to all ow for
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ot her special circunstances creating hardship for individual

| ocal entities.

(2) WNMaxi num property tax rates to be i ncreased or decreased

when aut hori zed by the el ectorate of the local entity, or if

there is no electorate, then as provided by the General

(3) WNMaxi num property tax rates to be increased by a four-

fifths vote of the governing board of a |local entity, to secure

revenue to defray the costs of an energency situation affecting

the local entity, but any such increase shall remain in effect

no | onger than two years, unless its continuation i s approved by

the |local entity's el ectorate.

(c) Al property taxable by local entities shall be assessed

at a uniformpercentage of full value established by the General

Assenbly. |If that percentage is any figure other than one

hundred, the maxi mumrates prescri bed i n subsections (a) and (b)

shall be converted i nto new nmaxi nuns by nultiplying them by one

hundred and di vidi ng them by the new assessnent percentaqge. Ful

value, as used in this subsection, neans fair nmarket val ue or

such other standard of value as is required or authorized under

this Constitution.

(d) No local entity shall inpose, |levy or collect any new

tax or increase any exi sting tax upon or neasured by i ncone, or

any part thereof, except as authorized by the General Assenbly

by a statute passed by a roll-call vote entered in the journal,

two-thirds of the nenbers el ected to each House concurri ng.

8§ 24. Protection of |local entities from State i nposed costs.

(a) After the effective date of this subdivision, no new

program or increase in |level of service under an existing

program shall be mandated to |ocal entities by the Conmbnweal th
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until an appropri ati on has been made to pay to the | ocal

entities the costs of the mandated program or service, but no

appropriation for paynents to |local entities shall be required

if such programor increase in |evel of service under a program

is deternmined by the General Assenbly to be applicable generally

to private entities or individuals, as well as to | ocal

entities.

(b)Y The General Assenbly shall enact statutes to establish

procedures for inplenenting this section consistent with the

followi ng principles and directives:

(1) The performance of functions or services not required to

be perforned prior to a nandate to the local entity shall be

consi dered a new programor increase in | evel of service.

(2) The increased workl oad under an exi sting program the

i mpl enentation of statutes existing at the effecti ve date of

this subdivision or the definition of a new crine or change in

the definition of an existing crine by statute shall not be

consi dered a mandated new program or a nandated i ncrease in

| evel of service.

8§ 25. Mai nt enance of | ocal property tax relief.

(a) |If the Commonweal th reduces | ocal property tax relief by

decreasi ng the specific unit anount, rate or percentage

establ i shed by statute for paynments nade under fornula to | ocal

entities fromthat in effect upon the effective date of this

subdi vision, the State tax revenue limt shall be decreased by

an anpunt equi val ent to the decrease in paynents to | ocal

entities.

(b)Y The adjustnent to the State tax revenue linmt required

by this section shall be nade in the first fiscal year of the

decrease of paynent described in subsection (a). Such adjustnent
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shall remain in effect for each subsequent fiscal year.

8§ 26. Adjustnents for program and cost transfers.

To mai ntain a bal ance between the tax burden and the cost of

specific governnent progranms at the State and | ocal | evel, and

to further acconplish the purposes of this subdivision, the

CGCeneral Assenbly shall enact statutes consistent with the

followi ng principles and directives:

(1) |If the General Assenbly enacts a specific property tax

relief neasure funded by State tax revenues or if, by order of

any court, the costs of a programare transferred from | ocal

entities to the Conmmpbnweal th, the State tax revenue linmt may be

i ncreased, providing the naxi nrum property tax rates of affected

|l ocal entities are commensurately decreased.

(2) |If the costs of a programare transferred fromthe

Commpnweal th or local entities to the Federal Governnent, the

State revenue linmt or the maximumtax rates of affected | ocal

entities shall be commensurately decreased.

(3) |If the costs of a programare transferred to or inposed

on existing or newly created |ocal entities by Federal Law or

the order of any court, the nmaxi num property tax rates of

affected local entities may be commensurately i ncreased,

pursuant to such specific conditions of Conmonweal th approval in

each case as the General Assenbly nmay inpose.

(4) |If the costs of a programare transferred bet ween

existing or newly created |ocal entities, the maxi num property

tax rates of each shall be commensurately adjust ed.

(5) |If Federal taxes are reduced on condition that the

Commpnweal th i ncrease expendi tures by an anpunt equi val ent to

the Federal reduction, the State tax revenue limt nmay be

i ncreased by such anount.
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(6) The adjustnents required by this section of the State

Tax Revenue Linmt and the maxi num property tax rates shall be

made in the first fiscal year of transfer or operation. Such

adj ustnent shall remain in effect for each subsequent fi scal

year.

8§ 27. Econom c esti nates conm SSi on.

(a) There shall be an Econonic Estimates Conni SSi on

consi sting of the Auditor CGeneral; an appoi ntee of the Governor

as designated by him and a desi gnee appoi nted by the General

Assenbly who is not a nenber of the General Assenbly, sel ected

in a manner provided by the joint rules of the General Assenbly.

The conm ssion shall act by a vote of two-thirds of its

menber shi p. The comm ssi on chairman shall be desi gnated by the

Governor. The conmission shall utilize the resources of existing

State agencies in carrying out its duties.

(b)Y The conm ssion shall determ ne and publish, prior to

April 1 of each year, the State tax revenue limt for the

follow ng fiscal year by maki ng and publishing all necessary

estimates and cal cul ati ons as provided in this subdivision. |f

this subdivision is effective after April 1 but before July 1,

the conm ssion shall determne the State tax revenue limt for

the com ng fiscal year as soon after enactnent as it can act. |f

it does not act prior to July 1, the State tax revenue lim¢t for

that fiscal year shall be the anobunt of the State tax revenue

for the previous fiscal year. The conm ssion shall al so

deterni ne and publish such estimtes of the State tax revenue

limt as are necessary for the orderly and proper devel opnent of

State budgets. |If the conmm ssion does not act to deternine the

State tax revenue limt before July 1 of a fiscal year, the

State tax revenue limt for that fiscal year shall remain the

19780H2550B3377 - 8 -



© 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

sane as for the previous fiscal year.

8§ 28. Conputation of State tax revenue linmt.

(a) The State tax revenue limt for a fiscal year shall be

conputed as the dollar sum of:

(1) The greater of the foll ow ng:

(i) the dollar anmount derived by nmultiplying together the

State tax revenue limt incone quotient for the specified fiscal

vear and the State personal incone for the cal endar year in

whi ch the specified fiscal year commences; or

(ii) the dollar amount derived by multiplying together the

State tax revenue limt popul ation-inflation quotient, the State

popul ati on for the cal endar year in which the specified fiscal

vear commences and the consuner price index; and

(2) the dollar anmobunt increase or decrease to the State tax

revenue |limt authorized for that fiscal year pursuant to

sections 21, 25 and 26.

(b)Y |If the statistical series used to deternine the consuner

price index, State personal incone and State popul ati on, are

reconput ed by or succeeded by new series reported by the United

States Departnment of Commerce or the United States Departnent of

Labor or a successor agency of the United States Governnent, the

State tax revenue linmt incone quotient or State tax revenue

limt popul ation-inflation quotient shall be re-derived in

accordance with the reconputati on or new series, and the re-

derived quotient shall be used in conputing the State tax

revenue limt for the fiscal year succeeding the fiscal year in

whi ch the quoti ent was re-derived.

8§ 29. Bonds and pensi ons.

(a) Nothing in section 19 or in any other provision of this

article shall limt the taxes | evied or otherwise to be | evied
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or appropriations nade for the paynent or di scharge of any

i ndebt edness of the Commonweal th and the i nterest thereon

heretofore or hereafter authorized by vote of the el ectors, or

Commpnweal th notes or other securities issued in anticipation of

the coll ection of taxes, and all bonds or other indebtedness of

the Commonweal th shall be payable fromtaxes of any kind or

character which may be | evied by the Conmmbnweal th wi t hout

limtation of rate or anbunt.

(b) Nothing in this subdivision shall linmit any indebtedness

or liability of local entities which has been duly authorized by

a vote of the electors thereof. Al taxes or assessnents

required to be levied or collected for the paynent of

i ndebt edness so i ncurred nay be | evied upon all property subject

to taxation or special assessnent by the |ocal entities w thout

limt as to rate or anount, the maxi num property tax rates

applicable herein shall not apply to the paynent of indebtedness

SO0 i ncurred.

8 30. | npl ementi ng st atutes.

(a) The General Assenbly, by statute, shall establish

procedures for elections required by this subdivision, shal

appropri ate funds for any statew de special election called

pursuant to this subdivision and shall enact any other statutes

necessary to carry out the provisions of this subdivision.

(b) The General Assenbly, by statute, nay deternmi ne the fund

or funds fromwhich transfers to the Tax Surplus Fund shall be

made, unless this Constitution restricts the use of a desi gnated

fund to other specified purposes. In the absence of statutory

provisions to the contrary, transfer to the Tax Surplus Fund

shall be fromthe General Fund.

§ 31. Definitions.
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1 As used in this subdivision:

2 "Consuner_price index" neans the nunber reported as the

3 consuner _price index for the United States (Base Year 1967=100)
4 by the United States Departnment of Labor, or successor agency of
5 the United States Governnent, for the nost current nonth in its
6 latest official publication.

7 "Energency situation” nmeans an _extraordinary occurrence

8 requiring unanticipated and i nmedi ate expenditures to preserve
9 the health and safety of the people.

10 "Enpl oynent trust funds" neans the Unenpl oynent Conpensati on
11 Fund, Unenpl oynent Admi nistration Fund, Unenpl oynent Speci al

12 Administration Fund, State Worknen's | nsurance Fund, State Work
13 Relief Conpensation Fund, Stock Wrknen's Conpensation Security
14 Fund, State Enployees' Retirenent Fund, Public School Enpl oyees’
15 Retirenent Fund, and other similar trust funds.

16 "Estinmated State tax revenues" neans the dollar anount of

17 State tax revenues as estimated by the Economi c Estinates

18 Conmi ssi on.

19 "Excluded State revenues" neans:
20 (1) The follow ng receipts:
21 (i) Intergovernnental transfer paynents.
22 (ii) Contributions and deposits to, receipts of, incone of
23 and proceeds of capital transactions of enploynent trust funds.
24 (iii) Revenue derived froma specific tax levied as
25 pernmtted in section 22 to the extent such revenue is used to
26 neet an _energency situation.
27 (iv) Proceeds fromthe sale or issuance of State bonds or
28 notes.
29 (v) Gants and contract incone for projects or research

30 sponsored and funded by non-gover nnental agenci es.
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(vi) Internal fund transfers such as inter-fund or inter-

agency transfers, revenue, reinbursenents, abatenents, advances,

| oans, repaynent of | oans.

(vii) Proceeds fromthe sale of investnents and the

redenpti on of matured securities.

(viii) Proceeds fromthe sale of real and personal property.

(ix) Gfts, donations, beguests to the State.

(x) Endownent i ncone.

(xi) Service fees and charges derived from projects which

are financed by revenue bonds secured solely by the revenue of

such projects to the extent that such fees and charges are used

for the paynent of principal and i nterest on such bonds.

(2) The foll owi ng fees:

(i) Proceeds fromthe activities of the State university and

coll ege system including, but not limted to, student tuition

and fees and post-secondary educati on i ncone derived from

housi nq, parking, food service, student uni on fees, book stores

or sinmilar enterprises.

(ii) Noncommercial fish and gane fees, assessnents and ot her

revenues.

(iii) Service or use fees |evied by the Departnent of

Envi ronnental Resources for recreational purposes.

(3) Fees which neet all the following criteri a:

(i) The service or product for which the fee is paid is

generally avail able froma non-State source, or the fee is

collected solely to regul ate a nonconmmerci al, nonprof essi onal or

noncrimnal activity.

(ii) The fee collected is used to defray all or part of the

costs of the State in providing the service.

(iii) The payer of the fee receives the benefit derived from
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paynent of the fee.

(iv) Are designated by statute as excluded State revenues.

"Expendi ture" means an obligation occurring at the tine and

to the extent that a valid obligati on agai nst an appropri ati on

is created. For the purpose of capital outlay in connection with

this subdivision, a valid obligati on shall be considered to have

been i ncurred when the General Assenbly appropriates the funds.

"I ntergover nnmental transfer paynents" neans doll ar anpunts

recei ved by the Commonweal th fromthe Federal CGovernment or any

| ocal entity.

"Local entity" nmeans a county, city, borough, incorporated

town, township, school district, or any sim/lar general purpose

unit of governnent which shall hereafter be created by the

CGCeneral Assenbly enconpassing an area |l ess than the entire

State, or any statewide district, or any conbi nation thereof, in

exi stence on the effective date of this subdivision or any such

entity created thereafter.

"Maxi num property tax rates" nmeans the property tax rate or

rates and ad val orem speci al assessnent rate or rates for any

| ocal entity.

"State personal incone" neans the estinate nmade by the

Econom ¢ Esti nates Comm ssi on of the dollar anobunt that will be

reported as total incone by persons for the Commpbnweal t h of

Pennsyl vania for the specified cal endar year by the United

States Departnment of Conmerce or Successor agency in its

official publications.

"State popul ati on" neans the estinmate nmade by the Econonic

Esti mates Conmi ssion of the nunber that will be reported as

total popul ati on of the Commonweal th of Pennsyl vania for the

speci fied cal endar year by the United States Departnent of
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Commerce or successor agency in its official publications.

"State tax revenue" neans the revenue of the Comonweal th

fromevery tax, fee, penalty, recei pt and other nonetary

exaction, interest in connection therewith, and any transfer out

of the Tax Surplus Fund other than for tax refund, except that

excluded State revenues shall not constitute State tax revenues.

"State tax revenue lint inconme quotient" neans:

(1) For the first fiscal year after the effective date of

this subdivision, the nunber derived by dividing the sum of

estinated State tax revenues for the previous fiscal year by the

State personal incone for the cal endar year in which the

previ ous fiscal year began.

(2) For each fiscal year succeeding the first fiscal year,

the nunber derived by dividing the State tax revenue limt for

the previous fiscal year by the State personal incone for the

previ ous cal endar vyear.

"State tax revenue lint popul ati on-i nfl ati on quoti ent" neans

t he nunber derived by dividing the estimated State tax revenue

for the previous fiscal year by the State popul ati on for the

cal endar year in which the previous fiscal year began as

multiplied by the consuner price i ndex available to the Econonic

Esti mates Conmi ssion at the tine it conputes the State tax

revenue limt for the new fiscal year.
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