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Report of the Committee of Conference

To the Menbers of the House of Representatives and Senate:

We, the undersigned, Commttee of Conference on the part of
t he House of Representatives and Senate for the purpose of
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AN ACT
Providing for taxation by school districts, for the State funds
formula, for tax relief in first class cities, for school

di strict choice and voter participation, for other school

district options and for a task force on school cost

reduction; making an appropriation; prohibiting prior

aut hori zed taxation; providing for installnment paynment of

taxes; restricting the power of certain school districts to

| evy, assess and col |l ect taxes; and nmaking rel ated repeal s.

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

CHAPTER 1
PRELI M NARY PROVI SI ONS
Section 101. Short title.

This act shall be known and may be cited as the Taxpayer
Rel i ef Act.

Section 102. Definitions.

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

"Actual instruction expense." The termshall have the sane
usage as in the act of March 10, 1949 (P.L.30, No.14), known as
t he Public School Code of 1949.

"Average daily nmenbership.” The termshall have the sane
usage as in the act of March 10, 1949 (P.L.30, No.14), known as
t he Public School Code of 1949.

"Installment claim" A claimfor paynent of taxes in
instal l ments pursuant to section 1503, including any penalties,
costs and interest provided for under Chapter 15 or any ot her
I aw.

"Mar ket value/incone aid ratio." As defined in section

2501(14.1) of the act of March 10, 1949 (P.L.30, No.14), known
as the Public School Code of 1949.
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"Personal incone valuation.”™ As defined in section 2501(9.1)
of the act of March 10, 1949 (P.L.30, No.14), known as the
Publ i c School Code of 1949.

"Public School Code." The act of March 10, 1949 (P.L. 30,

No. 14), known as the Public School Code of 1949.

"Tax collector.” The termshall have the same usage as in
the act of May 25, 1945 (P.L.1050, No.394), known as the Local
Tax Col | ection Law.

CHAPTER 3
TAXATI ON BY SCHOOL DI STRI CTS
SUBCHAPTER A
CENERAL PROVI SI ONS
Section 301. Scope.

This chapter relates to honmeowner property tax relief.
Section 302. 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:

"Assessor."” As defined in 53 Pa.C.S. § 8582 (relating to
definitions).

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

"Construction cost average on a square-foot basis.”" An
amount equal to $137 per square foot for an el enentary school
bui | di ng and $142 per square foot for a secondary school
bui | di ng, as adjusted annually by the percentage increase in the
average of the Statew de average weekly wage and t he enpl oynent
cost i ndex.

"Departnment.” The Departnent of Education of the

20051H0039B0093 - 4 -



© 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

Commonweal t h.

"Domicile.” As defined in section 13 of the act of Decenber
31, 1965 (P.L.1257, No.511), known as The Local Tax Enabli ng
Act .

"Earned incone." As defined in section 13 of the act of
Decenber 31, 1965 (P.L.1257, No.511), known as The Local Tax
Enabl i ng Act.

"Election officials.”™ The board of elections of a county.

"Enpl oyer." As defined in section 301 of the act of March 4,
1971 (P.L.6, No.2), known as the Tax Reform Code of 1971.

"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.

"Farnmstead.” As defined in 53 Pa.C.S. § 8582 (relating to
definitions).

"Farnstead property.” As defined in 53 Pa.C. S. § 8582
(relating to definitions).

"Fund." The Property Tax Relief Fund established in the
State Treasury.

"Honestead."” As defined in 53 Pa.C.S. 8§ 8401 (relating to
definitions).

"Honestead property.” As defined in 53 Pa.C. S § 8401
(relating to definitions).

"Incone tax." A tax on earned inconme and net profits or a
tax on personal incone inposed pursuant to this chapter

"I ndex." As follows:

(1) Except as set forth in paragraph (2), the average of

the percentage increase in the Statew de average weekly wage
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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
whi ch the index is cal cul at ed.

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

"Local tax revenue." The revenue fromtaxes actually |evied
and assessed by a school district, including delinquent taxes.
The term does not include interest or dividend earnings, Federal
or State grants, contracts or appropriations, income generated
from operations or any other source which is not derived from
taxes | evied and assessed by a school district.

"Net profits.” As defined in section 13 of the act of
Decenber 31, 1965 (P.L.1257, No.511), known as The Local Tax
Enabl i ng Act.

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

"Resident individual." An individual who is domiciled in a
school district.

"School district." A school district of the first class A
second class, third class or fourth class.

" St at ewi de average weekly wage." That anount determ ned by

20051H0039B0093 - 6 -



© 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

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.

"Tax Reform Code." The act of March 4, 1971 (P.L.6, No.2),
known as the Tax Reform Code of 1971.

"Taxpayer." An individual required under this chapter to pay
a tax.
Section 303. Limtations.

This chapter shall not be construed to affect the power of a
school district to do any of the follow ng:

(1) To elimnate its occupation tax pursuant to the act
of June 22, 2001 (P.L.374, No.24), known as the Optional
Cccupation Tax Elimnation Act. Except for an election in
whi ch a school district seeks to inpose a personal incone tax
under section 321(c), a school district nay place such
ref erendum question on the ballot at the same nuni ci pal
el ection as a referendum question placed on the ball ot
pursuant to Subchapter D. If a school district converts its
earned inconme and net profits tax to a personal incone tax
under this chapter, the school district nmay not utilize the
Optional QOccupation Tax Elimnation Act.

(2) To levy, assess or collect a tax on earned incone
and net profits under the Local Tax Enabling Act, provided
that the school district conplies with section 333(b).

(3) To inpose special purpose tax |evies approved by the
el ectorate.

Section 304. Certain rates of taxation limted.

(a) Minicipal rates.--1f a municipality and school district
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bot h i npose an earned inconme and net profits tax on the sane

i ndi vi dual under the Local Tax Enabling Act and are limted to
or have agreed upon a division of the tax rate in accordance
with section 8 of the Local Tax Enabling Act, the nunicipality
shall remain subject to that limtation or agreenent in the
event that the school district opts to inpose or increase an
earned inconme and net profits tax authorized under section
321(b) or a personal incone tax authorized under section 321(c).
Not hing in this chapter shall be construed to authorize a

muni cipality to raise the rate of earned incone and net profits
tax above the rate it levied under the previously agreed upon
division if a school district inposes or increases a personal

i ncome tax under Subchapter C

(b) School districts.--A school district which inposes a tax
under this chapter is subject to section 688 of the Public
School Code.

SUBCHAPTER B
SCHOOL DI STRI CT BUDGETS
Section 311. Adoption of prelimnary budget proposals.

(a) Adoption.--Beginning January 1, 2006, and except as
provi ded under section 333(a)(1), each board of school directors
shal | adopt a prelimnary budget proposal for the foll ow ng
fiscal year no later than 90 days prior to the date of the
el ection imredi ately preceding the fiscal year in which the
prelimnary budget will take effect.

(b) Contents.--The prelimnary budget proposal shall include
esti mated revenues and expenditures and any proposed tax rates
and shall be prepared on a uniformform furnished by the
depart nment.

(c) Public inspection.--The board of school directors shal
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print the prelimnary budget proposal and nake it available for

public inspection at |east 20 days prior to its adoption. The

board of school directors shall give public notice of its intent

to adopt the prelimnary budget at |east ten days prior to

adoption and may hold a public hearing prior to its adoption.
(d) Resolution.--

(1) A board of school directors may el ect to adopt a
resolution indicating that it will not raise the rate of any
tax for the support of the public schools for the follow ng
fiscal year by nore than the index. The resolution must be
adopted no later than 110 days prior to the date of the
el ection imedi ately preceding the upcom ng fiscal year. The
resol uti on nust nmake the foll ow ng unconditional
certifications:

(i) That the board of school directors will not
increase any tax at a rate that exceeds the index as
cal cul ated by the departnent.

(i) That the board of school directors will conmply
with the procedures set forth in section 687 of the
Publ i ¢ School Code for the adoption of its proposed and
final budgets.

(ti1) That the board of school directors certifies
that increasing any tax at a rate |l ess than or equal to
the index will be sufficient to balance its final budget.
(2) A board of school directors that adopts a resol ution

under this section shall do all of the follow ng:

(i) Conply with the procedures in section 687 of the
Publ i ¢ School Code for the adoption of its proposed and
final budgets and shall not be subject to subsections (a)

and (c).
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(i) Submt information on a proposed increase in
the rate of a tax levied for the support of the public
schools to the departnent on a uniformform prepared by
the departnent no later than five days after the adoption
of the resol ution.

(i1i1) Send a copy of the resolution adopted pursuant
to this section to the departnment no later than five days
after the adoption of the resol ution.

(3) A board of school directors that adopts a resol ution
under this section shall not be eligible to seek referendum
exceptions under section 333(f), and section 333(e) shall not
apply.

(4) Upon receipt of the information required under
paragraph (2)(ii), the departnent shall conpare the proposed
percentage increase in the rate of the tax with the index.
Wthin ten days of the receipt of the information required
under this subsection, the departnment shall informthe school
di strict whether the proposed tax rate increase is |ess than
or equal to the index. If the departnent determ nes that the
proposed percentage increase in the rate of the tax exceeds
t he index, the school district shall be subject to
subsections (a) and (c); and paragraphs (2)(i) and (3) shal
not apply. The departnent's determ nation under this
par agr aph shall not constitute an adjudication.

Section 312. Adoption of annual budgets.

(a) Adoption.--Beginning January 1, 2006, except as provided
under section 671(b) of the Public School Code, each board of
school directors shall adopt its annual budget for the follow ng
fiscal year no later than the |ast day of the fiscal year before

the fiscal year in which the budget takes effect.
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(b) Contents.--The annual budget shall include estimated
revenues and expenditures and any proposed tax rates and be
prepared on a uniformformfurnished by the departnent.

(c) Public inspection.--The board of school directors shal
print the annual budget and meke it available for public
i nspection at |east 20 days prior to its adoption. The board of
school directors shall give public notice of its intent to adopt
t he annual budget at |east ten days prior to adoption and nmay
hold a public hearing prior to its adoption.

Section 313. Information to school districts.

(1) No later than Septenber 30, 2006, and Septenber 30
of each year thereafter the departnent shall provide each
school district with the follow ng information:

(1) The dates by which actions required under this
chapter shall take place.
(i1i) The index for the applicable fiscal year.

(2) For the 2006-2007 school year, the departnent shal
provi de each school district with the information required
under this section no later than ten days after the effective
date of this act.

SUBCHAPTER C
CENERAL TAX AUTHORI ZATI ON
Section 321. Ceneral tax authorization.

(a) GCeneral rule.--A board of school directors may |evy,
assess and collect a tax on earned i ncome and net profits or a
tax on personal inconme as provided in this section for the
pur pose of funding honmestead and farnstead exclusions to reduce
school district property taxes.

(b) Earned incone and net profits tax.--

(1) A board of school directors may, in accordance with
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section 331.2, levy or increase a tax on earned i ncone and
net profits of resident individuals for the purpose of
fundi ng honestead and farnstead excl usions.

(2) In addition to the authorization provided under
par agraph (1), a school district may, in accordance with
section 332, levy or increase a tax on earned incone and net
profits of resident individuals for the purpose of further
fundi ng honestead and farnstead excl usions. The board of
school directors shall round the rate of the earned incone
and net profits tax levied pursuant to this section to the
nearest 0.1% For purposes of calculating the conmbi ned tax
rate aut horized under paragraph (1) and this paragraph, the
portion of tax dedicated to the increase in revenue pernitted
under paragraph (4), if any, shall be excluded.

(3) (Reserved).

(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 nore than 2% of the estimated revenue fromthe earned
income and net profits tax authorized under paragraph (1) or
(2), which may be used for the operations of the school
district.

(c) Personal incone tax.--

(1) A board of school directors nmay |evy, assess and
collect a tax on the personal incone of resident individuals
at a rate determ ned by the board of school directors.

(2) A school district which seeks to |levy the tax
aut hori zed under paragraph (1) nmust conply with section 331.2

or 332 and the follow ng:
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1 (i) The school district shall convert, in a revenue-
2 neutral manner, any existing earned incone and net

3 profits tax rates |evied pursuant to any other act to a
4 personal incone tax rate.

5 (i1i) Any earned inconme and net profits tax inposed
6 pursuant to section 331.2 or 332 shall be converted to a
7 personal income tax rate which generates the sane anount
8 of tax revenue and shall be used for funding exclusions
9 for honestead and farnstead property.

10 (ti1) A school district may, in accordance wth

11 section 331.2 or 332, levy an additional tax on the

12 personal income of resident individuals for the purpose
13 of further funding honestead and farnstead excl usions.

14 (iv) For purposes of the referendum question under
15 section 331.2 or 332, the board of school directors shal
16 round the rate of the personal incone tax |evied pursuant
17 to this subparagraph to the nearest 0.1% For purposes of
18 cal culating the conbined tax rate, the portion of tax

19 dedi cated to the increase in revenue permtted under
20 par agraph (6), if any, shall be excluded.
21 (3) Al revenue generated by a school district pursuant
22 to paragraph (2)(ii) and (iii) shall be used as provided in
23 sections 334 and 335.
24 (4) |If a board of school directors seeks to inpose a
25 personal income tax under this subsection and the referendum
26 under section 331.2 or 332 is approved by the electorate, the
27 board of school directors shall have no authority to inpose
28 an earned incone and net profits tax under subsection (b) or
29 under any ot her act.
30 (5) A personal incone tax inposed under the authority of
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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 thstanding 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 inconme 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
under this chapter shall be furnished the requested
i nformati on upon paynent to the Departnent of Revenue of
the 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
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or any book containing any abstract or
particul ars.

(I1r) 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 information 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 .

(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.--A tax authorized under section

331.2 or 332 shall be self-executing and shall be effective

begi nning on the first day of the fiscal year which begins after
the tax is authorized. A tax rate under this subsection shal
continue in force on a fiscal year basis w thout annual

reenact nent except in a year in which the rate of the tax is

changed or the tax is repeal ed.
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Section 322. Collections.

(a) Designation of tax collector.--A board of school
directors inmposing an i nconme tax under this chapter shal
designate a tax officer under section 10 of the Local Tax
Enabling Act, or otherwise by law, as the collector of the tax.
In the perfornmance of the tax collection duties under this
subchapter, the designated tax officer shall have all the sane
powers, rights, responsibilities and duties for the collection
of the taxes which may be inposed under the Local Tax Enabli ng
Act, 53 Pa.C. S. Ch. 84 Subch. C (relating to | ocal taxpayers
bill of rights) or as otherw se provided by |aw

(b) Conflict.--In any situation where there is a conflict
involving the authority conferred on a |l ocal tax collector by
the provisions of the Local Tax Enabling Act and the Tax Reform
Code, the provisions of the Local Tax Enabling Act shal
control
Section 323. Credits.

(a) Credit.--Except as set forth in subsection (b), the
provi sions of section 14 of the Local Tax Enabling Act shall be
applied by a board of school directors to determ ne any credits
applicable to a tax inposed under section 321(b) or (c).

(b) Limtation.--Paynment of any tax on inconme to any state
ot her than Pennsylvania or to any political subdivision |ocated
out si de the boundaries of this Commonwealth by a resident of a
school district located in this Conmonweal th shall not be
credited to and all owed as a deduction fromthe liability of
such person for any inconme tax inposed by the school district of
resi dence pursuant to this chapter.

Section 324. Rei nmbursenent.

Not wi t hst andi ng any ot her provisions of law to the contrary,
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the foll ow ng apply:

(1) This section only applies to a taxpayer who is a
resident of this Commonweal th and not a resident of a city of
the first class but who is subject to the tax on sal ari es,
wages, comm ssions or other conpensation inposed by a city of
the first class under the authority of the act of August 5,
1932 (Sp. Sess., P.L.45, No.45), referred to as the Sterling
Act .

(2) For tax years beginning in the first cal endar year
in which a paynent under section 505(b) is made and each tax
year thereafter, paynment of a tax on sal aries, wages,
conmmi ssi ons or other conpensation as set forth in paragraph
(1) shall be credited by the school district of the
t axpayer's residence at an anount no greater than the tax on
sal ari es, wages, conm ssions or other conpensation as set
forth in paragraph (1) inposed by the school district in
whi ch the taxpayer resides.

(3) Except as set forth in paragraph (4), an anount
equal to the aggregate anmount of the tax credited under
par agraph (2) shall be paid fromthe fund to the school
district of residence of each taxpayer under paragraph (1)
for the purpose of funding homestead and farnstead excl usions
in accordance with this chapter. The departnment shal
prescri be procedures to cal cul ate the anount due to each
school district qualifying under this paragraph and shal
publ i sh the procedures in the Pennsyl vania Bulletin.

(4) (i) A school district that receives a paynent under

par agraph (3) shall receive a full paynent when the

anount avail able for distribution under section 503(e) is

greater than or equal to $750, 000, 000.
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(i) If the anpbunt available for distribution under
section 503(e) is less than $750, 000, 000, each eligible
school district shall receive a pro rata share of the
rei nbursenent cal cul ated under this section.

Section 325. Exenption and special provisions.

(a) Earned incone and net profits tax.--A school district
t hat i nposes an earned inconme and net profits tax authorized
under section 321(b) may exenpt fromthe paynent of that tax any
person whose total incone fromall sources is |less than $12, 000.

(b) Applicability to personal income tax.--Section 304 of
t he Tax Reform Code shall apply to any personal incone tax
| evied by a school district under section 321(c).

Section 326. Regul ati ons.

A school district that inposes:

(1) an earned inconme and net profits tax authorized
under section 321(b) shall be subject to section 13 of the
Local Tax Enabling Act and may adopt procedures for the
processing of clains for credits or exenptions under sections
323, 324 and 325; or

(2) a personal incone tax authorized under section
321(c) shall be subject to all regulations adopted by the
Depart ment of Revenue in adm nistering the tax due to the
Commonweal th under Article I1l of the Tax Reform Code.

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 predeterm ned ratio, a board of school

directors in a school district |Iocated within that county which,
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after July 1, 2006, for the first tine levies its real estate
taxes on that revised assessnment or valuation shall for the
first year reduce its tax rate, if necessary, for the purpose of
havi ng the percentage increase in taxes |levied for that year
agai nst the real properties contained in the duplicate for the
precedi ng year be |less than or equal to the index for the
precedi ng year notw t hstandi ng the increased val uati ons of such
properties under the revised assessnent. For the purpose of
determ ning the total anobunt of taxes to be levied for the first
year, the anount to be levied on newly constructed buil di ngs or
structures or on increased val uati ons based on new i nprovenents
made to existing houses need not be considered. The tax rate
shall be fixed for that year at a figure which will acconplish
this purpose. The provisions of section 333 shall apply to
increases in the tax rate above the limts provided in this
secti on.
SUBCHAPTER D
SCHOOL DI STRI CT PROPERTY TAX REDUCTI ON

Section 331. Local tax study comm ssion.

(a) Appointnment.--A board of school directors shall appoint
a local tax study comm ssion prior to adopting a resolution
under section 331.2(b) or 332(b)(1). The local tax study
commi ssion shall be appointed no |ater than 180 days prior to
the date on which the board of school directors is required to
adopt a resol ution under section 331.2(b) or 332(b)(1).

(b) Menbership.--The | ocal tax study conm ssion shal
consi st of five, seven or nine nmenbers who are resident
i ndi vidual s or taxpayers of the school district and shal
reflect the soci oeconom c, age and occupational diversity of the

school district to the extent possible. Except that one nenber
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of the local tax study conm ssion may be a nenber of the board
of school directors, no nenber shall be an official or enployee
or arelative thereof, of the school district.

(c) Staff and expenses.--The school district shall provide
necessary and reasonabl e support staff and shall reinburse the
menbers of the | ocal tax study conm ssion for necessary and
reasonabl e expenses in the discharge of their duties. Receipts
shall be required for all reinbursabl e expenses under this
subsecti on.

(d) Contents of study.--The |local tax study comm ssion shal
study the existing taxes |evied, assessed and coll ected by the
school district and the effect of any county or nunicipal taxes
i nposed concurrently with the school district. The |ocal tax
study conm ssion shall determ ne how the tax policies of the
school district could be inproved by the | evy, assessnent and
col l ection of the taxes authorized under section 321. The study
shall include consideration of all of the follow ng:

(1) Historic and present rates of and revenue fromtaxes
currently levied, assessed and col | ected.

(2) The percentage of total revenues provided by taxes
currently levied, assessed and coll ected.

(3) The age, incone, enploynment and property use
characteristics of the existing tax base.

(4) Projected revenues of taxes currently |evied,
assessed and col |l ected, including taxes authorized and taxes
not | evied under this chapter.

(e) Reconmendation.--Wthin 90 days of its appointnent, the
| ocal tax study conm ssion shall nake a nonbi ndi ng
recommendation to the board of school directors regarding the

i mposition of the taxes authorized under section 321, comrenci ng
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in the subsequent fiscal year. Prior to naking its
recommendation, the |ocal tax study comm ssion shall hold at

| east one public hearing. The recomrendati on of the |ocal tax
study conm ssion shall be presented at a public neeting of the
board of school directors. The board of school directors shal
make such recomrendation available to interested persons upon
request .

(f) Failure to issue a recormendation.--1f the |ocal tax
study conm ssion fails to make a recomrendati on under subsection
(e), the board of school directors shall discharge the |ocal tax
st udy conmi ssi on.

(g) Adoption of recomrendation.--The board of school
directors shall accept or reject the recomrendati on of the |ocal
tax study conm ssion prior to adopting a resolution under
section 331.2(b) or section 332(b)(1).

(h) Materials.--Al records of the local tax study
conmmi ssion, including receipts, tapes, mnutes of neetings and
witten conmuni cations shall be turned over to the board of
school directors and nade avail able for public inspection during
t he regul ar business hours of the school district.

Section 331.1. (Reserved).
Section 331.2. 2007 Referendum

(a) GCeneral rule.--A board of school directors shall submt
at the primary el ection of 2007 a referendum question to the
el ectors of the school district seeking voter approval allow ng
the school district to | evy, assess and collect an earned incone
and net profits tax authorized under section 321(b)(1) or a
personal income tax authorized under section 321(c) for the
pur pose of annually fundi ng homestead and farnstead excl usi ons.

A board of school directors nay not submt a referendum question
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regardi ng a personal incone tax until the Departnment of Revenue
receives final approval of regulations governing the collection
of a personal incone tax.

(b) Adoption of resolution.--No |ater than March 13, 2007, a
school district subject to this section shall adopt a resolution
aut hori zing the referendum question required under subsection
(a). The board of school directors shall give public notice of
its intent to adopt the resolution in the nmanner provided for in
section 4 of the Local Tax Enabling Act and nust conduct at
| east one public hearing on the resol ution.

(c) Proposed tax rate.--The board of school directors shal
establish the rate of the proposed inconme tax in the resolution
requi red under subsection (b). The rate shall not exceed the
rate required to provide an exclusion for honestead property and
farnmst ead property equal to the nmaxi mum excl usi on under 53
Pa.C.S. 8 8586 (relating to limtations) and shall not be |ess
than the rate required to provide an exclusion for honestead and
farnmst ead property equal to 50% of the maxi num honest ead
excl usion, provided that a school district shall not be required
to propose an earned inconme and net profits tax under this
section that is greater than 1% or a personal incone tax that is
greater than the equival ent of an earned incone and net profits
tax of 1%

(d) Submttal of referendumto county officials.--A board of
school directors subject to this section shall submt the
ref erendum questi on required under subsection (a) to the
el ection officials of each county in which the school district
is situate no later than 60 days prior to the primary el ection
of 2007. The election officials shall cause the referendum

guestion to be submtted to the el ectors of the school district
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at the primary el ection of 2007.

(e) Referendum question.--

(1) The referendum question submitted to the electors of
the school district at the primary el ection of 2007 shal
state the rate of the proposed inconme tax to be |levied, the
reason for the tax, the estimated per honestead tax reduction
and the current rate of earned inconme and net profits tax
| evied by the school district. The question shall be clear
and in | anguage that is readily understandable by a | ayperson
and shall be franed in one of the follow ng forns:

(i) Do you favor inposing an additional X% earned

i ncome tax? The revenue generated fromthe increased tax

rate will be used to reduce taxes on qualified

residential properties by (insert amount of reduction).

The current earned income tax rate is Z%

(i1i) Do you favor inposing a personal inconme tax at

X¥%® The revenue generated fromthe tax will be used to

reduce taxes on qualified residential properties by

(insert anobunt of reduction).

(iti1) Do you favor converting the school district's
current earned incone tax to a personal inconme tax at Xo&

The revenue generated fromthe personal inconme tax wll

be used to reduce taxes on qualified residential property

by (insert amount of reduction) and to replace the
revenue fromthe school district's current earned i nconme

tax. The current earned incone tax rate is Z%

(2) 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
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act of June 3, 1937 (P.L.1333, No.320), known as the
Pennsyl vani a El ecti on Code. The nonlegal interpretative
statenent shall informthe voters of:

(i) The reason for the tax.

(ii) The estimated increase in revenue that the
board of school directors has included in the proposed
tax rate as authorized under section 321(b)(4)or
321(c) (6).

(ti1) The estimated per honestead tax reduction.

(iv) The current rate of earned income and net
profits tax levied by the school district.

(v) The proposed tax rate.

(3) The election officials of a county shall certify the
results of the referendumrequired under this section to the
Departnment of State in accordance with Article XIV of the
Pennsyl vani a El ecti on Code and shall notify the school
district of the certified results as soon as is practicabl e.

(4) Approval of the referendum required under this
subsection shall be by a mgjority of the electors voting on
the question in the school district.

(5) Were the referendum question under this subsection
is approved, the new tax rate shall take effect pursuant to
section 321(d).

(6) A school district that is subject to 53 Pa.C. S. Ch.
87 (relating to other subjects of taxation) shall conply with
the provisions of this chapter and the foll ow ng:

(i) The school district shall convert its earned
i ncome and net profits tax authorized under 53 Pa.C. S. §
8703 (relating to adoption of referendum) to an earned

income and net profits tax authorized under this chapter
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at the sane rate as the tax levied under 53 Pa.C. S. 8§

8703 on the date of conversion. The tax authorized under

this subsection shall be subject to the provisions of

this subsection and sections 323, 324, 325 and 326.

(1i) The school district shall conbine all revenue
generated for funding honmestead and farnstead excl usions
under 53 Pa.C.S. 8 8703 with any revenue collected for
t he purposes of funding honestead and farnst ead
excl usi ons under this chapter.

(ii1) Wen calculating the proposed rate of the
i ncome tax pursuant to subsection (c), the school
district shall include any revenue collected for the
pur poses of honestead and farnstead excl usions.

(iv) The school district shall no | onger inplenent
any provision of 53 Pa.C. S. Ch. 87.

(f) Election proceedings.--Proceedings under this section
shall be in accordance with the provisions of the Pennsylvania
El ecti on Code.

(g) Nonapplicability to certain school districts.--This
section shall not apply to a school district of the first class,
a school district of the first class A or a school district
coterminous with a city of the second class A
Section 332. Adoption of further referendum

(a) GCeneral rule.--In addition to the provisions of section
331.2, a board of school directors may:

(1) Levy, assess and collect an earned inconme and net
profits tax authorized under section 321(b)(2) only after
obtai ning the approval of the electorate of the school
district in a public referendumat a rmnunicipal election. The

first such public referendum nust be conducted no earlier
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1 t han the rmunici pal election of 2009.

2 (2) Levy, assess and collect a personal incone tax

3 aut hori zed under section 321(c) only after obtaining the

4 approval of the electorate of the school district in a public
5 referendum at a nunicipal election. The first such public

6 ref erendum nust be conducted no earlier than the nunici pal

7 el ection of 2009 and no such public referendum may be

8 conducted until the Departnment of Revenue receives final

9 approval of regul ations governing the collection of a

10 personal incone tax.

11 (b) Submittal of referendum --

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

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

15 school district to |levy, assess and collect an earned incone
16 and net profits tax or a personal incone tax for the purpose
17 of annually fundi ng honmestead and farnstead excl usions or

18 m |l age reductions in certain circunstances. Prior to placing
19 a referendum question on the ballot, the board of school
20 di rectors nust adopt a resolution pursuant to this section.
21 The board of school directors nust give public notice of its
22 intent to adopt the resolution in the manner provided by
23 section 4 of the Local Tax Enabling Act and nust conduct at
24 | east one public hearing on the resol ution.
25 (2) The board of school directors shall submt the
26 ref erendum question required under this section to the
27 el ection officials of each county in which the school
28 district is situate no |ater than 60 days prior to a
29 muni ci pal election. The election officials shall cause the
30 ref erendum question to be subnmtted to the electors of the

20051H0039B0093 - 26 -



© 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

school district.

(3) The referendum question shall state the rate of the
proposed earned i ncone and net profits tax or personal incone
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 amount of $Y. The
current (insert nanme of tax) rate for the school district
is Z%

(i1i) Do you favor inposing a personal inconme tax at
X¥%®? The revenue generated fromthe tax will be used to
reduce taxes on qualified residential properties by
(insert anobunt of reduction).

(iti1) 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 (insert
anount of reduction) and to replace the revenue fromthe
current school district's earned incone tax. The current
earned incone tax rate is Z%

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

statenent shall informthe voters of:

(i) the reason for the tax;

(ii) the estimated increase in revenue which the
board of school directors 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

(iv) the current rate of earned income and net
profits tax or, if applicable, personal inconme tax |evied
by the school district.

(c) Proposed tax rate.--The proposed rate of the earned
income and net profits tax or personal inconme tax shall be
establ i shed by the board of school directors of the school
district and shall not exceed the rate, when conbined with the
tax rate authorized under section 331.2, required to provide an
excl usion for honestead property and farnstead property equal to
t he maxi mum excl usi on under 53 Pa.C. S. § 8586.

(d) Effective date.--1f the referendum question under this
section is approved, the new rate of the earned incone and net
profits tax or personal inconme tax shall take effect pursuant to
section 321(d).

(e) Mjority approval.--Approval of the referendum required
under this subsection shall be by a majority of the electors
voting on the question in the school district.

(f) (Reserved).
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1 (g) Effect on certain school districts.--This section shal

2 not apply to a school district of the first class.

3 (h) School districts operating under 53 Pa.C.S. Ch. 87.--

4 (1) (Reserved).

5 (2) (Reserved).

6 (2.1) This subsection shall apply to a school district

7 which is subject to 53 Pa.C.S. Ch. 87 (relating to other

8 subj ects of taxation).

9 (3) A school district under this subsection shal

10 convert its earned incone and net profits tax authorized

11 under 53 Pa.C.S. 8 8703 to an earned incone and net profits
12 tax authorized under this subsection at the sane rate as the
13 tax was | evied under 53 Pa.C.S. 8§ 8703 on the date of

14 conversion. The tax authorized under this subsection shall be
15 subject to the provisions of sections 323, 324, 325 and 326.
16 (4) A school district under this subsection shal

17 conbi ne all revenue generated for funding honmestead and

18 farnmstead exclusions under 53 Pa.C.S. 8 8703 with any revenue
19 col l ected for the purposes of funding honmestead and farnstead
20 excl usi ons under this chapter.
21 (1) Pennsylvania El ection Code provisions.--Proceedi ngs

22 under this section shall be in accordance with the provisions of
23 the Pennsyl vania El ecti on Code.

24 Section 333. Public referendumrequirenents for increasing

25 certain taxes.

26 (a) Applicability.--The foll ow ng provisions shall apply to

27 this section:

28 (1) For the 2006-2007 fiscal year, the tax increase
29 proposed by any board of school directors shall not exceed
30 t he index, unless an exception under subsection (f) or (n) is
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approved pursuant to subsection (i) or (j), provided that a
board of school directors that did not elect to participate
in the former act of July 5, 2004 (P.L.654, No.72), known as
t he Honeowner Tax Relief Act, shall have the authority to
petition the court of common pleas for an additional tax rate
increase if the tax rate increase allowed by the index and
any exception approved pursuant to subsection (i) or (j) is
insufficient to bal ance the proposed budget. No later than
July 15, 2006, the court shall grant the school district's
request for the tax rate increase upon good cause shown if
the school district proves by clear and convincing evidence
that the tax rate increase authorized under this paragraph is
insufficient to bal ance the proposed budget. For a board of
school directors subject to this paragraph, the dates by

whi ch the board of school directors, the departnment and the
court of common pleas shall be required to conply with
section 311 and subsections (e), (i) and (j) shall be 92 days
after the dates set forth in those provisions; except that
the date by which the board of school directors shall be
required to conply with all of the provisions of section
311(c) shall be ten days prior to the date by which the board
of school directors is required to adopt a prelimnary
budget. Any exceptions granted to a board of school directors
under section 333 of the fornmer Homeowner Tax Relief Act

shall remain in full force and effect. Notw thstandi ng the
provi sions of this paragraph, a board of school directors

t hat sought and was granted approval for one or nore
exceptions under section 333 of the fornmer Honeowner Tax
Relief Act may apply for any exception under subsections

(f)(v) and (ix) and (n), where the dollar amount of an
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1 exception approved by the departnment under the former

2 Homeowner Tax Relief Act is |less than the dollar anount of

3 t he exception for which the school district is eligible under

4 this act.

5 (2) This section shall apply to each board of school

6 directors beginning with any proposed tax increase that takes

7 effect in the 2007-2008 fiscal year and each fiscal year

8 t hereafter.

9 (b) Prohibitions.--Except as set forth in subsection (i) and
10 (j), unless there is conpliance with subsection (c), a board of
11 school directors may not do any of the follow ng:

12 (1) Increase the rate of a tax levied for the support of
13 the public schools by nore than the index. For purposes of

14 conpliance with this paragraph, a school district which is
15 situated in nore than one county and which |evies real estate
16 t axes under section 672.1 of the act of March 10, 1949

17 (P.L.30, No.14), known as the Public School Code of 1949,

18 shall apply the index to each separate rate of real estate
19 t axes | evied.

20 (2) Levy a tax for the support of the public schools

21 whi ch was not levied in the 2005-2006 fiscal year.

22 (3) Raise the rate of the earned incone and net profits
23 tax if already inposed under the authority of the Local Tax
24 Enabl ing Act, except as otherw se provided for under section
25 331.2 or 332.

26 (4) Notw thstandi ng any other provision of this chapter
27 to the contrary, the adoption of a referendum under section
28 331.2 or 332 confers on the board of school directors the

29 authority to raise incone taxes only to the extent contained
30 in the | anguage of the referendum and any future increase of
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an inconme 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 si ons of section 332.

(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 nmust be
submtted to the electors of the school district, and a
majority of the electors voting on the question must 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.

(3) Except as set forth in subsections (i) and (j), a
school district acting pursuant to this subsection shal
submt the referendum question required under this section to
the election officials of each county in which it is situate
no later than 60 days prior to the election i mredi ately
preceding the fiscal year in which the tax increase would
t ake effect.

(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

20051H0039B0093 - 32 -



© 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

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

statenent shall include information that references the itens

of expenditure for which the tax increase is sought and the
consequence of the referendum bei ng di sapproved by the

el ectorate.

(d) Failure to approve referendum --

(1) |If a referendum question submtted under subsection

(c)(1) is not approved, the board of school directors may

approve an increase in the tax rate of not nore than the

i ndex.

(2) If a referendum question submtted under subsection

(c)(2) is not approved, the board of school directors may not

| evy the tax.

(e) Tax rate subm ssions.--A school district that has
adopted a prelimnary budget proposal under section 311 that
includes an increase in the rate of any tax levied for the
support of public schools shall submt information on the
increase to the departnent on a uniformform prepared by the
departnent. The school district shall submt such information no
| ater than 85 days prior to the date of the election imedi 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.
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If the departnent determ nes that the proposed percentage
increase in the rate of the tax exceeds the index, the
departnent 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 subsections (i)

and (j).

(f) Referendum exceptions.--A school district may, wthout
seeki ng 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 follow 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

froman enmergency or disaster declared pursuant to 35

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

Governor) or 75 Pa.C.S. 8 6108 (relating to power of

Governor during emergency).

(i1i) Costs to inplenent a court order or an

adm nistrative order froma Federal or State agency as

long as the tax increase is rescinded foll ow ng
fulfillment of the court order or adm nistrative order.
(ii1) Costs associated with the foll ow ng:

(A) For a board of school directors that el ected
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to participate in the former act of July 5, 2004
(P.L.654, No.72) known as the Homeowner Tax Reli ef
Act, 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
Sept enber 4, 2004. In no case may the school district
i ncur additional debt under this clause except for
t he refinancing of existing debt, including the
paynment of costs and expenses related 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
paynent of interest and principal.

(A.1) For a board of school directors that did
not elect to participate in the former act of July 5,
2004 (P.L.654, No.72), known as the Honeowner Tax
Relief Act, 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 act. In no case nmay the
school district incur additional debt under this
cl ause except for the refinancing of existing debt,
i ncludi ng the paynent of costs and 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. An increase under this clause shall be

- 35 -



© 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
20051H0039B0093

rescinded following the final paynent of interest and
princi pal .

(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'l) For a board of school directors that
el ected to participate in the former Homeowner
Tax Relief Act, the indebtedness to fund
appropriate debt service reserves for the project
is incurred after Septenber 3, 2004.

(I'1.1) For a board of school directors that
did not elect to participate in the former
Homeowner Tax Relief Act, the indebtedness to
fund appropriate debt service reserves for the
project is incurred on or after the effective
date of this act.

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

(I'V) The indebtedness is incurred only after
exi sting fund bal ances for school construction
and any undesi gnated fund bal ances have been
fully conmtted to fund the project.

(V) The indebtedness is for an academnic
el ementary or academ ¢ secondary school buil ding.
For purposes of this subclause, the follow ng
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shall not be considered to be an academnic

el enentary or academ ¢ secondary school buil ding:
natatorium stadium bl eachers, athletic field,
athletic field lighting equi pnent and appar at us
used to pronote and conduct interscholastic
athletics.

(VI) For school districts of the second,
third and fourth class, the project has been
approved by the departnment under section 731 of
the act of March 10, 1949 (P.L.30, No.14), known
as the Public School Code of 1949. For
nonr ei mbur sabl e projects in school districts of
the first class A the plans and specifications
have been approved by the board of school
directors. For reinbursable projects in school
districts of the first class A the plans and
speci fications have been approved by the
departnment pursuant to 22 Pa. Code Ch. 21.

(D) To pay interest and principal on
i ndebt edness for up to $250, 000 of the construction
cost of a nonacadem c school construction project, as
adj usted annual ly by the percentage increase in the
average of the Statew de average weekly wage and the
enpl oynment cost index. An increase under this clause
shall be rescinded follow ng the final paynent of
i nterest and principal.

(E) For purposes of this subparagraph, electoral
debt includes the refunding or refinancing of
el ectoral debt for which an exception is permtted
under clause (B) as long as the refunding or
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1 refinancing incurs no additional debt other than for
2 (I') ~costs and expenses related to the

3 refundi ng or refinancing; and

4 (I'1) funding of appropriate debt service

5 reserves.

6 (F) For purposes of this subparagraph,

7 i ndebt edness i ncludes the refunding or refinancing of
8 i ndebt edness for which an exception is permtted

9 under cl auses (A), (A1), (C and (D) as long as the
10 refundi ng or refinancing incurs no additional debt
11 ot her than for:

12 (I') ~costs and expenses related to the

13 refundi ng or refinancing;, and

14 (I'1) funding of appropriate debt service

15 reserves.

16 (iv) Costs to respond to conditions which pose an
17 i mredi ate threat of serious physical harmor injury to
18 the students, staff or residents of the school district,
19 but only until the conditions causing the threat have
20 been fully resol ved.
21 (v) Costs incurred in providing special education
22 prograns and services to students with disabilities if
23 the increase in expenditures on special education
24 prograns and services was greater than the index. The
25 dol | ar amount of this exception shall be equal to the
26 portion of the increase that exceeds the index.
27 (vi) Costs which:
28 (A) were incurred in the inplenentation of a
29 school inprovenent plan required under section
30 1116(b) of the Elenmentary and Secondary Educati on Act
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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 naintain:

(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
property taxes, earned incone and net profits taxes,
personal income taxes, basic education funding
al l ocati ons and speci al education funding allocations,
adj usted by the index, for a school district where the
percentage increase in revenues derived fromreal
property taxes, earned incone and net profits taxes,
personal income taxes, basic education funding
al l ocations and speci al education funding all ocations
bet ween the school year determ ned under subsection
(j)(4) and the school year preceding the school year
det erm ned under subsection (j)(4) is less than the
i ndex.

(ix) Costs incurred for providing health care-
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rel ated benefits which are directly attributable to a

col | ective bargaining agreenent in effect on January 1,

2006, between the school district and its enpl oyees'

organi zation if the anticipated increase in the cost of

health care-rel ated benefits between the current year and

t he upcom ng year is greater than the index. The dollar

anount of this exception shall be equal to the portion of

the increase which exceeds the index. This subparagraph
shall not apply to a collective bargaini ng agreenent

renewed, extended or entered into after January 1, 2006.
(g) Revenue derived fromincrease.--Any revenue derived from

an increase in the rate of any tax allowed pursuant to
subsection (f)(2)(iii) shall not exceed the anticipated dollar
anount of the expenditure.

(h) Limtation on tax rate.--The increase in the rate of any
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 Internet site, if one is maintained,
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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 Internet site, if one is maintained, notice, as
soon as possible followi ng notification fromthe court that a
heari ng has been schedul ed, stating the date, time and pl ace
of the hearing on the petition. The follow ng shall apply to
any proceedings 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
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 preceding 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 submt a referendum questi on 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.

(j) Department approval.--
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(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.

(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
Internet site, if one is maintained, notice of its intent to
seek departnment 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 Internet 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

(i1i) 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
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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 Public School
Code of 1949 has been received. The department shall inform
school districts of the school years determ ned under this
subsection no later than 30 days prior to the date on which
public inspection of proposed school budgets is required
under section 311(c).

(5) (i) The departnent shall rule on the schoo
district's request and shall informthe school district of
its decision no |ater than 55 days prior to the date of the
el ection i mredi ately precedi ng the begi nning of the school
district's fiscal year.

(ii) If the departnment 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.

(itit) If the departnent denies the request, the
school district may submt a referendum questi on under
subsection (c)(1). The question nust be subnitted to the
el ection officials no later than 50 days prior to the
date of the election i mediately precedi ng the begi nni ng
of the school district's fiscal year.

(6) Wthin 30 days of the deadline under paragraph
(5)(i), the departnent shall submit a report to the President
pro tenpore of the Senate, the Mnority Leader of the Senate,
t he 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.
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The departnent shall also publish the report on its publicly

accessible Internet site. The report shall include:

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

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

(ti1) The departnment's ruling on the request for the
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 who 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.

(1) Index calculation.--No |later 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 Pennsylvania
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 camnpai gn purposes.

(2) This subsection shall not be construed to prohibit

the use of public funds for dissem nation of factual
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information relative to a referendum appearing on an el ection

bal | ot .

(3) As used in this subsection, the term"public funds"
means any funds appropriated by the General Assenbly or by a
political subdivision
(n) Treatnent of certain required paynents.--The provisions

of subsections (f) and (j) shall apply to a school district's

share of paynents to the Public School Enployees' Retirenent

System as required under 24 Pa.C.S. 8§ 8327 (relating to paynents

by enpl oyers) if the increase in the actual dollar anmount of

esti mated paynents between the current year and the upcom ng

year is greater than the index. The dollar anount to which

subsection (f) applies shall equal that portion of the increase

whi ch exceeds the product of the index and the actual dollar

val ue of paynments for the current year

Section 334. Disposition of inconme 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) (Reserved).

(2) (Reserved).

(3) Except as set forth in section 335(a) or section
321(b)(4), in the fiscal year that a tax under section
321(b)(1) or (2) is inplenented or increased, all revenue
recei ved by a school district that is directly attributable
to that tax shall be used to fund exclusions for honestead
and farnstead property.

(4) Except as set forth in section 335(a), in the second

fiscal year and each fiscal year thereafter, an anount
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1 equi valent to the revenue directly attributable to the

2 imposition of the tax in the first full fiscal year in which
3 the tax is levied and collected shall be used to fund

4 excl usions for honmestead and farnstead property. All

5 remai ni ng revenue nmay be used for the operations of the

6 school district.

7 (b) Personal incone tax revenue.--All personal incone tax

8 revenue received by the school district pursuant to this chapter
9 shall be used as foll ows:

10 (1) Except as set forth in section 321(c)(6) or 335(a),
11 in the fiscal year that the tax under section 321(c) is

12 i npl enented or increased, all revenue received by the school
13 district pursuant to section 321(c)(2)(iii) shall be used to
14 fund exclusions for honmestead and farnstead property.

15 (2) Except as set forth in section 335(a), in the second
16 fiscal year and each fiscal year thereafter, an anount

17 equi valent to the revenue directly attributable to the

18 imposition of the tax in the first full fiscal year in which
19 the tax is levied and collected shall be used to fund
20 excl usions for honmestead and farnstead property. All
21 remai ni ng revenue nmay be used for the operations of the
22 school district.
23 (c) Property tax reduction allocations.--
24 (1) A school district that receives a property tax
25 reduction allocation under section 505 shall use the property
26 tax reduction allocation to fund exclusions for honestead and
27 farnmst ead property or, where section 335(a)(2) applies, to
28 reduce the property tax rate on all properties subject to the
29 property tax in the school district.
30 (2) Notw thstanding the provisions of paragraph (1), a

20051H0039B0093 - 46 -



© 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

school district coterminous with a city of the second class A
may use up to 50% of the property tax reduction allocation
recei ved under section 505 to reduce the rate of the earned
income and net profits tax |evied by the school district
pursuant to any other act. If a board of school directors

el ects to reduce the rate of earned incone and net profits

tax pursuant to this paragraph, it shall adopt a resolution

reducing the rate of earned i ncome and net profits tax no
|ater than the | ast day of the fiscal year inmediately
precedi ng the fiscal year in which the new earned i ncone and
net profits tax rate shall take effect. The board shall give
public notice of its intent to adopt the resolution in the
manner provided by section 4 of the Local Tax Enabling Act
and shall conduct at |east one public hearing on the
resolution. Any portion of the property tax reduction

al l ocation not used to reduce the rate of the earned incone

and net profits tax shall be used as prescribed in paragraph

(1).

Section 335. School district options.

(a) Receipt of property tax reduction allocation.--1n any
fiscal year in which a school district receives a property tax
reduction allocation under section 505 and the sum of the
property tax reduction allocation and revenue fromthe earned
income and net profits tax or personal income tax received by
the school district under this chapter exceeds the anobunt
required to fund the maxi num honestead and farnstead excl usions
aut hori zed under 53 Pa.C.S. 8§ 8586 (relating to |limtations),

t he school district may:
(1) reduce the rate of the earned inconme and net profits

tax or personal inconme tax such that the sum of the property

20051H0039B0093 - 47 -



© 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

tax reduction allocation and the earned income and net

profits tax or personal inconme tax revenue is equal to the

anount required to fund the maxi mnum honestead and f arnst ead
excl usi ons authorized under 53 Pa.C. S. § 8586; or

(2) maintain the rate of the earned i nconme and net
profits tax or personal inconme tax and utilize any revenue in
excess of the revenue required to fund the maxi num honest ead

and farmnstead exclusions authorized under 53 Pa.C. S. 8§ 8586

to reduce the property tax rate on all properties subject to

the property tax in the school district.

(b) Reduction of earned incone and net profits tax.--1n any
year subsequent to a year in which the rate of the earned incone
and net profits tax or personal incone tax was reduced pursuant
to subsection (a)(1l) and the sumof the property tax reduction
al  ocati on under section 505 and revenue fromthe earned i ncone
and net profits tax or personal incone tax received by the
school district under this chapter is | ess than the anount
necessary to mmi ntain the maxi mum honestead and far nst ead
excl usi ons authorized under 53 Pa.C. S. § 8586, the school
district may raise the rate of the earned inconme and net profits
tax or personal inconme tax up to the amount previously reduced
under subsection (a)(1), w thout conplying with the referendum
provi si ons of section 332.

SUBCHAPTER E
HOVESTEAD EXCLUSI ON
Section 341. Honestead and farnstead applications.

(a) (Reserved).

(b) Annual notification.--No |later than 60 days prior to the
application deadline in subsection (c), a board of school

directors shall notify by first class nail the owner of each
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parcel of residential property within the district of the
exi stence of the school district's honestead and farnstead
excl usion program the need to file an application in accordance
with 53 Pa.C.S. 8§ 8584(a) in order to qualify for the program
and the application deadline. A school district may limt the
annual notification to owners of residential property:

(1) who are not currently approved; or

(2) whose approval is due to expire.

(c) Application deadline.--1n accordance with 53 Pa.C. S. §
8584(b), the deadline for filing an application with the
assessor shall be March 1.

(d) Action on application.--Real property for which an
application has been filed by the application deadline shall be
deened to be a honestead or farnstead property which is eligible
for a honestead or farnstead exclusion unless the assessor
deni es the application. Denials of application by the assessor
and the right to appeal that decision shall be in accordance
with 53 Pa.C. S. § 8584(d) and (e).

(e) Application review and subm ssion. --Except as set forth
in 53 Pa.C.S. § 8584(j), an assessor shall not require the owner
of a previously approved property to resubmt an application
nore than one tine every three years.

(f) Applicability.--The provisions of 53 Pa.C. S. § 8584(f),
(g), (h) and (j) shall apply to any application filed under this
secti on.

(g) Duties of assessors.--

(1) The assessor shall nmail to the owner of property for
whi ch an application has been subm tted and approved or
deni ed under this section notice of such fact no |ater than

30 days after receipt of the application.

20051H0039B0093 - 49 -



© 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

(2) (i) The assessor shall notify the owner of any
homest ead or farnstead property designated as such under
any other statute of the need, if any, to resubmt an
application to maintain the property's eligibility as a
homest ead or farnstead property.

(ii) Nothing in this paragraph shall be construed to
prohi bit a county assessor from designating property
previously determ ned to be honestead property under any
ot her statute as honestead or farnstead property for
pur poses of this section.

(3) The assessor shall provide each school district with

a certified report, as provided in 53 Pa.C. S. 8§ 8584(i), no

| ater than May 1.

(h) Uniformapplication and instructions.--The application
to designate property as honmestead or farnstead property shal
be uni formand shall include instructions for conpleting the
application. The Departnent of Community and Econom c
Devel opnent shall devel op a uniform application and instructions
to be used by county assessors and shall publish the uniform
application and instructions no |later than 15 days after the
effective date of this section. Nothing in this subsection shal
be construed to require the departnment to devel op and publish
the uniformallocation and instructions if the departnment did so
during cal endar year 2004.

(i) Prohibitions.--A county shall not require an application
fee for the filing or review of an application submtted under
this section or under 53 Pa.C. S. § 8584(a).

(j) Applications previously filed.--An application filed
bet ween Septenber 3, 2004, and the effective date of this

section shall be used to qualify an applicant for the program
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Section 342. Honestead and farnstead excl usion process.

Each fiscal year in which a school district inposes a tax
aut hori zed under section 321 or receives a property tax
reduction allocation pursuant to Chapter 5, the district shal
cal cul ate a honestead and farnstead exclusion for the purpose of
reduci ng school district property taxes. The school district
shall adopt a resolution inplenenting the honmestead and
farnmst ead exclusion no |ater than the | ast day of the fiscal
year inmediately preceding the fiscal year in which the
honest ead and farnst ead excl usions shall take effect.

Section 343. School district tax notices.

(a) Tax notice.--A school district that inplenments honestead
and farmnstead exclusions shall item ze the honestead and
farnmstead exclusion on tax bills sent to honestead and farnstead
owners, indicating the original amount of tax liability, the
amount of the exclusion and the net ampbunt of tax due after the
exclusion is applied. The tax bill shall be easily
under st andabl e and i nclude a notice pursuant to subsection (b).

(b) Notice of property tax relief.--A school district that

i npl enents honmest ead and farnstead exclusions shall include with
t he honestead or farnstead owner's tax bill a notice that the
tax bill includes a honestead or farnstead exclusion. The notice

shall at a minimumtake the foll ow ng form
NOTI CE OF PROPERTY TAX RELI EF
Your enclosed tax bill includes a tax reduction for your
homest ead and/or farnstead property. As an eligi bl e honestead
and/ or farnstead property owner, you have received tax relief
t hrough a honestead and/or farnstead exclusion which has been
provi ded under the Pennsyl vani a Taxpayer Relief Act, a |aw

passed by the Pennsylvania General Assenbly designed to

20051H0039B0093 - 51 -



reduce your property taxes.
SUBCHAPTER F
REG STER
Section 351. Tax Register and Local Tax Wthhol di ng Regi ster.

(a) GCeneral rule.--The Departnment of Conmunity and Econom c
Devel opnent shall maintain a Tax Regi ster and Local Wt hhol di ng
Tax Regi ster.

(b) Tax Register.--The Departnment of Conmunity and Econom c
Devel opnent shall maintain a Tax Register, an offici al
continuing register of all county, rmunicipal and school tax
rates wwthin this Conmonwealth on its publicly accessible
Internet website. Information for the Tax Regi ster shall be
furni shed by each county, nunicipality and school district to
t he departnent as prescribed by the Departnment of Conmunity and
Econom ¢ Devel opnment. The Departnment of Comrunity and Econom c
Devel opnent shall continuously update the Tax Regi ster as new
and updated information is provided.

(c) Local Wthhol ding Tax Register.--As part of the Tax
Regi ster, the Departnent of Community and Economi c Devel opnent
shall maintain a Local Wthhol ding Tax Regi ster, an official
continuing register of all wthhol ding taxes.

(d) Contents of Local Wthhol ding Tax Regi ster.--The Local
W t hhol di ng Tax Regi ster shall be organized by municipality and
shall list all of the follow ng:

(1) Each municipality and coterm nous school district.
(2) The effective municipal inconme tax rate on resident

t axpayers.

(3) The effective school district income tax rate on
resi dent taxpayers.

(4) The conbi ned nunicipal and school district incomne
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tax rate on taxpayers residing in each nunicipality.

(5) The effective income tax rate on resident and
nonr esi dent taxpayers working within a nunicipality.
(6) Whether an incone tax is a personal incone tax

| evied under this chapter.

(7) The effective energency and nunici pal services tax
rate.

(8) The effective school district energency and
muni ci pal services tax rate.

(9) The conbi ned nunicipal and school district energency
and rmuni ci pal services tax rate.

(10) The anpbunt of any other w thhol di ng tax.

(11) The nane, tel ephone nunber, address, e-nmai

address, where available, and Internet website, where

avai l abl e, of the tax officer responsible for admnistering

the collection of the tax and fromwhominformation, forns

and copies of regulations are avail abl e.

(12) Any other information deened to be necessary by the

Department of Community and Econom c Devel opnent.

(e) Oficial release and effective period of tax rates on

Local W thhol ding Tax Register.--0On June 15 and Decenber 15 of
each year, the Departnent of Community and Economi c Devel opnent
shall update and officially rel ease withholding tax rates on the
Local Tax W thhol ding Register. Wthholding for tax rates
rel eased on June 15 shall becone effective on July 1.
Wthhol ding for tax rates rel eased on Decenber 15 shall becone
effective on January 1 of the follow ng year. The Departnent of
Community and Econom c Devel opnment may revise the notification,
official release and effective dates of the Local Wthhol ding

Tax Regi ster for good cause and with adequate noti ce.
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(f) Information for the Local Wthhol ding Tax Register. --
Information for the Local Wthhol ding Tax Regi ster shall be
furni shed by each municipality and school district to the
Department of Community and Econom c Devel opnent as prescri bed
by the departnment. The information shall include a copy of the
ordi nance or resolution enacting, repealing or changing the tax.
The Departnent of Community and Econom c Devel opnent shall be
notified and receive information regardi ng changes to the Local
Wt hhol di ng Tax Register as follows:

(1) New tax enactnents, repeals and changes shall be

recei ved by the Departnent of Comrunity and Econom c

Devel opnment no later than June 1 to require w thholding of a

new tax, withholding at a newrate, or to suspend w thhol di ng

of such tax effective July 1 of that year. Al new tax
enactnents, repeals and changes received by the Departnent of

Community and Econom c Devel opnment by June 1 shall be

officially rel eased on June 15 and becone effective on July

1. Failure of the Departnent of Community and Econom c

Devel opnent to receive information by June 1 from

muni ci palities and school districts regarding current tax

rates, new tax enactnents, repeals and changes shall be

construed to nmean that the information contained in the

previ ous rel ease of the Local Tax Wthhol di ng Register is

still in force. Information received by the Departnent of

Community and Econom c Devel opnent after June 1, but before

Decenber 1, shall be officially released on Decenber 15.

(2) New tax enactnents, repeals and changes shall be

recei ved by the Departnent of Comrunity and Econom c

Devel opnment no |ater than Decenber 1 to require wthhol ding

of a newtax, wthholding at a newrate, or to suspend

20051H0039B0093 - 54 -



© 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

wi t hhol di ng of such tax effective January 1 of the follow ng
year. Al new tax enactnents, repeals and changes received by
t he Departnent of Community and Econom c Devel opnent by
Decenber 1 shall be officially rel eased on Decenber 15 and
becone effective on January 1 of the follow ng year. Failure
of the Departnment of Community and Econom c Devel opnent to
receive informati on by Decenber 1 from nunicipalities and
school districts regarding current tax rates, new tax
enactnents, repeals and changes shall be construed to nean
that the information contained in the previous rel ease of the
Local Tax Wthholding Register is still in force. Information
recei ved by the Departnent of Comrunity and Econom c
Devel opnent after Decenber 1, but before June 1, shall be
officially rel eased on June 15.
(g) Wthholding and effect of Local Wthhol ding Tax
Regi ster. --Enpl oyers shall not be required to withhold fromthe
conpensation of their enployees or nmake reports of conpensation
in connection with any withholding tax that is not officially
rel eased on the Local Wthhol ding Tax Regi ster as of June 15 and
Decenber 15 of each year or as of August 15, 2006, as provided
in subsections (e) and (f). Notwithstanding any law to the
contrary, no school district, municipality or tax officer may
require any enployer to withhold a withholding tax at a rate or
anount which is not officially released on the Local Wthhol ding
Tax Regi ster. The provisions of this section shall not affect
the liability of any taxpayer for taxes lawfully inposed under
this act.
(h) Wthholding and effect to Tax Regi ster.--An enpl oyer may
wi thhold at the nost recently available rate on the Tax Regi ster

even if the rate is different than the tax rate officially
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rel eased on the Local Wthhol ding Tax Regi ster as provided in
subsections (d) and (e). An enployer shall not be required to
withhold a tax rate that is not officially released on the Local
W t hhol di ng Tax Regi ster.
CHAPTER 5
STATE FUNDS FORMULA
Section 501. Scope.

This chapter relates to the State funds fornula for tax
relief.

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 maximnum"™ 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
Commonweal t h.

"Estimated | ocal revenue calculation.” The conpensation and
net profits conponent of the 2002 personal incone val uation
certified by the Secretary of Revenue under section 2501(9.1) of
the act of March 10, 1949 (P.L.30, No.14), known as the Public
School Code of 1949, nmultiplied by 0.1%

"Fund." The Property Tax Relief Fund established under 4
Pa.C.S. 8 1409 (relating to Property Tax Relief Fund).

"Incone tax." A tax on earned inconme and net profits or a

tax on personal inconme pursuant to Chapter 3.
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"Property tax reduction index." A quotient equal to the sum
of the numerical rank of a school district's personal incone
val uation per average daily nenbership, the nunerical rank of
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.

"Property Tax Relief Reserve Fund." The fund established in
section 504.

"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 district.”" As defined in section 302 and including a
school district of the first class.

"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.

"Secretary." The Secretary of the Budget of the
Commonweal t h.

Section 503. Certification; calculation of mninmmand maxi mum
nodi fiers.

(a) Secretary of the Budget certification.--

(1) No later than April 15, 2006, and April 15 of each
year thereafter, the Secretary of the Budget shall certify
all of the follow ng:

(i) The total anount of revenue in the fund. In

calculating the total anount of revenue in the fund, the
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1 secretary shall take into account all of the foll ow ng:

2 (A) For the certification to be conpleted no

3 |ater than April 15, 2006, revenue which:

4 (1) has been deposited into the fund prior

5 to the date of the certification;

6 (I'l) is reasonably projected to be deposited
7 into the fund during the six nonths foll ow ng the
8 date on which the certification is nmade; and

9 (I'11) bhas been appropriated under section

10 5002.

11 (B) For certifications in subsequent fiscal

12 years:

13 (1) revenue which has been deposited into

14 the fund during the six nmonths prior to the date
15 on which the certification is nmade; and

16 (I'l) revenue enunerated in clause (A (II).
17 (i1i) The total amount of revenue in the Property Tax
18 Rel i ef Reserve Fund.

19 (itit) In certifying the anmount avail able for
20 di stribution under subsection (e), the secretary shal
21 only certify an anmount that is sustainable in subsequent
22 years.
23 (2) |If the actual revenue deposited into the fund during
24 the six nonths follow ng the date on which the certification
25 is made exceeds projections, any revenue in excess of
26 projections shall remain in the fund and may be included in
27 the certification for the subsequent fiscal year.
28 (b) Additional certification.--
29 (1) The departnent shall cal cul ate each schoo
30 district's estimated | ocal revenue calculation and certify
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1 the calculation to the secretary no later than 30 days after
2 the effective date of this section.

3 (2) By Decenber 15, 2004, and Decenber 15 of each year
4 thereafter, each school district subject to section 324 shal
5 certify to the departnent the total anmount of tax credits

6 under section 324(2).

7 (c) Allocation nodifiers.--The secretary shall cal cul ate

8 nodifiers for the allocation maxi rumand the allocation mninum
9 Dbased on the anmount avail able for distribution under subsection
10 (e).

11 (1) |If the anmount available for distribution for a

12 fiscal year exceeds $750, 000, 000, the m nimum nodifier for
13 the allocation m ninumshall be a value of .005 per

14 $50, 000, 000 i n excess of $750,000,000. The nodifier for the
15 all ocati on m ni num shall not exceed 0. O05.

16 (2) If the anmount available for distribution for a

17 fiscal year exceeds $750, 000, 000, the m nimum nodifier for
18 the allocation maxi num shall be a value of .02 per

19 $50, 000, 000 i n excess of $750,000,000. The nodifier for the
20 al | ocati on maxi num shall not exceed 0. 2.
21 (d) Notification.--
22 (1) By April 20, 2006, and April 20 each year
23 thereafter, the secretary shall notify the departnment whether
24 it is authorized to provide school districts with property
25 tax reduction allocations under section 505.
26 (2) The secretary shall not authorize the departnent to
27 provide the first property tax reduction allocations until:
28 (i) the certification under subsection (a)(1)(ii) is
29 in conpliance with section 504(c)(1); and
30 (1i) the anpunt available for distribution under
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1 subsection (e) is equal to or greater than $400, 000, 000.
2 (3) Subsequent property tax reduction allocations shal
3 only be authorized when the bal ance of the Property Tax

4 Rel i ef Reserve Fund is in conpliance with section 504(c)(1).
5 (e) Distribution.--

6 (1) For fiscal years 2007-2008 and 2008-2009, the

7 secretary shall distribute the difference between the anmount
8 certified under subsection (a)(1)(i) and the sum of all of

9 t he foll ow ng:

10 (1) The amount sufficient to fund rei nbursenents to
11 el igible school districts pursuant to section 324. The
12 anount deducted pursuant to this clause shall be

13 cal cul at ed based on the information provided by school
14 di stricts pursuant to subsection (b)(2).

15 (ii) The anount of approved clains under section

16 704.

17 (ti1) The amount of approved cl ai ms under section
18 1304(a) (2)(ii).

19 (2) For fiscal year 2009-2010 and each fiscal year
20 thereafter, the secretary shall distribute the difference
21 bet ween the amount certified under subsection (a)(1)(i) and
22 the sumof all of the follow ng:
23 (i) The difference between the sum of the anount of
24 approved clains to be paid in the next fiscal year under
25 section 1304(a)(2) (i) and (3) and the anobunt of approved
26 clainms paid in the 2006-2007 fiscal year under section
27 1304(a) (1) .
28 (ii) The sumof all of the follow ng:
29 (A) The amount sufficient to fund rei nbursenents
30 to eligible school districts pursuant to section 324.
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1 The ampunt deducted pursuant to this clause shall be
2 cal cul at ed based on the information provided by

3 school districts pursuant to subsection (b)(2).

4 (B) The amount of approved cl ai ns under section
5 704.

6 (© The amount of approved cl ai ns under section
7 1304(a) (2)(ii).

8 Section 504. Property Tax Relief Reserve Fund.

9 (a) Fund established.--There is established in the State

10 Treasury a restricted receipts account to be known as the

11 Property Tax Relief Reserve Fund.

12 (b) Receipts.--The secretary is authorized to transfer funds
13 fromthe fund into the Property Tax Relief Reserve Fund

14 necessary to conply with the requirenents of subsection (c).

15 (c) Bal ance. --

16 (1) The secretary shall ensure that 25% of the anobunt

17 avai l abl e for distribution under section 503(e), but in no
18 case nore than $150, 000, 000, exists in the Property Tax

19 Rel i ef Reserve Fund prior to making an authorization under
20 section 503(d).
21 (2) If a transfer was made under subsection (d) in the
22 prior year, the secretary shall deposit funds necessary to
23 ensure that 25% of the anount available for distribution
24 under section 503(e), but in no case nore than $150, 000, 000,
25 is available in the Property Tax Relief Reserve Fund prior to
26 maki ng an aut hori zati on under section 503(d).
27 (d) Transfers.--
28 (1) The secretary may authorize a transfer fromthe
29 Property Tax Relief Reserve Fund to the fund if the anount
30 for distribution under section 503(e) is |less than the anopunt
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for distribution under section 503(e) nmade in the prior year.
The amount of the transfer under this subsection shall be
equal to the difference between the amount for distribution
under section 503(e) and the anmount for distribution under
section 503(e) made in the prior year.

(2) The secretary shall transfer any interest that has
accrued fromthe revenue in the Property Tax Relief Reserve
Fund to the fund on an annual basis.

(e) Nonlapse.--The noney in the Property Tax Relief Reserve

Fund is continuously appropriated to the Property Tax Reli ef
Reserve Fund and shall not |apse at the end of any fiscal year.

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 nillage 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 nmenbership, 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
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/incone 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
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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
avai l abl e for distribution under section 503(e). If
t he amount for distribution under section 503(e) is
| ess than $750, 000, 000, the dollar amount shall be
t he dol |l ar ampbunt necessary to allocate $750, 000, 000.

(C© If applicable, provide for the allocation
m ni mum or al |l ocati on maxi mum under subparagraph (ii)
or (iii).

(i) 1If the sumof the allocation under this

par agraph and the estinmated | ocal revenue cal cul ation

certified under section 503(b) is |less than the product

of the residential property taxes collected during the

2001- 2002 fiscal year and the allocation mninumfor a
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1 school district, the school district shall receive an

2 addi ti onal anpbunt so that the sumof the total allocation
3 under this paragraph and the estinmated | ocal revenue

4 cal culation certified under section 503(b) is equal to

5 t he product of the residential property taxes collected

6 during the 2001-2002 fiscal year and the allocation

7 m ni num

8 (1i1) Except as set forth in subsection (c), if the
9 sum of the total allocation under this paragraph and the
10 estimated | ocal revenue cal cul ation certified under

11 section 503(b) is greater than the product of the

12 residential property taxes collected during the 2001-2002
13 fiscal year and the allocation maxi mumfor a school

14 district, the school district shall receive a total

15 all ocation such that the sumof the total allocation and
16 the estimated | ocal revenue cal cul ation certified under
17 section 503(b) is equal to the product of the residential
18 property taxes collected during the 2001-2002 fiscal year
19 and the allocation maxi num
20 (itv) If the amount for distribution under section
21 503(e) is less than $750, 000, 000, each school district
22 shall receive a pro rata share of the property tax
23 reduction allocation cal cul ated under this paragraph at
24 $750, 000, 000.
25 (4) Notify each school district of the amount of its
26 property tax reduction allocation no later than May 1 of each
27 year
28 (b) Paynent.--For the fiscal year commencing July 1, 2006,

29 and July 1 of each fiscal year thereafter, except as set forth
30 in subsection (c), the department shall pay to each eligible
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1 school district a property tax reduction allocation equal to the
2 anmount cal cul ated under subsection (a)(3). The property tax

3 reduction allocation shall be divided into two equal paynents,
4 which shall be made on the fourth Thursday of August and the

5 fourth Thursday of October. Each school district shall be

6 eligible to receive a property tax reduction allocation under

7 this section unless its board of school directors takes action
8 under section 903.

9 (c) First class school districts.--The property tax

10 reduction allocation for a school district of the first class
11 shall be paid by the departnent to a city of the first class.
12 The limtations set forth in subsection (a)(3)(iii) shall not
13 apply to the calculation of the property tax reduction

14 allocation for a school district of the first class.

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

19 No.45), referred to as the Sterling Act, in a manner consi stent
20 with Chapter 7 and in accordance with the foll ow ng:
21 (1) For residents, by an anount equal to the anount of
22 the property tax reduction allocation received fromthe
23 Commonweal th pursuant to subsection (b) in an anbunt not to
24 exceed the limtations set forth in subsection (a)(3)(iii)
25 had such |imtations applied.
26 (2) For nonresidents, by any anpunt equal to the anobunt
27 of the property tax reduction allocation received fromthe
28 Commonweal t h pursuant to subsection (b) in excess of the
29 [imtations set forth in subsection (a)(3)(iii) had such
30 [imtations applied.
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(3) If the amobunt for distribution under section 503(e)
is less than $750, 000, 000, the tax reductions under

par agraphs (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 ated under subsection (a) at $750, 000, 000.

CHAPTER 7
TAX RELIEF IN C TIES OF THE FI RST CLASS
Section 701. Scope.

This chapter provides for tax relief in cities of the first
cl ass.

Section 702. (Reserved).
Section 703. Tax relief.

(a) Tax rate reduction.--A city of the first class shal
reduce the rate of wage and net profits tax on residents and
nonresi dents | evied under the act of August 5, 1932 (Sp. Sess.,
P.L.45, No.45), referred to as the Sterling Act, in order to be
eligible to receive a property tax reduction allocation under
Chapter 5. If the city elects to reduce taxes pursuant to this
chapter, all noney received fromthe fund shall be used to
of fset a reduction by the city in the fiscal year in which a
paynment under section 505(b) is received and each fiscal year
thereafter in the rate of tax on wages and net profits for both
residents and nonresidents as provided for in subsection (b).
The reductions shall remain in effect for so long as a tax
reduction allocation pursuant to Chapter 5 is paid to the city
in an anount equal to the cost of such reductions.

(b) Calculation of reduction.--

(1) The city shall calculate the amount of the tax rate
reductions so that they equal, based on estinmates certified

by the city's director of finance and approved by the
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Pennsyl vani a | nt ergover nnental Cooperation Authority prior to
the inplenmentation of the reductions, in conbination with any
reduction in the rate of unearned incone tax inposed by a
school district inthe city of the first class required by
the act of August 9, 1963 (P.L.640, No.338), entitled "An act
enpowering cities of the first class, coterm nous with school
districts of the first class, to authorize the boards of
publ i ¢ education of such school districts to inpose certain
addi tional taxes for school district purposes, and providing

for the | evy, assessnment and coll ection of such taxes," as a
result of the reduction in the rate of wage and net profits
tax, the anopunt paid to the city fromthe fund for tax
reductions. The city shall each year transfer to the school
district an anmount equal to the cost of any reduction in the
rate of unearned incone tax, and the transfer shall not be
subject to the provisions of section 696(h) of the Public
School Code.

(2) The tax rate reductions inplenmented by a city of the
first class pursuant to this section shall be in addition to
the foll ow ng schedul e of percentages of wage and net profits
tax rate reductions:

(1) On January 1, 2005, 2.9468% for residents and

1.5567% for nonresidents.

(i) On January 1, 2006, 0.6927%for residents and

1.2593% f or nonresidents.

(tit) On January 1, 2007, 0.9533% for residents and

0. 4216% f or nonresi dents.

(tv) On January 1, 2008, 0.9624% for residents and

0. 8387% for nonresidents.

(v) On January 1, 2009, 1.1851%for residents and
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be

of

1. 0526% f or nonresidents.

(c) Exceptions.--The wage and net profits tax rates nay only
rai sed above the rates specified in subsection (b)(2) if al
the foll ow ng apply:

(1) The increase is approved by an affirmative vote of
at least ten nmenbers of a city council of a city of the first
cl ass.

(2) The Pennsylvani a I ntergovernnental Cooperation
Aut hority certifies that a condition under paragraph (3)
exi st s.

(3) The increase is necessary to respond to any of the
fol | ow ng:

(i) A fiscal threat or condition, as certified by
the city's director of finance, that occurs to the city
as set forth in section 333(f) or an equival ent fiscal
threat that affects the citizens of the city. It shall be
the responsibility of the city's director of finance with
t he approval of the Pennsylvani a | ntergovernnent al
Cooperation Authority to ensure that any additional tax
revenue raised is equal to the amount expended to respond
to the fiscal threat or condition. If the anount of
revenue raised through rate adjustnment exceeds the anount
necessary to respond, over the course of the city's
approved financial plan, to the fiscal threat, the excess
anount shall be used for wage tax and net profits tax
reduction in the inmediately succeedi ng approved
financial plan, but only if the tax rate reduction,
expressed as the difference between the two tax rates,
woul d exceed . 0002.

(i1i) A decrease of nore than 2% in the anmount of
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1 total tax collections plus any funds provided under this
2 chapter fromthe preceding year's collections. Such a

3 determi nation of a decrease nust be attested to by the

4 city's director of finance.

5 (ti1) A declaration by the Pennsylvani a

6 I nt ergover nnental Cooperation Authority that the city's
7 five-year plan is disapproved pursuant to section 209 of
8 the act of June 5, 1991 (P.L.9, No.6), known as the

9 Pennsyl vani a | nt ergover nnental Cooperation Authority Act
10 for Cities of the First C ass.

11 (iv) Federal or State |aw i nposes a new unfunded

12 mandate on the city that costs the city nore than 1.5% of
13 the city's total general fund expenditures in any fiscal
14 year.

15 (v) The cost to the city of an existing mandate

16 i nposed by Federal or State |aw increases by nore than
17 1.5%of the city's total general fund expenditures in any
18 fiscal year and funds to pay for the increase are not

19 appropriated to the city by the Federal or State
20 gover nnent .
21 (vi) Existing Federal or State funding is decreased
22 by 1.5% of the city's total general fund expenditures in
23 any fiscal year
24 (d) Excess funds.--If in any fiscal year the sunms received
25 by acity of the first class fromthe fund are in excess of the
26 value of the tax rate reductions actually nmade by the city and
27 the school district of the first class pursuant to subsection
28 (a), the city shall, within 60 days following the certification
29 by the director of finance, in consultation with the Secretary

30 of the Budget and with the approval of the Pennsyl vani a
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I nt ergover nnental Cooperation Authority of the ampunt of the
excess, do either of the follow ng:
(1) repay to the fund the excess suns; or
(2) further reduce wage and net profits tax rates and
unearned inconme tax rates, if required, in the fiscal year
next follow ng the determ nation of the excess, by an anount
that will result in total tax rate reductions required for

t he amount received fromthe fund. To the extent the tax rate

reduction provided for in this paragraph, expressed as the

di fference between the two tax rates, would not exceed .0002,

this subsection shall not apply.

(e) Insufficient funds.--1f in any fiscal year the director
of finance certifies, in consultation with the Secretary of the
Budget and with the approval of the Pennsyl vania
I nt ergover nnental Cooperation Authority, that the anount of suns
received by the city fromthe fund are |l ess than the val ue of
the tax rate reductions actually made by the city and school
district of the first class pursuant to subsection (a), the city
may, in the fiscal year next followi ng the determ nation of the
anount, increase the city's wage and net profits tax rate above
the rates specified in subsection (b)(2) by an anmount that wll
result in an overall tax rate reduction equal to that required
for the anmount received by the city fromthe fund. To the extent
the tax rate increase provided for in this subsection, expressed
as the difference between the two tax rates, would not exceed
. 0002, this subsection shall not apply.

Section 704. Supplenmental senior citizen tax reduction.

(a) Eligibility.--Beginning in the first year in which a

paynent under section 505(b) is made and each year thereafter,

the foll ow ng apply:
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2
3
4
5
6
-
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

(1) Except as provided in paragraph (2), any resident of
acity of the first class, a city of the second class A or a
resident of a school district of the first class A who is
eligible to receive a property tax rebate under Chapter 13
and has a household incone as defined under section 1303,
equal to or less than $30,000 shall be eligible to receive an
addi tional property tax rebate equal to 50% of the anmount the
individual is eligible to receive under Chapter 13.

(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
resi dent under Chapter 13 for the sane tax year.

(b) Paynent.--The property tax rebates authorized under
subsection (a) shall be paid fromthe State Lottery Fund.

(c) Applicability.--This section shall not apply to a
resident of a city of the first class, a city of the second
class A or a resident of a school district of the first class A,
who is entitled to receive a rent rebate in lieu of property
t axes under Chapter 13.

CHAPTER 9
SCHOOL DI STRI CT CHO CE AND VOTER PARTI Cl PATI ON
Section 901. Scope.

This chapter relates to school district choice and voter

opti on.
Section 902. (Reserved).
Section 903. School district choice.

(a) GCeneral rule.--Wthin 30 days of receipt of the notice
requi red under section 505(a)(4), a board of school directors of
a school district, except a school district of the first class,

may by resolution reject the property tax reduction allocation
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provided to the school district pursuant to Chapter 5.

(b) Notice to departnment.--Wthin five days after adopting
the resolution, the board of school directors shall notify the
departnment in a formand nmanner prescribed by the departnent.

(c) Effect of resolution.--A school district that adopts a
resol ution pursuant to subsection (a) shall be ineligible to
receive a property tax reduction allocation pursuant to Chapter
5 for the upconing fiscal year, and the school district's
property tax reduction allocation shall be deposited into the
Property Tax Relief Reserve Fund.

Section 904. Voter participation.

(a) GCeneral rule.--1f a school district adopts a resol ution
pursuant to section 903(a), a referendumshall be subnmitted to
the el ectors of the school district under the provisions of this
section to determ ne whether the electors favor the school
district receiving a property tax reduction all ocation.

(b) Notice to election officials.--Wthin 60 days after the
deadline for a school district to notify the departnent that the
school district has taken action under section 903(a), the
departnent shall notify the election officials of each county of
the school districts in that county that have taken action under
section 903(a).

(c) Referendum question required.--Upon receipt of
i nformati on provi ded by the departnent under subsection (b), the
el ection officials of the county in which is situate a school
district or portion of a school district that has taken action
under section 903(a) shall cause a referendum question to be
pl aced on the ballot at the mnunicipal or general election
i medi ately followi ng the receipt of the information. The

ref erendum question shall be in the foll ow ng form
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Do you favor the (nane of school district) receiving
State funds to reduce property taxes on qualified
residential properties?

(d) Nonlegal interpretive statenent.--The election officials
of a county shall, in consultation with the board of school
directors, draft a nonlegal interpretive statenment which shal
acconpany this referendum question in accordance with section
201.1 of the act of June 3, 1937 (P.L.1333, No.320), known as
t he Pennsyl vani a El ecti on Code.

(e) Certification of results.--The election officials of a
county shall certify the results of the referendum under this
section to the Departnent of State in accordance with Article
XI'V of the Pennsylvania El ecti on Code. The Departnent of State
shall notify the school district and the departnent of the
results of the referendumrequired under subsection (b) as soon
as is practicable.

(f) Approval of referendum--1n any school district in which
a referendum questi on under subsection (c) has been approved by
a majority of the electors voting on the question, the school
district shall be eligible to receive the property tax reduction
al | ocation provi ded under Chapter 5 beginning with the fiscal
year inmediately followi ng the year in which the referendumis
approved. The school district shall use the property tax
reduction allocation pursuant to sections 334 and 335.

CHAPTER 13
SENI OR CI TI ZENS PROPERTY TAX AND
RENT REBATE ASSI STANCE
Section 1301. Scope.
This chapter provides senior citizens with assistance in the

formof property tax and rent rebates.
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Section 1302. (Reserved).
Section 1303. 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:

"Board." The Board of Finance and Revenue of the
Commonweal t h.

"Claimant.” A person who files a claimfor property tax
rebate or rent rebate in lieu of property taxes and:

(1) was at |east 65 years of age, or whose spouse, if a
menber of the household, was at |east 65 years of age during
a cal endar year in which real property taxes or rent were due
and payabl e;

(2) was a widow or widower and was at |east 50 years of
age during a cal endar year or part thereof in which real
property taxes or rent were due and payable; or

(3) was a permanently disabl ed person 18 years of age or
ol der during a cal endar year or part thereof in which the
real property taxes or rent were due and payabl e.
"Departnent.” The Departnent of Revenue of the Comonweal t h.
"Honestead." A dwelling, whether owned or rented, and so

much of the land surrounding it, as is reasonably necessary for
the use of the dwelling as a honme, occupied by a claimnt. The
termincludes, but is not limted to:

(1) Prem ses occupied by reason of ownership or |ease in
a cooperative housing corporation.

(2) Mobile hones which are assessed as realty for |oca
property tax purposes and the land, if owned or rented by the
cl ai mant, upon which the nobile hone is situated, and ot her

simlar |iving acconmodati ons.
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1 (3) A part of a multidwelling or multipurpose building
2 and a part of the land upon which it is built.

3 (4) Prem ses occupied by reason of the claimant's

4 ownership or rental of a dwelling |ocated on | and owned by a
5 nonprofit incorporated association, of which the claimant is
6 a menber, if the claimant is required to pay a pro rata share
7 of the property taxes |evied against the association's |and.
8 (5) Prem ses occupied by a claimant if the claimant is
9 required by law to pay a property tax by reason of the

10 claimant's ownership or rental, including a possessory

11 interest, in the dwelling, the land, or both. An owner

12 i ncludes a person in possession under a contract of sale,

13 deed of trust, life estate, joint tenancy or tenancy in

14 common or by reason of statutes of descent and distribution.
15 "Househol d inconme.”™ Al inconme received by a claimant and
16 the claimant's spouse while residing in the homestead during the
17 cal endar year for which a rebate is clained.

18 "I ncone.” Al income from whatever source derived,

19 including, but not limted to:
20 (1) Salaries, wages, bonuses, comm ssions, inconme from
21 sel f-enpl oynent, alinony, support noney, cash public
22 assi stance and relief.
23 (2) The gross anount of any pensions or annuities
24 including railroad retirenent benefits for cal endar years
25 prior to 1999, and 50% of railroad retirenment benefits for
26 cal endar years 1999 and thereafter.
27 (3) Al benefits received under the Social Security Act
28 (49 Stat. 620, 42 U S.C. § 301 et seq.), except Medicare
29 benefits, for calendar years prior to 1999, and 50% of al
30 benefits received under the Social Security Act, except
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1 Medi care benefits, for cal endar years 1999 and thereafter.

2 (4) Al benefits received under State unenpl oynent

3 i nsurance |laws and veterans' disability paynents.

4 (5) Al interest received fromthe Federal or any state

5 government, or any instrunentality or political subdivision

6 t her eof .

7 (6) Realized capital gains and rentals.

8 (7) Wbrkers' conpensati on.

9 (8) The gross anobunt of |loss of time insurance benefits,
10 life insurance benefits and proceeds, except the first $5, 000
11 of the total of death benefit paynents.

12 (9) Gfts of cash or property, other than transfers by
13 gi ft between nenbers of a household, in excess of a total

14 val ue of $300.

15 The term does not include surplus food or other relief in kind
16 supplied by a governnental agency, property tax or rent rebate
17 or inflation dividend.

18 "Permanent |y di sabl ed person.”™ A person who is unable to
19 engage in any substantial gainful activity by reason of any

20 nedically determ nabl e physical or nmental inpairnment which can
21 be expected to continue indefinitely, except as provided in

22 section 1304(b)(3) and (c).

23 "Real property taxes." All taxes on a honestead, exclusive
24 of municipal assessnents, delinquent charges and interest, due
25 and payabl e during a cal endar year.

26 "Rent rebate in |ieu of property taxes." Twenty percent of
27 the gross anmount actually paid in cash or its equivalent in any
28 calendar year to a landlord in connection with the occupancy of
29 a honestead by a clainmant, irrespective of whether such anount

30 constitutes paynent solely for the right of occupancy or
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ot herwi se.
"Secretary."” The Secretary of Revenue of the Commonweal t h.
"Wdow' or "widower." The surviving wife or the surviving
husband, as the case may be, of a deceased individual and who
has not remarried except as provided in section 1304(b)(3) and
(c).
Section 1304. Property tax; and rent rebate.
(a) Schedul e of rebates.--
(1) The armount of any claimfor property tax rebate or
rent rebate in lieu of property taxes for real property taxes
or rent due and payabl e during cal endar years 1985 t hrough

2005 shall be determ ned in accordance with the follow ng

schedul e:
Percent age of Real Property Taxes or
Rent Rebate in Lieu of

Househol d | ncone Property Taxes All owed as Rebate
$ 0 - $4,999 100%

5,000 - 5,499 100

5,500 - 5,999 90

6,000 - 6,499 80

6,500 - 6,999 70

7,000 - 7,499 60

7,500 - 7,999 50

8,000 - 8,499 40

8,500 - 8,999 35

9,000 - 9,999 25

10, 000 - 11,999 20

12,000 - 12,999 15

13, 000 - 15, 000 10

(2) The follow ng apply:
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1 (1) The base amount of any claimfor property tax

2 rebate for real property taxes due and payabl e during

3 cal endar year 2006 and thereafter shall be determned in
4 accordance with the foll ow ng schedul e:

5 Amount of Real Property Taxes

6 Househol d | ncome Al l owed as Rebate

7 $ 0- $ 8000 $650

8 8,001 - 15,000 500

9 15,001 - 18, 000 300

10 18,001 - 35,000 250

11 (1i) The supplenental anount for a claimant with a
12 househol d i ncone equal to or |less than $30,000 and an

13 eligible claimfor property tax rebate for real property
14 t axes due and payabl e during the cal endar year preceding
15 the first year in which a paynment under section 505(b) is
16 made and each year thereafter and whose real property

17 t axes exceed 15% of the claimant's househol d i ncone shal
18 be equal to 50% of the base anbunt determ ned under

19 subparagraph (i). Aclaimant who is a resident of a city
20 of the first class, a city of the second class A or a
21 school district of the first class A shall be ineligible
22 for the suppl enmental anmount under this subparagraph.
23 (3) The amount of any claimfor rent rebate in |lieu of
24 property taxes for rent due and payabl e during cal endar year
25 2006 and thereafter shall be determ ned in accordance with
26 t he foll ow ng:
27 Amount of Rent Rebate in
28 Li eu of Property Taxes
29 Househol d | ncone Al l owed as Rebate
30 $ 0- $ 8000 $650
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8,001 - 15,000 500
(b) Limtations on clains.--

(1) No claimthrough cal endar year 2005 shall be all owed
if the anmount of property tax or rent rebate conputed in
accordance with this section is |less than $10, and the
maxi mum anount of property tax or rent rebate payabl e shal
not exceed $500.

(2) For calendar year 2006 and thereafter, the maximm
anount of property tax or rent rebate in lieu of property
t axes payabl e shall not exceed the |esser of:

(1) the amount of a clai munder subsection (a)(2) or

(3);

(ii) the anmobunt of real property taxes actually
pai d; or
(i1i1) 20% of gross rent actually paid.

(3) No claimshall be allowed if the claimant is a
tenant of an owner of real property exenpt fromreal property
t axes.

(c) Apportionnent and public assistance. --
(1) If any of the following exist relating to a claim
(i) a honestead is owned or rented and occupi ed for
only a portion of a year or is owned or rented in part by

a person who does not neet the qualifications for a

cl ai mant, exclusive of any interest owned or |eased by a

cl ai mant' s spouse;

(ii) the claimant is a wi dow or w dower who
remarries; or

(tit) the claimant is a formerly disabl ed person who
is no | onger disabled,

t he departnent shall apportion the real property taxes or
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rent in accordance with the period or degree of ownership or

| easehol d or eligibility of the claimant in determ ning the

anount of rebate for which a claimant is eligible.

(2) A claimant who receives public assistance fromthe
Departnment of Public Welfare shall not be eligible for rent
rebate in lieu of property taxes during those nonths wthin
whi ch the cl ai mant receives public assistance.

(d) Governnent subsidies.--Rent shall not include subsidies
provi ded by or through a governnental agency.

Section 1305. Filing of claim

(a) General rule.--Except as otherw se provided in
subsection (b), a claimfor property tax or rent rebate shall be
filed with the departnent on or before the 30th day of June of
t he year next succeeding the end of the cal endar year in which
real property taxes or rent was due and payabl e.

(b) Exception.--Aclaimfiled after the June 30 deadline
until Decenber 31 of such cal endar year shall be accepted by the
secretary as long as funds are available to pay the benefits to
the late filing clai mant.

(c) Paynments from State Lottery Fund.--No rei nbursenment on a
claimshall be made fromthe State Lottery Fund earlier than the
day following the 30th day of June provided in this chapter on
which that claimnmay be filed with the departnent.

(d) Eligibility of claimnts.--

(1) Only one clainmant froma honestead each year shal
be entitled to the property tax or rent rebate.

(2) If two or nore persons are able to neet the
qualifications for a clainmant, they nay determ ne who the
clai mant shall be.

(3) If they are unable to agree, the departnent shal
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1 determ ne to whomthe rebate is to be paid.

2 Section 1306. Proof of claim

3 (a) Contents.--Each claimshall include:

4 (1) Reasonable proof of househol d incone.

5 (2) The size and nature of the property clained as a

6 honest ead.

7 (3) The rent, tax receipt or other proof that the real

8 property taxes on the homestead have been paid or rent in

9 connection with the occupancy of a honmestead has been paid.
10 (4) If the claimant is a wi dow or wi dower, a decl aration
11 of such status in such manner as prescribed by the secretary.
12 (b) Proof of disability.--

13 (1) Proof that a claimant is eligible to receive

14 di sability benefits under the Social Security Act (49 Stat.
15 620, 42 U . S.C. 8§ 301 et seq.) shall constitute proof of

16 di sability under this chapter.

17 (2) No person who has been found not to be disabl ed by
18 the Social Security Admi nistration shall be granted a rebate
19 under this chapter.
20 (3) A claimant not covered under the Social Security Act
21 shall be exam ned by a physician designated by the departnment
22 and such status determ ned using the sanme standards used by
23 the Social Security Adm nistration.
24 (c) Direct paynment of taxes or rent not required.--1t shal

25 not be necessary that such taxes or rent were paid directly by

26 the claimant if the rent or taxes have been paid when the claim

27 is filed.
28 (d) Proof of age on first claim--The first claimfiled
29 shall include proof that the claimnt or the claimant's spouse

30 was at |east 65 years of age, or at |east 50 years of age in the
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case of a wi dow or wi dower during the cal endar year in which
real property taxes or rent were due and payabl e.
Section 1307. Incorrect claim

Whenever on audit of a claim the departnment finds the claim
to have been incorrectly determned, it shall redetermne the
correct amount of the claimand notify the clainmant of the
reason for the redeterm nation and the anmount of the corrected
claim
Section 1308. Funds for paynent of clains.

(a) Paynent.--Approved clains shall be paid fromthe State
Lottery Fund established by the act of August 26, 1971 (P.L. 351,
No. 91), known as the State Lottery Law.

(b) Transfers.--The Secretary of the Budget shall transfer
the foll owi ng anounts fromthe Property Tax Relief Fund to the
State Lottery:

(1) Notw thstandi ng any other provision of [aw, an
amount equal to $100, 000, 000 of the total slot machine

| icense fees paid by successful applicants for a Category 1

sl ot machine |icense under 4 Pa.C. S. 8§ 1209 (relating to sl ot

machi ne |icense fee). The transfer under this paragraph shal
occur upon deposit in the Property Tax Relief Fund of nobneys
derived fromthe fee fromthe fourth successful applicant for

a Category 1 slot machine license.

(2) Notw thstandi ng any other provision of [aw, an
amount equal to $100, 000, 000 of the total slot nmachine

| icense fees paid by successful applicants for a Category 2

sl ot machine |icense under 4 Pa.C.S. 8 1209. The transfer

under this paragraph shall occur upon deposit in the Property

Tax Relief Fund of noneys derived fromthe fee fromthe third

successful applicant for a Category 2 slot nmachine |icense.
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(3) For fiscal years 2007-2008 and 2008-2009, an anount
equal to the sum of approved clains to be paid in each of
those fiscal years under sections 704 and 1304(a)(2)(ii), if
any.

(4) For fiscal year 2009-2010 and each fiscal year
thereafter, all of the follow ng:

(i) The difference between the sum of the anount of
approved clains to be paid in the next fiscal year under
section 1304(a)(2) (i) and (3) and the anobunt of approved
clainms paid in fiscal year 2006-2007 under section
1304(a) (1) .

(i1i) The sum of the anpunt of approved clains to be
paid in the next fiscal year under sections 704 and
1304(a)(2)(ii), if any.

(5) Beginning in fiscal year 2009-2010 and until the
di fference between the sum of subparagraphs (i) and (ii) and
$200, 000, 000 is paid, an amount of not |ess than $40, 000, 000
annual ly or the amount of the difference, whichever is |ess.
Al'l transfers under this paragraph shall be conpleted no
| ater than four years after the transfer required by
par agraph (2).

(i) The difference between the sum of the anount of
approved clains to be paid in fiscal year 2007-2008 under
section 1304(a)(2) (i) and (3) and the anobunt of approved
clainms paid in fiscal year 2006-2007 under section
1304(a) (1) .

(ii) The difference between the sum of the anount of
approved clains to be paid in fiscal year 2008-2009 under
section 1304(a)(2) (i) and (3) and the anobunt of approved

clainms paid in fiscal year 2006-2007 under section
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1304(a) (1) .

Section 1309. daimfornms and rul es and regul ati ons.

(a) GCeneral rule.--Necessary rules and regul ations shall be
prescri bed by a conmttee consisting of the Secretary of Aging,
the Secretary of Revenue and the Secretary of Comrunity and
Econom ¢ Devel opnment. The Secretary of Aging shall serve as the
chai rman of the conmttee. The departnent shall receive al
applications, determne the eligibility of clainmants, hear
appeal s, di sburse paynents and nake avail able suitable forns for
the filing of clains.

(b) Report to General Assenbly.--In addition to any rules
and regul ati ons prescribed under subsection (a), the departnment
shall collect the following informati on and i ssue a report
i ncludi ng such information to the chairman and m nority chairman
of the Appropriations Conmmttee of the Senate and the chairman
and mnority chairman of the Appropriations Cormittee of the
House of Representatives by Septenber 30, 2006, and Septenber 30
of each year thereafter

(1) The total nunber of clains which will be paid in the
fiscal year in which the report is issued with the
i nformati on provided by school district, by county and for
each househol d i ncone | evel under section 1304(a)(2)(i).

(2) The total anount of rebates paid in the fiscal year
in which the report is issued with the information provided
by school district, by county and for each househol d i ncone
| evel under section 1304(a)(2)(i).

Section 1310. Fraudul ent clainms and conveyances to obtain
benefits.

(a) GCuvil penalty.--In any case in which a claimis

excessive and was filed with fraudulent intent, the clai mshal
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be disallowed in full and a penalty of 25% of the anount clai med
shall be inposed. The penalty and the anount of the disall owed
claim if the claimhas been paid, shall bear interest at the
rate of 1.5% per nonth fromthe date of the claimuntil repaid.

(b) Crimnal penalty.--The claimant and any person who
assisted in the preparation or filing of a fraudulent claim
commts a m sdenmeanor of the third degree and, upon conviction
t hereof, shall be sentenced to pay a fine not exceedi ng $1, 000,
or to inprisonnent not exceedi ng one year, or both.

(c) Disallowance for receipt of title.--A claimshall be
disallowed if the claimnt received title to the honmestead
primarily for the purpose of receiving property tax rebate.
Section 1311. Petition for redeterm nation.

(a) Right tofile.--A claimnt whose claimis either deni ed,
corrected or otherw se adversely affected by the departnment nmay
file with the departnment a petition for redeterm nation on forns
supplied by the departnment within 90 days after the date of
mai ling of witten notice by the departnment of such action.

(b) Contents.--The petition shall set forth the grounds upon
whi ch the claimant alleges that such departnental action is
erroneous or unlawful, in whole or part, and shall contain an
affidavit or affirmation that the facts contained in the
petition are true and correct.

(c) Extension of tinme for filing.--

(1) An extension of tinme for filing the petition may be
al l oned for cause, but may not exceed 120 days.

(2) The department shall hold such hearings as may be
necessary for the purpose of redeterm nation, and each

cl ai mant who has duly filed such petition for redeterm nation

shall be notified by the departnment of the tine when, and the
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pl ace where, such hearing in the claimant's case wll be

hel d.

(d) Tinme period for decision.--The departnent shall, within
six nonths after receiving a filed petition for redeterm nation,
di spose of the matters raised by such petition and shall nmai
notice of the departnent's decision to the clai mant.

Section 1312. Review by Board of Finance and Revenue.

(a) Right toreview--Wthin 90 days after the date of
official receipt by the claimnt of notice mailed by the
departnment of its decision on a petition for redeterm nation
filed with it, the clainmant who is adversely affected by the
deci sion may by petition request the board to review such
action.

(b) Effect of no decision fromdepartnent.--The failure of
the departnent to officially notify the claimnt of a decision
within the six-nonth period provided for by section 1311 shal
act as a denial of the petition, and a petition for review may
be filed with the board within 120 days after witten notice is
officially received by the claimant that the departnent has
failed to dispose of the petition within the six-nonth peri od.

(c) Contents of petition for redeterm nation.--A petition
for redetermnation filed shall state the reasons upon which the
claimant relies or shall incorporate by reference the petition
for redeterm nation in which such reasons were stated. The
petition shall be supported by affidavit that the facts set
forth therein are correct and true.

(d) Tinme period for decision.--The board shall act in
di sposition of petitions filed with it within six nonths after
t hey have been received, and in the event of failure of the

board to di spose of any petition within six nonths, the action
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taken by the departnent upon the petition for redetermnation
shal | be deenmed sust ai ned.

(e) Relief authorized by board.--The board may sustain the
action taken by the departnment on the petition for
redetermnation or it may take such other action as it shal
deem necessary and consistent with provisions of this chapter.

(f) Formof notice.--Notice of the action of the board shal
be given by mail to the departnment and to the clai mant.

Section 1313. Appeal.

A cl ai mant aggrieved by a decision of the board nay appeal
fromthe decision of the board in the manner provided by |aw for
appeal s from deci sions of the board in tax cases.

CHAPTER 15
| NSTALLMENT PAYMENT OF TAXES
Section 1501. Applicability.

Not wi t hst andi ng the act of May 25, 1945 (P.L.1050, No.394),
known as the Local Tax Collection Law, this chapter shal
aut hori ze school districts of the second, third and fourth class
to provide for the collection of school real property taxes in
install ments for certain eligible taxpayers, to assign
install ment clains and to increase the conpensation of tax
col I ectors.

Section 1502. Installnment paynent of school real property
t axes.

(a) GCeneral rule.--A board of school directors of a school
district of the second, third or fourth class may adopt a
resol ution authorizing the collection and paynent of school real
property taxes in installnments.

(b) Adoption of resolution.--No |ater than June 30, 2007, a

board of school directors of a school district of the second,
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third or fourth class shall adopt a resolution which, for
cal endar year 2007 and each year thereafter, authorizes the
col l ection and paynent of school real property taxes, excluding
any interimor delinquent school property taxes, in
instal | ments.

(c) Contents of resolution.--The resol ution adopted pursuant
to subsection (b) shall set forth all of the foll ow ng:

(1) Permt taxpayers with honestead or farnstead
property approved pursuant to section 341 to be eligible to
pay school real property taxes in installnments.

(2) The process through which an eligible taxpayer may
choose to pay school real property taxes in installnents. The
process shall indicate that:

(1) The paynent of the first installnment by a

t axpayer before it becones delinquent shall conclusively

evi dence an intention to pay school real property taxes

in install nents.
(i1i) Wiere a taxpayer fails to evidence an intention
to pay school real property taxes in installnments, the

school real property taxes shall beconme due and payabl e

and be collected as provided in the act of My 25, 1945

(P.L.1050, No.394), known as the Local Tax Coll ection

Law, subject to the discounts and penalties provided by

t hat act.

(3) The nunber of installnments that an eligible taxpayer
shall be required to pay of school real property taxes, which
shall be no nore than nonthly and no |l ess than three tines
during the nmonths prior to the date established by the county
in which the school district is |ocated for the turnover of

del i nquent taxes pursuant to the act of July 7, 1947
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(P.L.1368, No.542), known as the Real Estate Tax Sal e Law.
(4) The dates on which installnent paynments of school
real property taxes are due or delinquent. Notw thstanding
the conplete and final settlenment nade in accordance with
section 26 of the Local Tax Collection Law, a board of school
directors may set installnent paynent dates subsequent to
Decenber 31 and prior to the date established by the county
in which the school district is |ocated for the turnover of
del i nquent taxes pursuant to the Real Estate Tax Sal e Law.
The unpaid installnments shall not be considered delinquent if
paid on or before the respective installnent dates. To each
install ment on the date when it becones delinquent, a penalty
of up to 10% shall be added, which shall be collected by the
tax collector. No further penalties, except as provided in
this chapter, shall be added to any installnent of taxes,
unl ess one or nore installnments remain unpaid, and the | ands
upon which such installnents are due are returned under the
existing laws to the county comm ssioners for nonpaynent of
taxes, or in case a lien for such unpaid installnment or
installments is filed under existing laws in the office of
the prothonotary, in which case, the additional penalty or
interest provided for by the existing return and lien | aws
shall apply. A taxpayer who is delinquent by nore than ten
days on nore than two installnment paynents shall be
ineligible for the installment paynment option in the
foll ow ng school fiscal year.

(d) Notice.--A board of school directors of a school

28 district to which this section applies shall annually set forth

29
30

i nformati on regardi ng the paynent of school real property taxes

ininstallnments and the dates on which such paynents are due or
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property taxes.
(a) Contract.--

(1) A school district may contract with a tax bureau
i ndependent of the school district for collection of
install ments under this section. A tax bureau may contract
with nore than one tax collector. The tax collector shall be
pai d such comm ssions or conpensation at the sane rate on
i nstal l ment paynments as is paid for the collection of taxes
general ly. Such conmm ssions or conpensation shall be paid by
proper orders drawn on the school district. Every tax
col l ector shall be responsible and accountable to the school
district for all such taxes collected by the tax collector,
and the final accounts and records, returns and paynents and
duplicates shall be audited annually in the year in which the
install ments are collected in |ike manner and in accordance
with the laws pertaining to tax collections.

(2) Nothing in this act should be construed to alter any
exi sting tax collection arrangenent unless deenmed appropriate
by the school district or as otherw se provided for under
this section.

(b) Authorization.--A board of school directors may

authorize the collection of installnment paynents:

(1) Through electronic fund transfers through the
Federal Reserve Bank's Automated C earing House. Electronic
fund transfers shall be a debit to the taxpayer's account to
the school district's depository bank account at the option

of the taxpayer
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(2) By a credit card paynent which shall be nmade through
the school district's depository bank or another bank
desi gnated by the board of school directors. The board of
school directors shall also designate the credit card type
that may be utilized for installnent paynment collection.

Section 1504. Assignnent of installnent clains.

(a) Initial assignnment.--A taxing district may assign sone
or all of its installnment clains, either absolutely or as
collateral security, for an amobunt to be determ ned by the
taxing district and under such terns and conditions upon which
the taxing district and the assignee shall agree in witing and
shall be approved by resolution of the taxing district. An
install ment claimnmay be assigned whether or not any install nent
t her eunder has becone del i nquent. Upon such an assignnent, the
foll owi ng shall apply:

(1) Assignnent shall not be deenmed a di scharge or
satisfaction of the installnment claimor the taxes givVving
rise to the installnment claimand any lien of the assigned
install ment claimand taxes giving rise to the install nment
claimshall continue in favor of the assignee.

(2) The assignee shall have and enjoy the sane rights,
privileges and renedies as were held by the taxing district
with respect to the assigned installnment claimand the tax
giving rise to the clai munder the provisions of the act of
May 25, 1945 (P.L.1050, No.394), known as the Local Tax
Col l ection Law, or any other |aws applicable to the
col l ection and enforcenent of tax clains.

(3) An assignnent of an installnment claimunder this
section shall be deenmed, unless otherw se provided in

witing, an assignnment of applicable clains and |iens arising
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with respect to such installnment claimunder section 33 of
the act of May 16, 1923 (P.L.207, No.153), referred to as the
Muni ci pal O aimand Tax Lien Law, and section 316 of the act
of July 7, 1947 (P.L.1368, No.542), known as the Real Estate
Tax Sal e Law.

(4) If the instrunent of assignnment so provides and
contains or provides for the delivery of an extract fromthe
duplicate of the information pertaining to the assigned
i nstall ment clains, the assignee exclusively shall have the
rights and duties of the tax collector under the Local Tax
Col l ection Law with respect to the assigned install nment
clainms and shall be deened to be acting pursuant to the
warrant provided in section 5 of the Local Tax Coll ection
Law, provided, that the assignee shall not be entitled to any
commi ssion or salary in such capacity and shall not be
subject to sections 4 and 16 of the Local Tax Collection Law.

(5) An owner of property shall have the sanme rights and
def enses under this act and any other |aw applicable to the
col l ection and enforcenent of tax clains that the owner held
agai nst the assignor.

(6) References in the Local Tax Collection Lawto a
taxing district with respect to an installnment claimshall be
deened to be references to the assignee of the taxing
district with respect to assigned installnment clainms except
for references to any actions taken by the taxing district
bef ore the assi gnnment.

(b) Further assignnent.--An installnment claimassigned

28 pursuant to this section nmay be further assigned, with the

29

subsequent assi gnee having and enjoying the sanme rights,

30 privileges and renedies as its assignor.
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Section 1505. Considering increase in conpensation of tax
col I ector.

(a) Request.--Wthin 15 days of a board of school directors’
adoption of a resolution under section 1502, the tax collector
in the school district may, by sending a certified letter,
request that the school district consider increasing the
conpensation of the tax collector to account for any increased
adm ni strative costs incurred by the tax collector. Wthin 45
days of receiving such letter, the school district shal
consi der the request.

(b) Permssion.--Wthin 15 days of a board of school
directors' adoption of a resolution under section 1502, the
school district may, by sending a certified letter, informthe
tax collector that tax collector conpensation may be adj usted
for installnments until January 31, 2009. Wthin 45 days of
sending the letter, the school district shall consider any
adj ust nent .

CHAPTER 17
TASK FORCE ON SCHOOL COST REDUCTI ON
Section 1701. Scope.
This chapter relates to the Task Force on School Cost
Reduct i on.
Section 1702. Purpose.
The purpose of this chapter is to do all of the foll ow ng:
(1) Establish a task force on school cost reduction to

t horoughly exam ne all cost to school districts, regardl ess

of the reason or source of such costs.

(2) Ofer viable options for use by both the General

Assenbly and | ocal governnments to mnimze or reduce the

costs to school districts within this Comopnweal t h
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Section 1703. Establishnent.

(a) Establishnent.--There is established the Task Force on
School Cost Reduction as an advisory board within the Ofice of
t he Governor

(b) Conposition and appointnent.--The task force shal
consi st of menbers who have a denonstrated know edge of the
publ i ¢ educational system conpensation systens, contracts,
col | ective bargaining, public school finance, State and | ocal
taxation systens, both Federal and State education requirenents
or any other area of know edge or expertise that may be rel evant
to the costs to school districts within this Commonweal t h. Not
nore than five task force nmenbers shall currently be enpl oyed as
teachers or be affiliated with any Statew de or |ocal teachers’
organi zation in a policymaking or policy advisory capacity
during the time they serve on the task force. Task force nenbers
shall be appointed, within 45 days of the effective date of this
section as follows:

(1) Three nenbers to be appointed by the Governor, one
of whomrepresents the interests of teachers in this
Commonweal th and one of whomrepresents the interests of
school boards in this Conmmonwealth.

(2) Three nenbers to be appointed by the President pro
tenpore of the Senate.

(3) Two nenbers to be appointed by the Mnority Leader
of the Senate.

(4) Three nmenbers to be appointed by the Speaker of the
House of Representatives.

(5) Two nenbers to be appointed by the Mnority Leader
of the House of Representatives.

(c) Vacancies.--Any vacancy on the task force shall be
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filled by the original appointing officer.
Section 1704. Organizational neeting.

The task force shall select a chairman and vice chairman from
anong its nenbership at the organi zati onal neeting. The
organi zati onal neeting shall take place no later than 60 days
following the effective date of this section.

Section 1705. Meetings and heari ngs.

The task force shall hold neetings at the call of the
chairman or of a majority of the menbers serving thereon. The
task force may al so hold public hearings on the matters to be
considered by the task force at |ocations throughout this
Commonweal th. All neetings and public hearings of the task force
shall be deened public neetings for the purpose of 65 Pa.C. S.

Ch. 7 (relating to open neetings).
Section 1706. Quorum

Seven nmenbers of the task force shall constitute a quorum at
any neeting. Each nenber of the task force may designate anot her
person to represent that nenber at neetings of the task force.
Section 1707. Conpensati on.

Task force nmenbers shall receive no conpensation for their
services but shall be reinbursed for all necessary travel and
ot her reasonabl e expenses incurred in connection with the
performance of their duties as nenbers.

Section 1708. Administrative support.

The task force may enpl oy professional, technical and
clerical staff as it deens necessary to carry out its
responsi bilities under this chapter. The Departnent of Educati on
shal |l provide adm nistrative support, office space and any ot her
assi stance required by the task force to carry out its duties

under this act. \Wenever possible, the task force shall utilize
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the services and expertise of existing personnel and staff of
State governnent, and to this end the Governor is hereby
directed to nake such personnel and staff available to the task
force to the fullest extent conmensurate with the perfornmance of
their other duties.

Section 1709. Powers and duties.

(a) General powers and duties.--The task force shall have
t he powers and duties authorized under this section.

(b) Specific powers and duties.--The task force shall have
the overall responsibility, power and duty to investigate, study
and make recommrendations to the Governor and to the Ceneral
Assenbly concerning current and projected costs to school
districts within this Cormonweal th and vi abl e options to reduce
current and future costs to school districts within this
Commonweal th. The task force shall, without limting its
authority to study rel ated subjects, address the follow ng
speci fic areas and issues:

(1) Conduct a conprehensive review of the various
categories of public school costs, the historic rate of
i ncrease in categories of public school costs and determ ne
t he reasons behind these increases.

(2) Exam ne the inpact of Federal and State mandates on
school districts.

(3) Determ ne whether any of the Federal or State
mandat es shoul d be elimnated, revised or better funded.

(4) Ildentify best practices used by school districts
around this Conmonweal th and other states to provide services
in a cost-effective manner.

(5) Ofer options and vi abl e recomrendati ons to reduce

costs to school districts within this Comopnweal t h
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(6) Provide a report that thoroughly di scusses options
and vi abl e recommendati ons consi dered and express cl ear
rational es for options not reconmended.

(c) Public hearings.--The task force may conduct public
hearings to solicit testinony frompublic and private agencies,
citizens, teachers and representatives of |ocal school districts
on the topic of costs to school districts of this Comobnweal th
and neans to reduce or mnimze these costs.

Section 1710. Reports.

The task force shall prepare and submt quarterly reports of
its findings and any recomrendations to the Governor, the
chai rman of the Education Committee of the Senate and the
Chai rman of the Education Committee of the House of
Representatives. The task force shall submt its final report to
t he Governor, each of the appointing officers specified in
section 1703(b), the chairman of the Education Commttee of the
Senate and the chairman of the Education Commttee of the House
of Representatives no |later than one year follow ng the
organi zational neeting of the task force. In no case shall the
recommendati ons of the task force be binding on the Governor,
the General Assenbly or the Conmonweal t h.

CHAPTER 50
M SCELLANEQUS PROVI SI ONS
Section 5001. Oher subjects of taxation.

No school district which has not already nmade an election to
adopt the provisions of 53 Pa.C.S. Ch. 87 (relating to other
subj ects of taxation) may make an election to do so after the
effective date of this section.

Section 5002. Appropriations.

The sum of $3, 000, 000, or as much thereof as may be
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necessary, is hereby appropriated fromthe Property Tax Reli ef
Reserve Fund to the Departnent of Comrunity and Econom c

Devel opnent for the purpose of nmaking one-tine transition grants
to counties, other than counties of the first class, for costs
associated with inplenenting the Taxpayer Relief Act. Gants
shall be made pursuant to guidelines adopted by the depart nent
and shall be limted to funds appropriated for this purpose. The
Depart ment of Comrunity and Economi c Devel opnent shall not draw
a warrant upon the State Treasurer for a disbursenent fromthis
appropriation until the State Treasurer certifies that the
Property Tax Relief Reserve Fund has at |east a $3, 000, 000

bal ance.

Section 5003. Prohibition.

A school district that has authorized the levy of a 0.1%
earned inconme and net profits tax, by resolution or referendum
under the former act of July 5, 2004 (P.L.654, No.72), known as
t he Honmeowner Tax Relief Act, is prohibited fromlevying,
assessing or collecting the tax.

Section 5004. Authority to levy, assess and collect taxes.

The foll ow ng shall apply:

(1) Except as provided in paragraph (2), the authority
of any independent school district to | evy, assess and

coll ect any tax under the act of Decenber 31, 1965 (P.L. 1257,

No. 511), known as The Local Tax Enabling Act, shall expire at

m dni ght on Decenber 31, 2011

(2) The provisions of paragraph (1) shall not prevent or
interfere with any action of any independent school district
to collect any tax inposed under the authority of The Local

Tax Enabling Act that is levied and assessed prior to January

1, 2012.
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Section 5004.1. Regul ations.

The Departnent of Revenue shall promul gate regul ati ons which
are necessary for inplenentation of a | ocal personal incone tax.
Proposed rul enaki ng shall be omtted under section 204 of the
act of July 31, 1968 (P.L.769, No.240), referred to as the
Commonweal th Docunments Law. The regul ati ons shall be consi stent
with the act of March 4, 1971 (P.L.6, No.2), known as the Tax
Ref orm Code of 1971 and shall be submtted as final-omt
regul ati ons under section 5(a) of the act of June 25, 1982
(P.L.633, No.181), known as the Regul atory Review Act.

Section 5005. Repeals.

Repeal s are as foll ows:

(1) The General Assenbly declares that the repeals under
par agraphs (2), (3), (4), (5 and (6) are necessary to
effectuate this act.

(2) Section 9 of the act of Decenber 31, 1965 (P.L.1257,
No. 511), known as The Local Tax Enabling Act, is repeal ed
insofar as it is inconsistent with the provisions of section
351.

(3) The act of March 11, 1971 (P.L.104, No.3), known as
the Senior Citizens Rebate and Assistance Act, is repeal ed.

(4) The act of July 5, 2004 (P.L.654, No.72), known as
t he Honmeowner Tax Relief Act, is repeal ed.

(5) 53 Pa.C.S. Ch. 89 Subch. B is repeal ed.

(6) Any act that provides for a register of rmunici pal
and school district withholding taxes is repeal ed insofar as
it is inconsistent with the provisions of section 351.

Section 5006. Continuati on.
(a) Senior Citizens Rebate and Assistance Act.--The addition

of Chapter 13 is a continuation of the former act of March 11,
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1971 (P.L.104, No.3), known as the Senior Citizens Rebate and
Assi stance Act. Except as otherw se provided in Chapter 13, al
activities initiated under the forner Senior Ctizens Rebate and
Assi stance Act shall continue and remain in full force and
effect and may be conpl eted under Chapter 13. Orders,
regul ati ons, rules and deci sions which were nade under the
former Senior Citizens Rebate and Assistance Act and which are
in effect on the effective date of section 5005(2) shall remain
in full force and effect until revoked, vacated or nodified
under Chapter 13.

(b) Honeowner Tax Relief Act.--Except as otherw se provided
in Chapter 1, 3, 5 or 7, actions, orders, regulations, rules,
desi gnati ons and deci si ons which were nade by the Departnent of
Education or by a school district under the former Homeowner Tax
Rel i ef Act and which have been conpleted or are in effect on the
effective date of section 5005(4) shall continue and remain in
full force and effect for the purposes of Chapters 1, 3, 5 and 7
to the extent that such actions, orders, regul ations, rules,
desi gnations and deci sions apply to the 2006-2007 fiscal year
unl ess revoked, vacated or nodified by this act, the Departnent
of Education or the school district pursuant to Chapters 1, 3, 5
and 7.

Section 5007. Effective date.

This act shall take effect inmediately.
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