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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 22755

| NTRODUCED BY PALLONE, BEBKO- JONES, CALTAG RONE, CAWEY, CURRY,
FABRI ZI O, GRUCELA, HANNA, HARHAI, KOTI K, PI STELLA, READSHAW
SAI NATO, SCAVELLO, SIPTROTH, STURLA, SURRA, THOVAS, Tl GUE
WHEATLEY, WOINAROSKI AND YOUNGBLOOD, NOVEMBER 28, 2005

REFERRED TO COVMM TTEE ON FI NANCE, NOVEMBER 28, 2005

AN ACT

1 Anending the act of July 5, 2004 (P.L.654, No.72), entitled "An
2 act providing for taxation by school districts, for State

3 funds and for wage and net profits tax relief in cities of

4 the first class; and naking an appropriation,™ further

5 providing for definitions, for limtations, for general tax
6 aut hori zation, for property tax limts on reassessnent, for
7 qual i fying contribution, for adoption of referendum for

8 public referendumrequirenents for increasing certain taxes,
9 for disposition of incone tax revenue and property tax
10 reduction allocations, for honmestead and farnstead exclusion
11 process, for definitions, for State property tax reduction
12 al l ocation and for senior citizen honestead property tax
13 reducti on; and meki ng editorial changes.

14 The General Assenbly of the Conmonweal th of Pennsyl vani a

15 hereby enacts as foll ows:

16 Section 1. The definitions of "enploynent cost index,"

17 "index" and "Statew de average weekly wage" in section 302 of

18 the act of July 5, 2004 (P.L.654, No.72), known as the Homeowner
19 Tax Relief Act, are anmended to read:

20 Section 302. Definitions.

21 The foll ow ng words and phrases when used in this chapter

22 shall have the neanings given to themin this section unless the
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context clearly indicates otherw se:

* x *

["Enpl oynment Cost Index." The nost recent official figures,
for the previous 12-nonth period beginning July 1 and endi ng
June 30 for the Enploynment Cost Index Series for Elenentary and
Secondary Schools, reported by the Bureau of Labor Statistics of
t he Federal Departnent of Labor.]

* x *

"Index." [As follows:

(1) Except as set forth in paragraph (2), the average of
t he percentage increase in the Statew de average weekly wage
and the Enpl oynent Cost | ndex.

(2) For a school district with a market val ue/incone aid
ratio greater than 0.400 for the school year prior to the
school year for which the index is calcul ated, the val ue
under paragraph (1) nultiplied by the sum of:

(1) 0.75; and
(i1i) the school district's market val ue/incone aid
ratio for the school year prior to the school year for

which the index is calculated.] Arate not to exceed an

i ncrease of 10% of the nmllage rate of the school

district.
["Statew de average weekly wage." That anount determ ned by
t he Departnent of Labor and Industry in the sane manner that it
determ nes the average weekly wage under section 404(e)(2) of
the act of Decenber 5, 1936 (2nd Sp. Sess., 1937 P.L.2897, No.1),
known as the Unenpl oynent Conpensation Law, except that it shal

be cal cul ated for the precedi ng cal endar year.]

* * %
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Section 2. Sections 303(1), 321(b), (c) and (d), 327, 331,
332, 333, 334, 342, 502 and 505 of the act are anended to read:
Section 303. Limtations.

This chapter shall not be construed to affect the power of a

1

2

3

4

5 school district to do any of the foll ow ng:

6 (1) To elimnate its occupation tax pursuant to the act
7 of June 22, 2001 (P.L.374, No.24), known as the Optional

8 Cccupation Tax Elimnation Act. Except [for the rnuni ci pal

9

el ection of 2007 or] for an election in which a school

10 district seeks to inpose a personal incone tax under section
11 321(c), a school district may place such referendum questi on
12 on the ballot at the sane mnunicipal election as a referendum
13 guestion placed on the ballot pursuant to Subchapter D. If a
14 school district converts its earned inconme and net profits
15 tax to a personal inconme tax under this chapter, the school
16 district may not utilize the Optional QOccupation Tax

17 El i m nati on Act.

18 * %

19 Section 321. GCeneral tax authorization.

20 * x *
21 (b) Earned incone and net profits tax.--

22 [(1) Pursuant to section 331, a board of school

23 directors may | evy, assess and collect a tax of 0.1% on

24 earned inconme and net profits of resident individuals for

25 pur poses of qualifying for a property tax reduction

26 al l ocati on under Chapter 5 to fund honestead and farnstead
27 excl usi ons. ]

28 (2) [In addition to the authorization provided under

29 paragraph (1), a] A school district may, in accordance with
30 section 332, levy [an additional] a tax on earned i ncone and
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net profits of resident individuals for the purpose of
further funding honmestead and farnstead excl usions.

(3) Except as authorized in paragraph (4), the conbi ned
rate of the earned inconme and net profits tax authorized
under [paragraphs (1) and] paragraph (2) shall not exceed the
rate required to rai se revenue which, when conbined with the
school district's property tax reduction allocation under
Chapter 5, all revenue received under section 324 and al
ot her revenue currently collected to fund honmestead and
farnmstead exclusions, will be sufficient to fund excl usions
for honestead property and farnstead property equal to the
maxi mum excl usi on under 53 Pa.C.S. § 8586 (relating to
[imtations). [The board of school directors shall round the
rate of the earned inconme and net profits tax |evied pursuant
to this section to the nearest 0.1%] For purposes of
calculating the [conbined] tax rate, the portion of tax
dedi cated to the increase in revenue permtted under
paragraph (4), if any, shall be excl uded.

(4) Notw thstanding section 334, the rate of the earned
income and net profits tax proposed to be | evied and assessed
for the fiscal year inmmediately followi ng the year in which
the tax is authorized may provide for an increase in revenue
of not nmore than 2% of the estimated revenue fromthe earned
income and net profits tax authorized under paragraph (2),
whi ch may be used for the operations of the school district.
(c) Personal incone tax.--

(1) [After conplying with section 331, a] A board of
school directors may | evy, assess and collect a tax on the
personal income of resident individuals at a rate determ ned

by the board of school directors.
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1 (2) A school district which seeks to |levy the tax

2 aut hori zed under paragraph (1) nmust conply with section 332
3 and the foll ow ng:

4 (i) The school district shall convert, in a revenue-
5 neutral manner, any existing earned incone and net

6 profits tax rates |levied [pursuant to any other act] to a
7 personal incone tax rate.

8 [(i1) The 0.1% earned incone and net profits tax

9 i nposed pursuant to section 331 shall be converted to a
10 personal income tax rate which generates the sane anount
11 of tax revenue and shall be used for funding excl usions
12 for honestead and farnstead property.]

13 (ti1) A school district may, in accordance with

14 section 332, levy an additional tax on the personal

15 i ncome of resident individuals for the purpose of further
16 fundi ng honestead and farnstead excl usi ons.

17 (iv) For purposes of the referendum question

18 requi red under section 332, the personal incone tax

19 aut hori zed under paragraph (1) shall be levied at a rate
20 whi ch, when conbined with [the revenue generated under
21 subpar agraph (ii),] the school district's property tax
22 reduction allocation under Chapter 5, all revenue
23 recei ved under section 324 and all other revenue
24 currently collected to fund honestead and far nst ead
25 excl usi ons, does not exceed the tax rate required to fund
26 excl usions for honmestead and farnstead property equal to
27 t he maxi num excl usi on under 53 Pa.C. S. § 8586. The board
28 of school directors shall round the rate of the personal
29 income tax |evied pursuant to this subparagraph to the
30 nearest 0.1% For purposes of calculating the conbi ned

20050H2275B3185 - 5 -
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tax rate, the portion of tax dedicated to the increase in

revenue permtted under paragraph (6), if any, shall be

excl uded.

(3) Al revenue generated by a school district pursuant
to paragraph [(2)(ii) and (iii)] (2)(iii) shall be used as
provided in section 334 for the purpose of funding exclusions
for honestead and farnstead property.

(4) |If a board of school directors seeks to inpose a
personal income tax under this subsection and the referendum
under section 332 is approved by the el ectorate, the board of
school directors shall have no authority to inpose an earned
income and net profits tax under subsection (b) or under any
ot her act.

(5) A personal incone tax inposed under the authority of
this section shall be levied by the school district on each
of the classes of inconme specified in section 303 of the Tax
Ref orm Code and regul ati ons under that section, the
provi sions of which are incorporated by reference into this
chapter.

(1) Notw thstandi ng the provisions of section 353(f)
of the Tax Reform Code, the Departnent of Revenue may
permt the proper officer or an authorized agent of a
school district inposing a personal income tax pursuant
to this chapter to inspect the tax returns of any
t axpayer of the school district or may furnish to the
of ficer or an authorized agent an abstract of the return
of income of any current or former resident of the school
district, or supply information concerning any item of
i ncome contained in any tax return. The officer or

aut hori zed agent of the school district inposing a tax

20050H2275B3185 - 6 -
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r this chapter shall be furnished the requested
rmati on upon paynent to the Departnent of Revenue of
actual cost of providing the requested information.
(i1i) (A Except for official purposes or as
provided by law, it shall be unlawful for any officer
or authorized agent of a school district to do any of
t he foll ow ng:

(1) Disclose to any other individual or
entity the anount or source of income, profits,
| osses, expenditures or any particul ar
i nformati on concerning incone, profits, |osses or
expenditures contained in any return.

(I'1) Permt any other individual or entity
to view or exam ne any return or copy of a return
or any book containing any abstract or
particul ars.

(1) Print, publish or publicize in any
manner any return; any particular information
contained in or concerning the return; any anount
or source of incone, profits, |osses or
expenditures in or concerning the return; or any
particul ar i nformation concerning incone,
profits, |osses or expenditures contained in or
relating to any return.

(B) Any officer or authorized agent of a school
district that violates clause (A):

(1) WMy be fined not nore than $1, 000 or
i npri soned for not nore than one year, or both.

(1) My be renmoved fromoffice or
di scharged from enpl oynent .

-7 -
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(6) Notw thstanding section 334, the rate of the
personal income tax proposed to be | evied and assessed for
the first fiscal year inmediately followi ng the year in which
the tax is authorized may provide for an increase in revenue
of not nmore than 2% of the estimated revenue fromthe
personal inconme tax authorized under paragraph (2)(iii),
whi ch may be used for the operations of the school district.
(d) Execution of tax rate.--[An earned income and net

profits tax rate or personal incone tax rate authorized under
this section and i nposed pursuant to section 331 shall be self-
executing and shall be effective beginning on the first day of
the fiscal year in which a school district will receive a
paynment under section 505(b).] A tax authorized under section
332 shall be self-executing and shall be effective beginning on
the first day of the fiscal year which begins after the tax is
aut horized. A tax rate under this subsection shall continue in
force on a fiscal year basis w thout annual reenactnent except
in a year in which the rate of the tax is changed or the tax is
r epeal ed.

Section 327. Property tax limts on reassessnent.

Not wi t hst andi ng any other provision of law, including this
act, after any county makes a countyw de revision of assessnent
of real property at val ues based upon an established
predetermned ratio as required by law or after any county
changes its established predetermned ratio, a board of school
directors in a school district located within that county that
[ has adopted a resolution inposing the tax under section 331 or
in which a referendum under section 332 has been approved by the
el ectorate which], after the effective date of this section, for

the first tine levies its real estate taxes on that revised

20050H2275B3185 - 8 -
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assessnment or valuation shall for the first year reduce its tax
rate, if necessary, for the purpose of having the percentage
increase in taxes levied for that year against the real
properties contained in the duplicate for the precedi ng year be
| ess than or equal to the index for the preceding year
notwi t hstandi ng the increased val uations 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 valuations based on new i nprovenents nade to

exi sting houses need not be considered. The tax rate shall be
fixed for that year at a figure which will acconplish this

pur pose. The provisions of section 333 shall apply to increases
in the tax rate above the Iimts provided in this section.

Section 331. Qualifying contribution not required.

[(a) Ceneral rule.--Except as set forth in subsection (b), a
school district shall, by resolution, |evy, assess and coll ect
the 0.1% earned i ncome and net profits tax authorized under
section 321(b)(1) in order to qualify for a property tax
reduction allocation under section 505. The board of school
directors shall adopt the resolution by May 30 of the first year
in which a certification under section 503(a) is nmade. Wthin
five days after adopting the resolution, the board of school
directors shall notify the departnment in a form and manner
prescri bed by the department in order to establish the school
district's eligibility to receive a property tax reduction
al l ocation pursuant to Chapter 5.

(b) Exception.--Subsection (a) shall not apply if any of the
foll ow ng apply:

(1) A school district which does not, prior to May 30 of

20050H2275B3185 - 9 -



1 the year in which a school district will receive a paynent

2 under section 505(b), inpose an earned inconme and net profits
3 tax under the Local Tax Enabling Act or any other statute nmay
4 qualify for a property tax reduction allocation under Chapter
5 5 without levying the tax required under subsection (a) if

6 the school district proposes a referendumrequired under

7 section 332(e). The board of school directors shall adopt a
8 resol uti on proposing a referendum by May 30 of the year in

9 which a certification under section 503(a) is made. Wthin

10 five days after adopting the resolution, the board of school
11 directors shall notify the departnment in a form and manner

12 prescri bed by the department in order to establish the school
13 district's eligibility to receive a property tax reduction

14 al l ocation pursuant to Chapter 5. If a referendum proposed

15 under section 332(e) is not approved by the electorate, a

16 district shall enact by resolution the 0.1% earned i nconme net
17 profits tax authorized under section 321(b)(1) in order to

18 maintain eligibility for a property tax reduction allocation
19 under Chapter 5.
20 (2) A referendum proposed under section 332(d.1) is
21 approved by the electorate.]
22 A school district that did either of the following in order
23 to qualify for a property tax reduction allocation under_section
24 505 shall not be required to levy, assess or collect the tax in
25 order to receive an allocation under_section 505:
26 (1) Adopted a resolution by May 30, 2005, intending to
27 | evy, assess and collect the 0.1% earned incone_and net
28 profits tax authorized under forner section 321(b)(1).
29 (2) Proposed a referendum question at the nunici pal
30 el ection of 2005.

20050H2275B3185 - 10 -



1 Section 332. Adoption of referendum

2 (a) GCeneral rule.--A board of school directors [that

3 conplies with section 331] may | evy, assess and collect an

4 earned inconme and net profits tax authorized under section

5 321(b)(2) or a personal income tax authorized under section

6 321(c), only after obtaining the approval of the el ectorate of

7 the school district in a public referendum

8 (b) Submttal of referendum--[In addition to the referendum
9 question required under subsection (e):]

10 (1) A board of school directors nmay submt, at a

11 muni ci pal el ection, a referendum question to the el ectors of
12 t he school district seeking voter approval allow ng the

13 school district to |levy, assess and collect an earned incone
14 and net profits tax or a personal incone tax for the purpose
15 of annually fundi ng honmestead and farnstead exclusions. Prior
16 to placing a referendum question on the ballot, the board of
17 school directors nust adopt a resolution pursuant to this

18 chapter. The board of school directors nust give public

19 notice of its intent to adopt the resolution in the manner
20 provi ded by section 4 of the Local Tax Enabling Act and nust
21 conduct at | east one public hearing on the resol ution.
22 (2) The board of school directors shall submt the
23 ref erendum question required under this section to the
24 el ection officials of each county in which the school
25 district is situate no |ater than 60 days prior to a
26 muni ci pal election. The election officials shall cause the
27 ref erendum question to be subnmtted to the electors of the
28 school district.
29 (3) The referendum question shall state the rate of the
30 proposed earned incone and net profits tax or personal incone

20050H2275B3185 - 11 -
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tax to be levied, the reason for the tax, the estimted per
honest ead tax reduction and the current rate of earned inconme
and net profits or personal incone tax |levied by the school
district. The question shall be clear and in | anguage that is
readi | y understandabl e by a | ayperson and shall be franmed in
one of the following forms with the school district

resol ution enunerating the variabl e anmounts represented by
the ternms X, Y and Z:

(i) Do you favor inposing an additional X% (insert
name of tax)? The revenue generated fromthe increased
tax rate will be used to reduce taxes on qualified
residential property by an estimated anmount of $Y. The
current (insert nanme of tax) for the school district is
Z%

(1i) Do you favor converting the school district's
current earned incone and net profits tax into a personal
income tax at X% The revenue generated fromthe personal
income tax will be used to reduce taxes on qualified
residential property by an estinmated anount of 3$Y and to
repl ace the revenue fromthe current school district's
earned inconme and net profits tax, which is now | evied at
Z%

(4) The election officials of each county shall, in
consultation with the board of school directors, draft a
nonl egal interpretative statenent which shall acconpany the
ref erendum question in accordance with section 201.1 of the
act of June 3, 1937 (P.L.1333, No.320), known as the
Pennsyl vani a El ection Code. The nonlegal interpretative
statenment shall informthe voters of:

(i) the reason for the tax;

20050H2275B3185 - 12 -



(ii) the estimated increase in revenue which the
board has included in the proposed tax rate as authorized
under section 321(b)(4) or section 321(c)(6);

(ti1) the estimated per honestead tax reduction; and

1

2

3

4

5 (iv) the current rate of earned income and net

6 profits tax or, if applicable, personal inconme tax |evied
7 by the school district.

8 (c) Proposed tax rate.--The proposed rate of the earned

9 incone and net profits tax or personal income tax shall be

10 established by the board of school directors [of the school

11 district in accordance with the foll ow ng:

12 (1) For the municipal election of 2007, the proposed tax
13 rate shall not be less than the rate required to provide an
14 excl usion for honestead property and farnstead property equal
15 to 50% of the maxi num excl usi on under 53 Pa.C. S. § 8586

16 (relating to limtations). The proposed tax rate shall not

17 exceed the rate required to provide an exclusion for

18 homest ead property and farnstead property equal to the

19 maxi mum excl usi on under 53 Pa.C. S. 8 8586. In calculating the
20 proposed minimumtax rate under this paragraph, a school

21 district shall include:

22 (i) funds generated fromthe tax inposed under

23 section 331;

24 (i1i) funds received pursuant to a property tax

25 reduction allocation under Chapter 5;

26 (ti1) funds received under section 324(b); and

27 (iv) any funds currently collected for the purposes
28 of providing honmestead and farnstead excl usions.

29 (2) For subsequent nunicipal elections, the proposed tax
30 rate] and shall not exceed the rate required to provide an

20050H2275B3185 - 13 -
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excl usion for honestead property and farnstead property equal

to the maxi mum excl usi on under 53 Pa.C.S. 8 8586 (relating to

limtati ons).

(d) Effective date.--Were the referendum questi on under
this section is approved by the electorate, the new rate of the
earned inconme and net profits tax or personal inconme tax shal
take effect pursuant to section 321(d).

[(d.1) Municipal election of 2005.--1n accordance wth
subsection (b), a board of school directors may propose a
ref erendum question at the nunicipal election of 2005. If a
ref erendum questi on under this subsection is approved by the
el ectorate, the school district shall be deened to have
satisfied the requirenents of section 331. If a referendum
guestion under this subsection is not approved by the
el ectorate, all of the follow ng apply:

(1) The board of school directors shall inpose the

earned inconme and net profits tax required under section 331

on residents of the school district.

(2) The tax under paragraph (1) shall take effect

begi nning on the first day of the fiscal year in which the

school district receives a paynent under section 505(b).

(e) Municipal election of 2007.--1n accordance with
subsections (b) and (c)(1), a board of school directors shal
propose a referendum question at the municipal election of 2007.
If a board of school directors fails to propose a referendum
guestion at the nunicipal election of 2007, the school district
shall be ineligible to receive a property tax reduction
al I ocati on under section 505 until a referendum question
pursuant to subsection (c)(1) is proposed in a subsequent

general or municipal election.]

20050H2275B3185 - 14 -
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(f) Public referendumrequirenents to end participation
under this chapter.--Subject to the notice and public hearing
requirenents in section 4 of the Local Tax Enabling Act and
after a period of at least four full fiscal years of [any tax

aut hori zed under section 321 being levied] allocations

aut hori zed under section 505, a board of school directors may

seek to end participation under this chapter by obtaining the

approval of the electors of the school district in a public

ref erendum at a nuni ci pal el ection.

(g) Effect on certain school districts.--
This section shall not apply to:
(1) A school district of the first class.
(2) A school district which reaches the maxi mum
homest ead exclusion allowed under 53 Pa.C. S. § 8586 when
conmbining [the tax inposed under section 331,] the property
tax reduction allocation received under section 505, funds
recei ved under section 324(b) and any funds currently
coll ected for the purpose of providing homestead excl usions.
[(3) A school district that reaches 50% of the maxi mum
homest ead excl usion allowed under 53 Pa.C.S. § 8586 when
conmbi ning the tax inposed under section 331, the property tax
reduction allocation received under section 505, funds
recei ved under section 324(b) and any funds currently
coll ected for the purpose of providing homestead excl usions.
Not hing in this paragraph shall prohibit a school district
from seeki ng voter approval to provide further homestead and
farnmstead exclusions should it elect to do so under
subsection (b).]
(h) School districts operating under 53 Pa.C.S. Ch. 87.--
[(1) A school district which is subject to 53 Pa.C. S.

20050H2275B3185 - 15 -
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Ch. 87 (relating to other subjects of taxation) may adopt the
provi sions of this chapter pursuant to this subsection.

(2) A school district which currently |evies an earned
income and net profits tax under 53 Pa.C.S. § 8703 (relating
to adoption of referendum) shall, by resolution, conply with
section 331 in order to establish eligibility to receive a
property tax reduction allocation under Chapter 5.]

(3) A school district [under this subsection] which is

subject to 53 Pa.C.S. Ch. 87 (relating to other subjects of

taxation) shall convert its earned incone and net profits tax

aut hori zed under 53 Pa.C.S. 8 8703 (relating to adoption of

referendun) to an earned incone and net profits tax

aut hori zed under this subsection at the sane rate as the tax
was | evied under 53 Pa.C. S. 8§ 8703 on the date of conversion.
The tax aut horized under this subsection shall be subject to
t he provisions of sections 323, 324, 325 and 326.

(4) A school district [under this subsection] which is

subject to 53 Pa.C.S. Ch. 87 shall conbine all revenue

generated for funding honmestead and farnstead excl usions
under 53 Pa.C.S. 8 8703 with any revenue collected for the
pur poses of funding honestead and farnstead excl usi ons under
this chapter

[(5) Unless subsection (g)(3) applies, a school district
under this subsection shall be required to place a referendum
guestion on the ballot pursuant to subsection (e). Wen
cal cul ating the proposed rate of earned inconme and net
profits tax or personal income tax pursuant to subsection
(c), the school district shall include any revenue coll ected
for the purposes of honestead and farnstead excl usions. ]

(6) A school district [taking action under paragraph

20050H2275B3185 - 16 -
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(2)] which is subject to 53 Pa.C.S. Ch. 87 shall no | onger

i npl enent any provisions of 53 Pa.C. S. Ch. 87.
(i) Election code provisions.--Proceedings under this
section shall be in accordance with the provisions of the

Pennsyl vani a El ecti on Code.

Section 333. [Public referendun] Court approval requirenents
for increasing certain taxes.
(a) Applicability.--

[(1) This section shall apply to a board of school
directors of a school district that has taken action under
section 331.

(2) For school districts under paragraph (1), this
section shall apply to fiscal years beginning with the 2006-

2007 fiscal year.] This section shall apply to a board of

school directors of a school district beginning with the

first year an all ocati on under section 505 was recei ved.

(b) Prohibitions.--Except as set forth in subsection (f),
[unl ess there is conpliance with subsection (c),] a board of
school directors may not do any of the follow ng:

(1) Increase the rate of a tax levied for the support of
the public schools by nore than the index. For purposes of
conpliance with this paragraph, a school district which is
situated in nore than one county and which | evies real estate
t axes under section 672.1 of the act of March 10, 1949
(P.L.30, No.14), known as the Public School Code of 1949,
shall apply the index to each separate rate of real estate
t axes | evied.

(2) Levy a tax for the support of the public schools
whi ch was not levied in the fiscal year in which [a tax under

section 321 was inposed.] an allocation under section 505 was

20050H2275B3185 - 17 -
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received.

(3) Raise the rate of the earned incone and net profits
tax if already inposed under the authority of the Local Tax
Enabl ing Act, except as otherw se provided for under section
332.

(4) Notw thstandi ng any other provision of this chapter
to the contrary, the adoption of a referendum under section
332 confers on the board of school directors the authority to
rai se incone taxes only to the extent contained in the
| anguage of the referendum and any future increase of an
income tax to be used for the purpose of property tax
reduction shall be submtted to the electors of the school
district at a subsequent nunicipal election pursuant to the
provi sions of section [332(c)(2)] 332(c).

[(c) Referendum --

(1) In order to take an action prohibited under
subsection (b)(1), at the election inmediately preceding the
start of the school district fiscal year in which the
proposed tax increase would take effect, a referendum stating
the specific rate or rates of the tax increase must be
submtted to the electors of the school district, and a
majority of the electors voting on the question nmust approve
t he increase.

(2) In order to take an action under subsection (b)(2),
at the election imedi ately preceding the start of the school
district fiscal year in which the proposed tax woul d take
effect, a referendum stating the proposed tax and the rate at
which it will be levied nust be submitted to the electors of
the school district, and a mpjority of the electors voting on

t he question nust approve the tax.

20050H2275B3185 - 18 -



1 (3) Except as set forth in subsections (i) and (j), a

2 school district acting pursuant to this subsection shal

3 submt the referendum question required under this section to
4 the election officials of each county in which it is situate
5 no later than 60 days prior to the election i mredi ately

6 preceding the fiscal year in which the tax increase would

7 t ake effect.

8 (4) The election officials of each county shall, in

9 consultation with the board of school directors, draft a

10 nonl egal interpretative statenent which shall acconpany the
11 ref erendum question in accordance with section 201.1 of the
12 act of June 3, 1937 (P.L.1333, No.320), known as the

13 Pennsyl vani a El ection Code. The nonlegal interpretative

14 statenent shall include information that references the itens
15 of expenditure for which the tax increase is sought and the
16 consequence of the referendum bei ng di sapproved by the

17 el ectorate.

18 (d) Failure to approve referendum --

19 (1) |If a referendum question submtted under subsection
20 (c)(1) is not approved, the board of school directors may
21 approve an increase in the tax rate of not nore than the
22 i ndex.
23 (2) If a referendum question submtted under subsection
24 (c)(2) is not approved, the board of school directors may not
25 | evy the tax.]
26 (e) Tax rate subm ssions.--A school district that has

27 adopted a prelimnary budget proposal under section 311 that
28 includes an increase in the rate of any tax levied for the
29 support of public schools shall submt information on the
30 increase to the departnment on a uniformform prepared by the

20050H2275B3185 - 19 -
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departnment. The school district shall submt such information no
| ater than 85 days prior to the date of the election immedi ately
precedi ng the begi nning of the school district's fiscal year.
The departnent shall conpare the proposed percentage increase in
the rate of any tax with the index. Wthin ten days of the
recei pt of the information required under this subsection but no
| ater than 75 days prior to the date of the election immedi ately
precedi ng the begi nning of the school district's fiscal year,
t he departnent shall informthe school district whether the
proposed tax rate increase is less than or equal to the index.
If the departnent determ nes that the proposed percentage
increase in the rate of the tax exceeds the index, the
departnment shall notify the school district that:
(1) the proposed tax increase nust be reduced to an
anount | ess than or equal to the index;
[(2) the proposed tax increase nust be approved by the
el ectorate under subsection (c)(1);] or
(3) an exception nust be sought under subsection (f).

(f) [Referendum Increases above the index exceptions.--A

school district may [, w thout seeking voter approval under
subsection (c),] increase the rate of a tax levied for the
support of the public schools by nore than the index if all of
the foll ow ng apply:
(1) The revenue raised by the all owabl e i ncrease under
the index is insufficient to bal ance the proposed budget due
to one or nore of the expenditures listed in paragraph (2).
(2) The revenue generated by increasing the rate of a
tax by nore than the index will be used to pay for any of the
fol | ow ng:

(i) Costs incurred in responding to or recovering

20050H2275B3185 - 20 -
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froman enmergency or disaster declared pursuant to 35

Pa.C.S. 8 7301 (relating to general authority of

rnor) or 75 Pa.C.S. 8§ 6108 (relating to power of
rnor during energency).
(i1i) Costs to inplenent a court order or an
nistrative order froma Federal or State agency as
as the tax increase is rescinded follow ng
illment of the court order or adm nistrative order.
(ii1) Costs associated with the foll ow ng:

(A) To pay interest and principal on any
i ndebt edness incurred under 53 Pa.C.S. Pt. VII Subpt.
B (relating to indebtedness and borrowing) prior to
the effective date of this section. In no case nmay
t he school district incur additional debt under this
cl ause except for the refinancing of expenses rel ated
to such refinancing and the establishnent of funding
of appropriate debt service reserves. An increase
under this clause shall be rescinded follow ng the
final paynment of interest and principal.

(B) To pay interest and principal on any
el ectoral debt incurred under 53 Pa.C.S. Pt. VII
Subpt. B.

(C To pay interest and principal on
i ndebt edness for up to 60% of the construction cost
average on a square-foot basis if all of the
foll ow ng apply:

(I') The indebtedness is for a school
construction project under 22 Pa. Code Ch. 21
(relating to school buildings).

(I'l1) The indebtedness to fund appropriate

- 21 -



1 debt service reserves for the project is incurred
2 after the effective date of this section.

3 (I'11) The increase sought under this clause
4 is rescinded follow ng final paynment of interest
5 and principal .

6 (I'V) The indebtedness is incurred only after
7 exi sting fund bal ances for school construction

8 and any undesi gnated fund bal ances have been

9 fully conmtted to fund the project.

10 (V) The indebtedness is for an academ c

11 el enentary or academ c secondary school buil ding.
12 For purposes of this subclause, the follow ng

13 shall not be considered to be an academnic

14 el ementary or academ ¢ secondary school buil ding:
15 natatorium stadium bl eachers, athletic field,

16 athletic field lighting equi pnent and appar at us
17 used to pronote and conduct interscholastic

18 athletics.

19 (VI) The project has been approved by the
20 department under section 731 of the act of March
21 10, 1949 (P.L.30, No.14), known as the Public
22 School Code of 1949.
23 (D) To pay interest and principal on
24 i ndebt edness for up to $250, 000 of the construction
25 cost of a nonacadem c school construction project, as
26 adj usted annual ly by the percentage increase in the
27 average of the Statew de average weekly wage and the
28 enpl oynment cost i ndex.
29 (iv) Costs to respond to conditions which pose an
30 i mredi ate threat of serious physical harmor injury to
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the students, staff or residents of the school district,
but only until the conditions causing the threat have
been fully resol ved.

(v) Costs incurred in providing special education
prograns and services to students with disabilities if
the increase in expenditures on special education
prograns and services was greater than 10% The doll ar
anount of this exception shall be equal to the portion of
t he increase that exceeds 10%

(vi) Costs which

(A) were incurred in the inplenentation of a
school inprovenent plan required under section
1116(b) of the Elenmentary and Secondary Educati on Act
of 1965 (Public Law 89-10, 20 U S.C. 8§ 6316(b)); and

(B) were not offset by a State allocation.

(vii) Costs necessary to nmaintain:

(A) per-student |ocal tax revenue, adjusted by
the index, if the percentage growh in average daily
menber shi p between the school year determ ned under
subsection (j)(4) and the third school year preceding
t he school year determ ned under subsection (j)(4)
exceeds 7.5% or

(B) actual instruction expense per average daily
menber shi p, adjusted by the index, if the increase in
actual instruction expense per average daily
menber shi p between the school year determ ned under
subsection (j)(4) and the school year preceding the
school year determ ned under subsection (j)(4) is
| ess than the index.

(viii) The maintenance of revenues derived fromreal

20050H2275B3185 - 23 -



1 property taxes, earned incone and net profits taxes,

2 personal income taxes, basic education funding

3 al l ocations and speci al education funding allocations,

4 adj usted by the index, for a school district where the

5 percentage increase in revenues derived fromreal

6 property taxes, earned incone and net profits taxes,

7 personal income taxes, basic education funding

8 al I ocations and speci al education funding all ocations

9 bet ween the school year determ ned under subsection

10 (j)(4) and the school year preceding the school year

11 determ ned under subsection (j)(4) is less than the

12 i ndex.

13 (ix) Costs incurred for providing health care-

14 rel ated benefits which are directly attributable to a

15 col | ective bargaining agreenent in effect on the

16 effective date of this section between the school

17 district and its enpl oyees' organization if the

18 anticipated increase in the cost of health care-rel ated
19 benefits between the current year and the upcom ng year
20 is greater than the index. The dollar anmount of this
21 exception shall be equal to the portion of the increase
22 whi ch exceeds the index. This subparagraph shall not
23 apply to a collective bargai ni ng agreenent renewed,
24 extended or entered into after the effective date of this
25 secti on.
26 (g) Revenue derived fromincrease.--Any revenue derived from
27 an increase in the rate of any tax allowed pursuant to
28 subsection (f)(2)(iii) shall not exceed the anticipated dollar
29 anount of the expenditure.
30 (h) Limtation on tax rate.--The increase in the rate of any

20050H2275B3185 - 24 -
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tax allowed pursuant to an exception under subsection (f)(2)(i),
(i), (iv), (v), (vi), (vii), (viii) or (ix) or (n) shall not
exceed the rate increase required as determ ned by a court of
common pl eas or the departnment pursuant to subsection (i) or
(J)-

(i) Court action.--

(1) Prior to the inposition of a tax increase under
subsection (f)(2)(i), (ii) and (iv) and no |ater than 75 days
prior to the election imredi ately precedi ng the begi nning of
the school district's fiscal year, approval by the court of
common pleas in the judicial district in which the
adm ni strative office of the school district is |ocated nust
be sought. The board of school directors shall publish in a
newspaper of general circulation and on the district's
publicly accessible Wrld Wde Wb site, if one is
mai nt ai ned, notice of its intent to file a petition under
this subsection at | east one week prior to the filing of the
petition. The board of school directors shall also publish in
a newspaper of general circulation and on the district's
publicly accessible Wrld Wde Wb site, if one is
mai nt ai ned, notice, as soon as possible follow ng
notification fromthe court that a hearing has been
schedul ed, stating the date, tinme and place of the hearing on
the petition. The follow ng shall apply to any proceedi ngs
instituted under this subsection:

(1) The school district nust prove by clear and
convincing evidence that it qualifies for each exception
sought .

(ii) The school district nmust prove by clear and

convi nci ng evidence the anticipated dollar amount of the
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expenditure for each exception sought.

(2) The court shall rule on the school district's
petition and informthe school district of its decision no
| ater than 55 days prior to the date of the election
i mredi ately precedi ng the beginning of the school district's
fiscal year. |If the court approves the petition, the court
shall al so determ ne the dollar anmount of the expenditure for
whi ch an exception is granted, the tax rate increase required
to fund the exception and the appropriate duration of the
increase. If the court denies the petition, the school
district may [submit a referendum question under subsection
(c)(1). The question nust be submitted to the el ection
officials no later than 50 days prior to the date of the
el ection i mredi ately precedi ng the begi nning of the school

district's fiscal year.] approve an increase in the tax rate

of not nore than the index.

(3) If a school district receives court approval under

paragraph (2), it shall notify the departnent within ten

days. The departnent shall annually subnit a report of every

school district that has provided notification under this

par agraph to the Education Committee of the Senate and the

Educati on Conmittee of the House of Representatives.

[(j) Departnent approval.--

(1) A school district that seeks to increase the rate of
tax due to an expenditure under subsection (f)(2)(iii), (v),
(vi), (vii), (viii) or (ix) or (n) shall obtain the approval
of the departnment before inposing the tax increase. The
departnment shall establish procedures for admnistering the
provi sions of this subsection, which may include an

adm ni strative hearing on the school district's subm ssion.
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(2) A school district proceedi ng under the provisions of
this subsection shall publish in a newspaper of general
circulation and on the district's publicly accessible Wrld
Wde Wb site, if one is nmaintained, notice of its intent to
seek departnent approval at |east one week prior to
submtting its request for approval to the departnment. If the
department schedul es a hearing on the school district's
request, the school district shall publish notice of the
hearing in a newspaper of general circulation and on the
district's publicly accessible Wrld Wde Wb site, if one is
mai nt ai ned, i medi ately upon receiving the information from
the departnent. The notice shall include the date, tinme and
pl ace of the hearing.

(3) The department shall approve a school district's
request under this subsection if a review of the data under
par agr aph (4) denonstrates that:

(i) the school district qualifies for one or nore

exceptions under subsection (f)(2)(iii), (v), (vi),

(vii), (viii) or (ix) or (n); and

(ii) the sumof the dollar anpbunts of the exceptions
for which the school district qualifies nmakes the school

district eligible under subsection (f)(1).

(4) For the purpose of determining the eligibility of a
school district for an exception under subsection (f)(2)(v),
(vi), (vii) or (viii), the departnent shall utilize data from
t he nost recent school years for which annual financi al
report data required under section 2553 of the act of March
10, 1949 (P.L.30, No.14), known as the Public School Code of
1949, has been received for all school districts. The

departnment shall inform school districts of the school years
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determ ned under this subsection no |ater than 30 days prior
to the date on which public inspection of proposed school
budgets is required under section 311(c).

(5) The departnent shall rule on the school district's
request and shall informthe school district of its decision
no later than 55 days prior to the date of the election
i mredi ately preceding the beginning of the school district's
fiscal year. |If the departnent approves the request, the
departnent shall determ ne the dollar anmount of the
expenditure for which the exception is sought and the tax
rate increase required to fund the exception. If the
department denies the request, the school district may submt
a referendum questi on under subsection (c)(1). The question
must be submtted to the election officials no |ater than 50
days prior to the date of the election inmediately preceding
t he begi nning of the school district's fiscal year.

(6) Wthin 30 days of the deadline under paragraph (5),
the departnent shall submit a report to the President pro
tenpore of the Senate, the Mnority Leader of the Senate, the
Speaker of the House of Representatives and the Mnority
Leader of the House of Representatives enunerating the school
di stricts which sought an exception under this subsection.
The departnent shall also publish the report on its publicly
accessible Wrld Wde Wb site. The report shall include:

(1) The nane of each school district making a
request under this subsection.

(i1i) The specific exceptions requested by each
school district and the dollar anpbunt of the expenditure
for each exception.

(iti1) The departnent's ruling on the request for the
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exception.

(iv) If the exception was approved, the dollar
anount of the expenditure for which the exception was
sought and the tax rate increase required to fund the
exception.

(v) A statistical summary of the information in
subpar agraphs (ii), (iii) and (iv).]

(k) Objections.--Any person that resides within or pays real
property taxes to the school district filing a petition under
subsection (i) may file with the court witten objections to any
petition filed under this section.

[(I) Index calculation.--No |ater than August 15, 2005, and
each August 15 thereafter, the departnent shall calculate the
i ndex. The departnent shall publish the index by Septenber 1
2005, and each Septenber 1 thereafter in the Pennsylvani a
Bul | etin.

(m Election interference prohibited.--

(1) No public funds may be used to urge any elector to
vote for or against a referendum or be appropriated for
political or campai gn purposes.

(2) This subsection shall not prohibit the use of public
funds for dissem nation of factual information relative to a
ref erendum appeari ng on an el ection ballot.

(3) As used in this subsection, the term"public funds"
means any funds appropriated by the General Assenbly or by a
political subdivision.]

(n) Treatnment of certain required paynents.--The provisions

of [subsections (f) and (j)] subsection (f) shall apply to a
school district's share of paynents to the Public School

Enpl oyees' Retirement System as required under 24 Pa.C S. § 8327
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(relating to paynents by enployers) if the actual dollar anount
of paynments between the current year and the upconming year is
greater than 7.5% The dollar amobunt to which subsection (f)
applies shall equal that portion of the increase which exceeds
7.5% of the actual dollar value of paynents between the current
year and the upcom ng year
Section 334. Disposition of income tax revenue and property tax
reduction allocations.

(a) Earned incone and net profits tax revenue.--All| earned
income and net profits tax revenue received by the school
district pursuant to this chapter shall be used as foll ows:

[(1) Inthe fiscal year that the tax under section
321(b) (1) is inplenented, all revenue received by a school
district that is directly attributable to that tax shall be
used to fund exclusions for honmestead and farnstead property.

(2) In the second fiscal year and each fiscal year
thereafter, the revenue received by the school district shal
be used to nmmintain the anount established in paragraph (1).
Al'l remaining revenue may be used for the operations of the
school district.]

(3) Except as set forth in section 321(b)(4), in the
fiscal year that a tax under section 321(b)(2) is inplenented
or increased, all revenue received by a school district that
is directly attributable to that tax shall be used to fund
excl usions for honmestead and farnstead property.

(4) In the second fiscal year and each fiscal year
thereafter, the revenue received by the school district shal
be used to nmmintain the anount established in paragraph (3).
Al'l remaining revenue may be used for the operations of the

school district.
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(b) Personal incone tax revenue.--All personal incone tax
revenue received by the school district pursuant to this chapter
shal | be used as foll ows:

(1) Except as set forth in section 321(c)(6), in the
fiscal year that the tax under section 321(c) is inplenented
or increased, all revenue received by the school district
pursuant to section 321(c)(2)(ii) and (iii) shall be used to
fund exclusions for honmestead and farnstead property.

(2) In the second fiscal year and each fiscal year
thereafter, all revenue received by the school district

pursuant to section [321(c)(2)(ii) and (iii)] 321(c)(2)(iili)

shall be used to maintain the anmount established in paragraph

(1). Al remaining revenue may be used for the operations of

t he school district.

Section 342. Honestead and farnstead excl usion process.

(a) Honestead and farnstead exclusions.--Each fiscal year in
whi ch a school district inposes an incone tax authorized under
section 321 [and] or receives a property tax reduction
al l ocation pursuant to Chapter 5, the district shall calculate a
homest ead and farnstead exclusion for the purpose of reducing
school district property taxes. The school district shall adopt
a resolution inplenenting the honestead and farnstead excl usion
no later than the |ast day of the fiscal year imredi ately
preceding the fiscal year in which the honestead and farnstead
excl usions shall take effect.

(b) Excess funding.--A school district which collects or
antici pates collecting revenue fromany source for the purposes
of providing honmestead and farnstead exclusions, in an anount
greater than necessary to provide for honestead excl usions equal

to the maxi mum aut hori zed under 53 Pa.C.S. 8 8586 (relating to
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[imtations), shall use such excess revenue to reduce the rate
of its earned inconme and net profits tax or its personal incone
tax to a level that returns to those taxpayers all excess funds.

(c) Reduction in funding.--1n any year subsequent to a year
in which an incone tax rate was reduced pursuant to subsection
(b), if the revenue collected or anticipated to be collected
under this chapter and Chapter 5 falls bel ow t he anmount
necessary to mai ntain the maxi num honestead property tax
excl usion, the school district may raise the rate of the incone
tax levied up to the anmount previously reduced under subsection
(b) without conplying with the referendum provisions of section
332.

Section 502. Definitions.

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

"Allocation maximum"™ A nunerical value of 0.4 plus the
nodi fi er cal cul ated under section 503(c)(2). The val ue,

i ncl udi ng the maxi mum nodi fier, shall not exceed 0. 6.

"Allocation mninmum"™ A nunerical value of 0.1 plus the
nodi fi er cal cul ated under section 503(c)(1). The val ue,

i ncluding the m ni num nodi fier, shall not exceed 0. 15.

"Departnment.” The Departnent of Education of the
Conmonweal t h.

"Fund.” As defined in section 302.

"Incone tax." A tax on earned inconme and net profits or a
tax on personal income pursuant to Chapter 3.

"Property tax reduction index." A quotient equal to the sum
of the numerical rank of a school district's personal incone

val uati on per average daily nenbership, the nunerical rank of
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its market value/incone aid ratio, the nunerical rank of its
equal i zed m|lage and the nunerical rank of its school tax
rati o, divided by 1, 000.

"Qualifying contribution.” The revenue estimated to be

collected fromthe inposition of [the tax authorized under

section 321(b)(1)] a 0.1% 1l ocal earned incone tax in the first
fiscal year that the tax [is] would be inpl enented.

"Residential property tax." The dollar value of real
property taxes paid by residential property owners in a school
district, determned by multiplying the real property taxes
col l ected by the school district times the percentage of the
total property value in the school district classified as
residential by the State Tax Equalization Board.

"School tax ratio." The dollar value of |ocal taxes
coll ected by the school district or by a city of the first class
for a school district of the first class divided by the personal
i ncome val uation of the school district.

Section 505. State property tax reduction allocation.

(a) Adm nistration.--The departnment shall do all of the
fol | ow ng:

(1) Array the 2002 personal inconme val uation divided by

t he 2003- 2004 average daily nenbership, the 2004- 2005 narket

val ue/income aid ratio, the 2002-2003 equalized nm |l age and

t he 2002- 2003 school tax ratio of each school district in

rank order and assign each school district a discreet

numerical rank for its personal incone valuation per average
dai ly menbership, its market value/inconme aid ratio, its
equalized mllage and its school tax ratio. For the nunerical
rank of a school district's personal income valuation per

average daily nenbership, the school district with the | owest
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personal inconme val uation per average daily nenbership shal
have the hi ghest nunerical rank. For the nunerical rank of a
school district's market value/inconme aid ratio, the school
district with the highest market value/incone aid ratio shal
have the hi ghest nunerical rank, provided that all school
districts with a market value/incone aid ratio equal to 0.15
shall receive a ranking of 1. For the nunerical rank of a
school district's equalized mllage, the school district with
t he hi ghest equalized mllage shall have the highest

nunmerical rank. For the numerical rank of a school district's
school tax ratio, the school district with the highest school
tax ratio shall have the highest nunerical rank.

(2) Assign each school district a property tax reduction
i ndex.

(3) If the departnent receives authorization under
section 503(d), allocate the property tax reduction for each
school district as follows:

(i) Calculate the property tax reduction allocation
as follows:

(A) Miltiply the school district's 2003-2004
average daily nenbership by the school district's
property tax reduction index.

(B) Miltiply the product under clause (A) by the
dol | ar anpbunt necessary to allocate all of the noney
in the fund as certified under section 503(a)(1)(i).
If the certification under section 503(a)(1)(i) is
| ess than $750, 000, 000, the dollar amount shall be
t he dol |l ar amobunt necessary to allocate $750, 000, 000.

(C© If applicable, provide for the allocation

m ni mum or al | ocati on maxi mum under subparagraph (ii)
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or (iii).

(i) 1If the sumof the allocation under this
par agraph and the qualifying contribution certified under
section 503(b) on January 15, 2005, is less than the
product of the residential property taxes collected
during the 2001-2002 fiscal year and the allocation
m ni mum for a school district, the school district shal
recei ve an additional amount so that the sumof the total
al I ocati on under this paragraph and the qualifying
contribution certified under section 503(b) on January
15, 2005, is equal to the product of the residential
property taxes collected during the 2001-2002 fiscal year
and the allocation m ni mum

(1i1) Except as set forth in subsection (c), if the
sum of the total allocation under this paragraph and the
qual i fying contribution certified under section 503(b) on
January 15, 2005, is greater than the product of the
residential property taxes collected during the 2001-2002
fiscal year and the allocation maxi mumfor a school
district, the school district shall receive a total
all ocati on such that the sumof the total allocation and
the qualifying contribution certified under section
503(b) on January 15, 2005, is equal to the product of
the residential property taxes collected during the 2001-
2002 fiscal year and the allocation maxi num

(itv) If the certification under section 503(a)(1)(i)
is less than $750, 000, 000, each school district shal
receive a pro rata share of the property tax reduction
al l ocation cal cul ated under this paragraph at

$750, 000, 000.
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(4) Notify each school district of the amount of its
property tax reduction allocation no |later than May 1, 2005,
and May 1 of each year thereafter
(b) Paynent.--For the fiscal year commencing July 1, 2005,

and July 1 of each fiscal year thereafter, except as set forth
in subsection (c), the departnent shall pay to each [eligible]
school district a property tax reduction allocation equal to the
anount cal cul at ed under subsection (a)(3). The property tax
reduction allocation shall be divided into two equal paynents,
whi ch shall be nade on the fourth Thursday of August and the
fourth Thursday of Cctober.

(c) First class school districts.--The property tax
reduction allocation for a school district of the first class
shall be paid by the departnment to a city of the first class.
The limtations set forth in subsection (a)(3)(iii) shall not
apply to the calculation of the property tax reduction
allocation for a school district of the first class.

(d) Reduction of wage taxes in a city of the first class.--A
city council of a city of the first class shall reduce any tax
i nposed on the wages of residents and nonresidents under the
authority of the act of August 5, 1932 (Sp.Sess., P.L.45,

No. 45), referred to as the Sterling Act, in a nmanner consi stent
with Chapter 7 and in accordance with the foll ow ng:

(1) For residents, by an anount equal to the anount of
the property tax reduction allocation received fromthe
Commonweal th pursuant to subsection (b) in an anbunt not to
exceed the limtations set forth in subsection (a)(3)(iii)
had such |imtations applied.

(2) For nonresidents, by any anpunt equal to the anobunt

of the property tax reduction allocation received fromthe
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Commonweal t h pursuant to subsection (b) in excess of the
[imtations set forth in subsection (a)(3)(iii) had such
[imtations applied.

(3) If the certification under section 503(a)(1)(i) is
| ess than $750, 000, 000, the tax reductions under paragraphs
(1) and (2) shall be a pro rata share of the property tax
reduction allocation to a school district of the first class
cal cul at ed under subsection (a) at $750, 000, 000.

Section 3. Chapter 7 heading of the act is anended to read:
CHAPTER 7
LOCAL AND SENIOR CI TI ZEN TAX RELIEF [IN CI TIES OF THE

FI RST CLASS]
Section 4. Sections 701 and 704 of the act are anended to
read:
Section 701. Short title.
This chapter shall be known and nay be cited as the Senior

Citizen Local Tax Relief Act.
Section 704. Senior citizen homestead property tax reduction
[Incities of the first class].

(a) Eligibility.--For tax years beginning in the first year
in which a paynent under section 505(b) is made and each tax
year thereafter, the follow ng apply:

(1) Except as provided in paragraph (2), any resident

[of a city of the first class] who is eligible to receive a

property tax rebate pursuant to the act of March 11, 1971

(P.L.104, No.3), known as the Senior Citizens Rebate and

Assi stance Act, shall be eligible to receive an additional

property tax rebate equal to 50% of the anmount the individual

is eligible to receive under the Senior Citizens Rebate and

Assi st ance Act.
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(2) An additional rebate under paragraph (1) may not
exceed the difference between the property tax paid by the
eligible resident and the rebate received by the eligible
resident under the Senior Citizens Rebate and Assistance Act
for the sane tax year
(b) Transfer authorized.--By June 30 of the year in which a

paynent under section 505(b) will be made, the State Treasurer

shall transfer fromthe fund an anpbunt sufficient to fund the
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property tax rebates authorized under subsection (a) to the

10 State Lottery Fund. All revenue transferred pursuant to this

11 subsection shall be distributed in accordance with the

12 provisions of the Senior Ctizens Rebate and Assi stance Act.

13 (c) Prohibition.--This section shall not apply to a resident
14 [of a city of the first class] who is entitled to receive rent
15 rebate in lieu of property taxes under the Senior Citizens

16 Rebate and Assistance Act.

17 Section 5. This act shall take effect in 60 days.
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